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FINANCE BILL 


HE many criticisms of Schedule 4 of the 
Bill resulted in the Government totally 


abandoning the first five pages and sub- 
stituting six and a half pages at the report stage. 
This called forth some scathing observations from 
the Opposition. They pointed out that it was 
fifteen months since the previous CHANCELLOR had 
announced that he would abolish Schedule A this 
year, and that therefore the draftsmen of the Bill 
had had an extra long time in which to frame the 
new provisions; time which, it appeared, had not 
been very well spent. 

One of the amendments, a new paragraph 6 of 
the schedule, meets a criticism which was made 
in these columns on June ist. We pointed out that 
the deductions for maintenance, repairs insurance 
and management, from rent, were confined to 
expenditure on the demised premises. We asked 
why the owner of a block of flats who retains, and 
maintains, the common parts unlet should not be 
allowed to deduct his expenditure on those 
common parts. The new paragraph 6 now contains 
the following provisions: — 

*6. Where the person chargeable retains posses- 
sion of a part of any premises and that part is used 
in common by persons respectively occupying 
other parts of the premises, the foregoing pro- 
visions of this schedule shall apply as if a payment 
made in respect of the part used in common had 
been made in respect of the other parts. 

Another lacuna in the schedule was that it 
allowed no deduction for services performed by 
the landlord unless separately paid for by the 
tenant by a payment which did not constitute rent; 
this, too, has been put right. The cumbersome 
option provisions in relation to expenditure 
incurred before 1964-65, under which the 
landlord could deduct either maintenance relief 
on the old basis or the actual expenditure in the 
year (but not both) are now replaced. Broadly 
speaking, if the landlord’s expenditure during the 
five years to April 5th,.1964, exceeds the relief for 
those years, he may deduct the excess as though 
it were a payment made in 1964-65, as well as the 
actual payments made in that year. Excluded 
from . this excess is expenditure on owner- 
occupied property, expenditure otherwise allowed 
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Rents and jussus Tax - VII 


and expenditure on the replacement of farm 
buildings etc. ` 

The provisions for the set-off of losses on one 
property against rents of another have been 
simplified. All rents are now to be pooled unless 
they are not 'full' rents or substantially the whole 


responsibility for the repairs rests on the tenant; 


previously it was only 'lessor's repairing leases' at 
full rents which could be pooled. The definition 


of ‘lessor’s repairing lease’ is replaced by a 


definition of 'tenant's repairing lease’ as follows: 


'a lease where the lessee is under an obligation to 
maintain and repair the whole, or substaritially the 


- whole, of the premises comprised in the lease’. 


À new paragraph 5 provides that where a lease 
ceases to be, or becomes, a lease at a full rent, 
then the provisions in paragraphs 3 and 4, as to 


‘leases at full rents, are to apply as if the lease 


immediately after the change of circumstances was 


-a new lease. 


We have already stressed that the rules for 
deduction are confined to payments ‘made’ and 
we underlined the significance of this in relation 
to the time of actual payment. The schedule has 


‘now been altered so that payments. which fall 


due in a qualifying period, but are not in fact paid 
until later, are deductible. A similar correction 
has been made to clause 31, dealing with relief 
in respect of tithe redemption annuity payments. 

'The point was made in the House of Commons 
that the year ended April 5th was not a convenient 
period for landlords who make up their accounts 
to some other day in the income tax year. The 
Government: refuséd to introduce legislation 
providing for alternative basis periods,. but 
promised that the Inland Revenue would accept 
returns based on accounting years rather than 
the income tax years, as they have done hitherto 
in the case of excess rents. | 

Although clause 15 (1) of the Finance Bill 
purports to tax ‘other receipts’ as well as rents and 
annual payments, it seems that in the view of the © 
draftsman it does not extend to capital sums like | 
premiums. Hitherto, premiums received by a | 
lessor: who was not trading in land have not 
normally been subject to tàx in his hands. Of 
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course, they were taken irito account in Schedule 
A revaluation years (the last was 1936-37) but 
that usually meant that it was the tenant who 
was taxed on the premium element, since this 
increased the Schedule A assessment on the 
tenant, while he could not deduct more 
Schedule A tax than at the standard rate on the 
annual rent. Since beneficial occupation is no 
longer to be taxed, it follows that unless some 
additional legislation is passed the payment of a 
premium would not normally attract any tax. 

It is in this context that one must consider 
clauses 22-25, inclusive, of the Bill which apply 
for 1963—64 as well as subsequent years. That is 
to say, that these clauses operate from a year 
earlier than Case VIII. Clause 22 deals with 
premiums paid or work done by the tenant on the 
grant of a lease. Clause 23 deals with consider- 
ation for the assignment of a lease which had 
originally been granted at an undervalue. Clause 
24 deals with an expected avoidance device, 
consisting of selling land with a right to buy it 
back, as an alternative to charging a premium for 
4 lease. Clause 25 is supplementary to the first 
three clauses, all of which are directed to charging 
tax on capital sums, either under Case VIII or 
under Case VI. 

In view of the frequent - sens to ‘leases’ in 
clauses 22-25, it is well to remember that clause 


32 (1) provides that in Chapter II of Part II of. 


the Bill except where the context otherwise 
requires, 'lease' includes an agreement for a 
lease and any tenancy, but does not include a 
mortgage. The words ‘lessee’, ‘lessor’ and ‘letting’ 
are to be construed accordingly, and ‘lessee’ and 
‘lessor’ include, respectively, their successors in 
title. Oddly enough, the word ‘lessor’ is not in 
fact used in Chapter II except in clause 20 which 
uses the expression ‘immediate lessor’ but con- 
tains its own definition of that expression. In 
general the word ‘landlord’ is used instead, but 
without being defined. 

Clause 22 (1) imposes tax on premiums. It 
applies where the following two conditions are 
satisfied : 

(a) payment of a premium is required 

— (i) under a lease; or 
(i) otherwise under the terms subject to 
which a lease is granted ; and. 

(b) the “duration of the lease’ does not exceed 

. fifty. years; and | 
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(c) the lease was not granted before April 6th, 
1963, nor pursuant to a contract entered 
into before April 4th, 1963. 


' The landlord is to be treated as becoming en- 


titled, when the lease is granted, to an amount by 
way of rent (in addition to the actual rent (if any)) 
equal to the amount of the premium, reduced by 
one-fiftieth for each complete twelve months 
other than the first comprised in the term of the 
lease. Assume a twenty-one-year lease and a 
premium of {500. The notional rent is £500 less 
twenty-fiftieths of £ 500, or £ 500— £200. i.e. £300 
There are provisions in Schedule 6 for ‘top 
slicing’ this lump sum so as to avoid hardship by 
way of high surtax rates. . 

Clause 25 (5) directs that in ascertaining 'the 
duration of a lease’ the following provisions 
have effect: 

(a) where the terms of the lease include 
provision for the determination thereof by 
notice given (whether by the landlord or by 
the tenant) the lease must not be treated as 
granted for a term longer than one ending 
at the earliest date op which it could be 
determined by notice; 

p where any of the terms of the lease (not 
necessarily relating to forfeiture) or any 
other circumstances render it unlikely that? 
the lease will continue beyond a date falling 
before the expiration of the term of the 
lease, the lease must not be treated as 
having been granted for a term longer than 
one ending on that day. 

These rules are subject to two provisos. If the 


duration of a lease falls to be ascertained after it 


has come to an end, then the actual duration must 
be taken. If the lease is still subsisting, then the 


“duration’ is determined in accordance with the 
‘circumstances at the time. 


Instead of paying a premium the tenant may 
carry out building or other work on the premises 


which enhances their value to the landlord. Here 


we are not so much concerned with the amount 
of money which the tenant spends, since that goes 
to a third party, but with the value to the landlord 
of the work at the end of the lease. Clause 22 (2) 
provides that where the terms subject to whicha - 
lease is granted impose on the tenant an obligation 
to carry out any work on the premises, the lease 
must be deemed to have required.the payment of 
a premium to the landlord. (To be continued.) 
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Return on Capital Investment 


CONTRIBUTED 


ment as the best indicator of performance. 
But is it really? 

I do not refer to the problem of measuring it, 
though this subject bids fair to apply to account- 
ants the jibe against economists: “Where four 
economists are gathered together, there you will 
find five different opinions.’ My interest is rather 
different. 

X. is a company which operates from a rented 
office, sells engineering schemes to customers, 
and undertakes to have the apparatus made and 
Log through contractors. This means it has 

no fixed assets (other than desks, chairs, account- 
ing machines, and so forth ; and these, too, could 
have been rented). Nor does it have much in the 
way of working capital; it operates in an industry 
which gives very generous payments on account 
(related to the time-span of the contract, rather 
than to the work done); at times its working 
capital is negative. In consequence, its return on 
investment is an astronomically high percentage 
figure. Does it mean anything? 


I: is the fashion to regard the return on invest- 


Should They BeordasiseP. 


Y. is another company which has two factories, 
one (an older one) in a highly-developed part of a 
large industrial town, and the other in a trading 
estate some miles away. It is thinking of selling 
the former, and using the money to expand the 
latter, thereby making some administrative 
savings. If it reorganizes in this way, then 


(a) for no additional cash, it will improve its 
profit slightly ; 

(b)it will have a new, expensive and un- 
depreciated factory in place of an old one 
which is almost completely written off. So 
its investment increases by more than the 
profit does, thereby reducing its return on 
investment. - 


What should Y. do? I think the answer is plain 


to anyone who has direct dealings with stock- 


holders; it should reorganize in spite of the fact 
that its performance index says it will be doing 
less well. (One can reduce the disparity by re- 
valuing the site of the old factory, and by using 
replacement cost accounting — but a fully 
depreciated factory remains fully depreciated, 


whatever the notional cost of replacing it may be.) 

Z. is a company which is thinking of setting up 
a factory in a country abroad which gives capital 
grants to attract industry. It sees no prospect, in 
the near future, of making a return on the assets 
employed anywhere near equal to this ratio for its 
existing operations. What should Z. do? Again 
the stockholders would want the factory set up, 


. because the return in relation to the new money 


required is handsome. 

-This last case is particularly intractable; the 
common-sense (?) approach would be to write the 
cost of the factory down at once by the amount 
of the capital grant, thereby reducing the invest- 
ment; at the same time, the depreciation is re- 
duced, increasing the profit. Wonderful; the 
return on investment is now quite enough. 

But can one really do this? For a start, the 
investment is now in no sort of relation to the 
‘real’ capital employed; and, as Mr Harold 
Wincott tells us, it is the return on real capital 
which we must look to, if we are not to invite the 
attention of a take-over bidder. Further, if we 
accept that one of our objects must be to remain 
in business, we ought not to distribute as profit 
what ought to be set aside for replacing the factory 
when it wears out. We are not going to get 
another capital grant then. 


Effect of Tax Concessions 


I had thought of stopping these examples at 
this point; but the case of W. is worth some 
attention. W. is the Government of a certain 
country which desires to stimulate fixed asset 
formation by a series of generous tax allowances. 
Unfortunately, all the financial pundits measure 
the performance of companies in W.'s country by 
the earnings yield before tax. So the industrialist 
who builds a large new factory, full of machines, 
in an area where W. is giving even more generous 
tax concessions, finds himself having to spend 
large sums on training, on excess freights, and 
the like, and sees his shares marked down by the 
pundits and by the country's Bourse (no prizes 
are given for identifying W.). It is, of course, some 
consolation to the industrialist that he has got a 
new factory which enables him to pay less tax 


‘than he otherwise might; but against this solace 


he has to set the fact that his accountants treat 
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him in the same way as company Z., and tell 

him that his policy of depreciating his assets 

cannot be altered because of W.’s concessions. 
Where have we got to after all this? And in case 


any doubt remains (after all, you can prove. 


anything with figures) these are all authentic 
cases where the facts are not contested. Obviously, 
there are quite a number of quite important 
examples where the return on investment seems 
to be very misleading. ` 

. Company X’s particular difficulty is rela- 
tively easy to deal with; but even in that case 
there are conceptual problems of great difficulty. 
The issue in that case is that there is a clear 
distinction between financial and economic 


performance. Financially, the shareholders will . 


be delighted at the very sizeable returns the 
company earns for a microscopic share capital. 
-Economically, the financial results are irrelevant 
as a measure of effectiveness; company X. will 
probably want to deploy their resources to the best 
advantage, a problem which will almost certainly 
yield to a key factor approach — they will probably 
seek to maximize their marginal profitability per 
engineer employed, instead of per /, of capital 
employed. This may be all right for internal 
purposes; but as companv law neither prescribes 
that engineers be valued as capital assets, nor that 
the numbers and qualifications of engineers be 
stated in the accounts, this will not get the finan- 
cial ise very far.. 


Key-factor Calculations 


The lesson to be learnt from X. is that (econ- 
omically) it is the return to total effort that 1s 
probably the important index. The return on 
investment is merely a special case, measuring 
effort in terms of that which went into the making 
of the fixed assets, and ignoring everything else — 
the efforts of the members of the firm itself, and 


the efforts of suppliers in the form of material and 


services. Key-factor calculations (and return on 
investment is no more than one of them) may 
have to be used as a short cut, and probably also 
because there is.no way of adding the factors 
together in terms of their importance (value) rather 


than in terms of their cost. We are always told. 


that you cannot add sausages and season tickets. 
:" Y. is not nearly so easy in principle, though 
much easier in practice. I think that what we 
ought to do is to recognize that we live in a 
capitalists’ world, and decide what to do in 
relation to what the capitalists will like. Having 
decided on this criterion that Y. should re- 
organize, we must then recognize the changed 
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environment in which the company is operating 
by reducing what we think to be a good index of 
economic performance; that is, if we wanted it to 
make ro per cent in the old environment, we 
should not require it to make more than 9 per cent 
in the new. This raises at least two major prob- 


lems (which I am not, at the moment, going to 
try to solve): is it. right that required performance 


should be changed in this way? After all, Y. is still 
operating in the same industry and in competition 


with the same people; and, once environmental 
factors are allowed to vary what is expected, 1s it 


possible to talk of a required performance other 
than in relation to the environment? If it is not, 
can we compare any two different companies" 
performance? 


Take Things as They Come - 


My own view about Z. is that you should take 
things as they come, and face the future whe 


you come to it. So I find myself saying that if a 


capital grant reduces what you would otherwise 
have to pay for an asset, then the reduced amount 
IS what it costs you; and the accounts should 
reflect 'this position, rather than some other 
hypothetical position that has not arisen — after all, 
if you do not get the grant, then, on the assump- 
tions about profit, you do not build the factory. 
To my surprise, I find I have talked myself into 
urging historical accounting in this case; but I 
hasten to add that this is only for financial 
purposes — for internal economic purposes, 1 
want it done the other way. Or am I being 
hopelessly inconsistent and confused? 

W.’s problem, one might think, should be 
easiest of all. All he has to do is to-convince the 
pundits that they should measure performance on 
earnings yield after tax, instead of before it; after 
all, this is what they do in the United States, But 
this means that they could no longer show trends 
for individual companies over a period during 
which either the tax rate or the tax structure has 
changed. This could be a very serious disability, 
since many stock exchange transactions only take 
place because the two parties have different mar- 
ginal rates of tax (none at all, for charities). But it 
would take far too much space to argue this out. 

I have been fumbling round an awkward 
problem. Y shall continue to use the return on 
investment (in some form) as a measure, but I 
remain very uneasy about it, in case there are 
some even more radical gremlins lurking in it. I 
can only hope that someone can produce a simple 


and general solution which I haven't been able to 


detect. 
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Olivetti Audit 


made in one of the biggest 
accounting machine factories. 
in Europe. . 
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not AFTER spending more than necessary 


not AFTER buying a bigger machine than you 
really need 


not AFTER discovering. the operator (recruiting 
and training) problem 


that the Olivetti! Audit accounting machines are more 
suitable because they are: 


-.less expensive - any office can now afford 
to mechanise 


- more flexible over a wider range of applications 

- easier to operate - any office worker can learn 
in two hours 

- easier to change. programmes 

- more reliable - tens of thousands proved in use 
throughout the world 

- Safer because of automatic proofs 


“more accurate because automatic functions largely 
replace human action 


Yo 
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DO m dur Ar Ape TPO CI domo 


“using a 


HONEYWELL | 


“com puter | Í 
ask our customers! 


Once your systern is installed, you are ready to go— 

a Honeywell installation works almost as quickly as that. 
One reason is that a Honeywell 400, for example, 

has basic routines built in before it leaves for the customer. 
Another is Simultaneous Peripheral Processing, 

a built-in facility which enables two independent programs 
to be run at the same time. A third is EASY—the most 
easily learnt, written and understood programming language... 
All these exemplify Honeywell experience in reducing 
electronic complexity to the simplest terms for the user. 
It’s the dexterity you would expect from the world’s 

most expert designers of automation control equipment. 
The kind it would pay you to investigate before you 
continue with your own plans for a computer. 

Honeywell now supply an unrivalled range of mutually 
compatible computers: the H-400, H-1400, H-800, 

H-800-I, H-1800, H-1800-IT. 


ELECTRONIC DATA PROCESSING DIVISION, Honeywell Controls Limited, 
Moor House, London Wall, HC2. Metropolitan 9581. 
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Incentives to Management— | 


by J. L. HILTON, F.C.W.A., M.B.I.M. 


ANAGEMENT talent — particularly top 

management talent — is scarce. It always has 

been, and probably always will be; but there 
can be little doubt that in the fiercely competitive con- 
ditions of modern industrial life we must, more than 
ever before, make the best of what we have. We have 
to find this talent in its rudimentary stages, nurture 
and develop it, and then provide a working climate 
in which it can be fulfilled. 

‘In Britain — indeed throughout almost the entire 
world — the decade and a half following the end of the 
- Second World War has been a period of redressment 
of.the status, working conditions, and earning power 
of the rank and file of labour. Few will dispute that 
an adjustment was necessary, but none can say whether 
this redistribution process is now concluded or will go 
further. l 

In all the intensity of emotion aroused during these 
years, however, it is possible that the equity of manage- 
ment’s slice of the cake has tended to be overlooked. 
An unskilled worker taking home £20 per week — the 
argument that he has to work overtime to achieve 
this figure is irrelevant; so does management — is 
quite common these days, and given that his family 
unit comprises two adults and two children, his net 
annual ‘take home’ will be just short of f1,000. A 


departmental head with a staff of anything up to. 


one hundred might earn £2,000 per annum and, 
having a similar family unit, take home around £1,650. 
It is such comparisons which have caused some to 
question whether the relative rewards sufficiently 
recognize the decision demanding problems and 
sometimes ulcerating responsibilities which are the 
lot of the executive. 

'The differential tax structure common throughout 
the western world has had much impact on the 
position, and the British Government evidently con- 
cluded that it created a serious element of disincentive 
at management and professional level when in the 
1962 Budget speech there was announced a further 
allowance on earned income up to a maximum of 
£2,000 for surtax assessment purposes. The effect 
was to ensure that no surtax would be payable on any 
earned income up to £5,000 p.a. 

Whatever preconceived ideas we each might have 
about the meaning of ‘management incentives’, I do 
iot think it is going to be in dispute that fundamentally 
problem of motivation falls into two practical 
s — financial and non-financial. 








t part of a paper presented at the thirty-fourth 
Cost Conference of The Institute of Cost and 
countants, on May 17th. : Eege 





Financial Incentives 


It 1s an odd fact that whilst British literature abounds 
on the subject of monetary incentives applied at shop 
floor level, it is so scarce as to be almost non-existent 
on the specific subject of incentives to management. 
Whether this 1s because of a widely held doubt as to 
the merit of such schemes, or is just that inadequate 
research into them has been carried out, I do not 
know. But certainly some institutional work on current 
thinking and practice would be merited. 

It must not be thought that I have carried out any- 
thing approaching a research into the subject — 
clearly such a task would be beyond the scope of one 
man utilizing such spare time as bie managerial duties 
permit. The opinions I have sought, the books and 
articles I have read, the companies I have visited in 
the course of compiling this paper, are largely 
fortuitous in their incidence. A statistician would cer- 
tainly challenge their appropriateness as a representa- 
tive sample, but I hope readers are disposed to be 
tolerant. 


Profit Sharing 


Probably the oldest type of financial incentive to 
management in existence is the straightforward profit- 
sharing scheme. An employer agrees with his em- 
ployees that they shall receive, in addition to their 
wages or salary, a predetermined share in the profits 
earned by the undertaking. During the past decade or 
more there has been a tendency for such schemes to 
be introduced relative to specific groups or grades of 
employee -- generally those defined as ‘staff’. To this 
extent profit-sharing schemes must be included in any 
review of management incentives. 

From time to time the Government of the day — 
not to mention the Opposition - murmurs approvingly 
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on the special merit and equity of profit sharing, and 
few would care to dispute their judgment in this. But 
we are concerned with the specific motivation of 
executives, not staff generally, and I cannot say that 
my modest research has produced any really. worth- 
while evidence of managerial endeavour beyond the 
normal call of duty inspired by a general profit- 
sharing scheme. ) 

The usual contention, slightly cynical though it 
may be — and this is true at all levels of staff — is that 
the contribution of any individual to the overall 
performance of the company is too small to inspire 
him with the thought 'If I work harder, my bonus 
will be greater.” He may even conclude that he will 
receive just as much regardless of how be performs. 

The Imperial Chemica. Industries’ booklet on 
their scheme looks this point squarely in the face and 
says flatly ‘No form of profit sharing or co-partnership 
is likely to provide an immediate and direct incentive 
to.greater personal effort by employees in their day-to- 
day work; but there should be long-term advantages 
to all concerned" .* 

All this, then, is certainly not to say that general 
profit sharing should not be practised, and several 
employers to whom I have spoken have contended 
that the justification for their scheme lies in its social 
merit, not its incentive value. (One of industry's 
foremost leaders, in fact, contended that the word 
‘incentive’ is inimical to the whole concept of profit 
sharing and should never be coupled with it.) Others 
have stressed that by giving employees a direct 
interest in the profitability of the company a team 
spirit is created which would otherwise be lacking. 

Àn interesting variant which attempts to achieve a 
standard of financial equity between employee and 
shareholder has been the introduction of schemes 
which require a given percentage — usually around 
6 per cent per annum — first o be earned on the capital 
employed in the business, leaving the remainder to be 
allocated according to formula between employees 
and the company. 


Top Executive Schemes 


There are, however, many profit-sharing schemes in 
currency which are not 'news' as are the big group 
schemes, and which cover only individuals or small 
groups of individuals. Occasionally they do ‘break out’ 
in the Press; usually when it emerges one way or 
another from a public company’s annual report that 
the managing director’s remuneration runs to six 
figures. In the case of three large companies which 
come immediately to mind it cannot be denied that 
they were outstandingly successful — whether you 
measure success in terms of profit or service to 
customers ~ during the period in which their chief 
executive received a handsome share of the profits. 
My own experience has often been that when a 
man has full responsibility for a clearly defined, 





1 The profit-sharing scheme of Imperial Chemical Industries 
Ltd, page 8, R 
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comprehensive and accountable undertaking he will 
demonstrably take a more thorough and critical view 
of the financial aspects of its activities if his earnings 
are tied to its pronts. Waste, extravagance, poor ser- 
vice to customers, clock watching and so on, become 
attacks on 7s pocket. 

How far down the line does this principle success- 
fully operate? Is a top line functional manager — the 
sales manager, production manager, chief engineer, 
research manager, or chief accountant — similarly 
motivated by the knowledge that his annual income 
depends on the amount of profit earned by the under- 
taking? A serious. difficulty is that profits do not 
necessarily reflect the efforts of management, either 
individually or collectively. Such men may work 
harder when earnings are low than when they are high. 
Indeed, when a fundamental change in one's industry 
or the markets served sets in, it is often necessary to 
recast the profit-sharing scheme since it results in 
obviously inequitable incomes — thus demonstrating 
to all the weakness of the principle. 

The aim of all such schemes is to instill in the 


employees concerned a proprietary interest in the 


company, and somehow one feels that whatever 
difficulties may be experienced in achieving this at 
operative and junior staff level, it should be perfectly 
possible in respect of senior executives. I have found 
surprisingly few, however, who are prepared to say 
that they have in practice experienced this kind of 
‘identification’. The problem of relative personal 
contribution remains. It is perhaps for this reason 
that some companies, notably American controlled, 
have introduced a ‘scientific’ assessment formula into 
the bonus plan which takes account of such things as 
hard work, efficiency, timekeeping, absenteeism, 
quality of work controlled, and so on. . 

Some years ago a substantial light engineering 
company introduced a scheme for its top executives, 
the essence of which was that a minimum rate of 
return on capital employed was necessary before any 
bonus was payable, after which a sliding scale of 
percentage additions to salary was applied based on 
the extent of which profits exceeded the base. A senior 
participant in the scheme commented to me recently, 
however, that he was not at all certain whether it now 
provided the same incentive as it did in earlier days 
when they were building what was, in effect, a new 
company. "oda! he went on ‘our rate of profitability. 
is dependent much more upon economic factors than 
upon operating efficiency. There is still, of course, 
the awareness of the need for trimming our sails 
when demand is low, but there are certain limits 
which must be observed in cutting back expenses, so 
that the company is not damaged and unable to move 
forward when the pendulum swings the other way.' 

The further point brought out here is an import 
one, demonstrating that senior executives are wil 
to risk the possibility of a volatile income whe 
creative spirit — the building of something ne 
worth while — is present, with perhaps the 
horizon of a golden reward one day. Theri 







deal of evidence to suggest, however, that there is not, 
in well-established companies, the same enthusiasm 
for profit-sharing bonuses constituting a fnajor pro- 
portion of income, when the industry concerned is 
subject to cyclical trade factors. 

You will not want to be regaled with statistics from 


the United States of America, but mention of that 


nation prompts me to comment that bonus payments 
to management at all levels are much more prevalent 
there, comprising anything between o. and eo per 
cent of annual income. But the typical American 
executive is much more ‘capitalist’ minded than his 
counterpart in Britain, and more ready to accept 
the conditions of a free society which leàd to good and 
bad years, financially speaking. One feels sometimes 
that the aver ye British executive is very security 
minded.” Venvious of the shareholders’ rising 


divides es are good, but when times are 

baA & 6% his fixed salary in his pocket, tots 

8 X 2. Se tlement, and heaves a sign of relief 
Ga AE oprietorship are not for him. 


- 


Rep. áp or Bonus to Base Salary 
A tertain company until quite recently paid a bonus 
to; all supervisory staff based on the relationship 
between total output and total man hours. This 
brought home tó them, it was contended, the vital 
necessity of controlling output ‘within standard 
allowed time and budgeted indirect hours, leading in 
turn to a ready acceptance of the necessity for cost 
control. It was recently decided, however, to with- 
draw from the scheme administrative. personnel not 
rectly associated with the production function, and 

e reasons given are interesting. “The decision to 
tevert to a fixed salary’, I was informed, ‘was due to a 

_/desire to place ourselves in a position to advertise for 
administrative staff at an all-in salary ‘rather than 
quote a lower salary plus a conjectural bonus.’ 

According to the textbooks a profit-sharing bonus 
must essentially be paid as an addition to a normal 
job rate which is equal to that paid generally as a 
straight salary. This has always seemed to me to be a 
rather unrealistic concept if the bonus element is in 
any way substantial. Can one consistently maintain 
total remuneration for staff positions at a significantly 
higher level that is paid by others in.the locailty or 
industry? Surely the perpetual loss of their best 
employees must in the long run compel the others 
to match up with the leader? It is rather like the ‘high 
wage’ theory — if all adopt it, its efficacy is destroyed 
by its own success. 

A further point to consider is that if the percentage 
of profit to be allocated to employees is in addition to 
full ‘norma!’ salaries, the directors must be reasonably 

assured that the scheme will promote a corresponding 
increase in productivity and profitability. Otherwise 
the equity. earnings simply end up being less than 
normal, to the extent of the percentage allocated to 
the bonus scheme. | 


. It must be emphasized, however, that these con- 


- 
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siderations relate primarily to ‘general’ profit-sharing. 
schemes. Where profit-oriented bonuses apply speci- 
fically to top executives, these can in my view legiti- 
mately be operated in conjunction with a base salary 
which is below the accepted job rate, provided the 
bonus opportunity is sufficiently large. 

To keep the scales in balance let me conclude this 
section by giving an extract from a letter sent to me 
by Sir Frederic Hooper — who surely knows a great 
deal more about this subject than most of us — and 
which he has kindly authorized me to quote. He has 
no hesitation in plumping for profit sharing ~ it is 
worth noting that he bases his view essentially on the 
social value of such schemes — the merit of which he 
says rests on: 


‘(i) their influence on the development of the 
individual's initiative and sense of responsibility 
for his own part in a collective enterprise — a 
necessary consideration in all large-scale organi- 
zations and of importance to the community at 
large; and 

(ii) following on this, their influence on the company's 
efficiency in serving and satisfying its customers — 
of social value to the nation’s progress as a whole." 


Share Purchase Schemes 


A few companies operate a form of profit sharing 
where a sum relating either to profits or dividends is 
applied to taking up shares in the company. The best 
known of these is the LC.I. scheme in which a 
percentage of the total amount paid by the company 
to its shareholders is allocated to a bonus payable to 
all employees meeting certain qualifications, but which 
is actually applied under its terms for the acquisition 
of ordinary stock at the current market price. The rate 
of bonus for each employee which can be applied in 
this manner is the total sum available for bonus 
divided by the estimated total remuneration eligible 
under the scheme. 

The scheme, however, carries no special signifi- 
cance for management except in so far as their bonuses 
will be proportionate to their relatively higher 
qualifying remuneration. It must,. therefore, be 
included amongst those which create a sound climate 
of work and sense of co-partnership in the company. 
But as to specifically motivating senior management 
beyond the normal performance one would expect on 
the basis of a straight salary paying approximately the 
same overall remuneration — one can only guess. And 
my own guess is that it does not. Nor, possibly, would 
its adherents claim that to be its intention. 


Share Options 


A comparatively recent development in Britain has 
been the introduction of share options for executives, 
though such schemes are common in the U.S.A., 
some having operated for many years. The principle 
is extremely simple. The directors ask the shareholders’ 
consent to the reservation of a block of shares for 
issue to executive directors and managers. "T'he terms 


10 


of the option define the price, often in relation to the 
middle market quotation or the date of its grant, and 
the future period during which it can be exercised. 

It is worth reflecting on the difference between the 
taxation principles which apply in the U.S.A. and in 
the United Kingdom, fcr these have an important 
bearing on some of the features which have been 
heavily criticized in the Press. The American holder 
of an option has to take up the stock and then sell 
it before he suffers any personal taxation, and it is 
then the 25 per cent capital gains rate which is 
applied, not the 62 per cent income tax rate. In the 
United Kingdom, however, current practice is based 
upon the now celebrated case of Abbott v. Philbin, 
when in 1960 the House of Lords decided that what 
should be taxed was the value of the option when 
granted, not when it was exercised. In the main, 
this decision was favourable to the option holder, but 
it did mean that he woulc have to pay income tax and 
possibly surtax on its assessed value, whether he 
exercised it or nót. It is difficult to say precisely what 
method of valuing the option will be adopted by the 
Inland Revenue, since no precedents have been 
publicized at the date of preparation of this paper. 
It would seem, however, that such matters as the 
relationship between the option price and market 
price at the date of grart, the period of the option, 
any restriction on the sale of the shares, and the 
value on the open market of a three-month ‘call’ 
option, would be factors in determining its value. 


Currently the tax rulss relating to stock options 
in the U.S.A. are undergoing a stern reappraisal by 
Congress. But oddly enough some British critics of 
the system would like us to convert from an ‘income’ 
to a ‘capital gains’ princisle — to be, as one article put 
it recently, *more like corresponding schemes in the 
United States’. 

What strikes me as a curious feature of the terms 
of share or stock options is that whereas in the 
U.S.A. they appear generally to have been pitched 
at a level below the market price on the date of 
granting, in the United Kingdom many have been 
pitched ‘above market’ - by as much as 15 per cent. 
It is appreciated that the motive here is entirely 
worthy; namely, to avoid any suggestion that an 
immediate tax-free gift is being handed over. But why 
should any executive, having confidence in the future 
of his company, wait until the market price has risen 
to the option level before purchasing the shares, 
instead of going to a stockbroker at the outset and 
making the selfsame purchase at the lower price? If 
the answer is that he does not have the money to do 
so, how then is he any more likely to have it to take 
up his option at the later date? A possible factor might 
be that he will already have been required to pay 
income tax and possibly surtax on the assessed value 
of the option, and will in consequence feel that he 
should ultimately make use of that for which he has 
paid. 

These schemes have aroused some strong views, 
both.for and against, and in this latter category no one 
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has spoken up more strongly than Mr Harold 
Wincott. The main objections appear to be: 


(i) Share options are supposed to enable a company 
to attract and retain competent executives — but 
once the option is exercised its retaining power 
is lost and an executive may even be inspired to 
go elsewhere and start the game all over again. 


(ii) They are intended to spur key executives on to 
greater efforts on behalf of the company, and 


also to give the beneficiaries a share in its con- ə 


tinuing success — but the 'proprietorship identi- 
fication' vanishes if the option is exercised and 
the ‘profit’ quickly taken by sale of the shares. 


(iit) The directors and executives with option rights 
may become excessively share price conscious — 


a state of mind not always synonymous with the /i 
Pu F 


long-term interest of the company. 


(iv) 'T'he creation of privileged classes able to buy 
shares at below market value, often with 'inside; 
knowledge not available to the shareholder 
generally, is wrong in principle. uj 


In my view the difficulties mentioned in (i) al 
(ii) above could be overcome by applying suital 


A 
i, 


qualifications to the shares. Or if less formal methods" 


were preferred, a boardroom interview with anyone 
selling his shares to ascertain the reasons for loss!of 
confidence in the company's future might be a useful 
deterrent! The 'case against', in fact, probably rests 
more strongly on the moral arguments of (iii) and (iy). 

American literature on the subject stresses the 
point that stock options are an excellent means 'of 
attracting high level managers. If this is true, it \is 
not altogether surprising that the practice finds 
favour with so many American corporations; arid 
what then follows is presumably a contest as to who 
can offer the best options. lt is interesting to notej 


incidentally, that both in the U.S.A. and in thes 


United Kingdom relatively small concerns have been 
just as active in this field as the 'giants'. Is a possible 
explanation that in their early struggles growing 
companies are better able to offer attractive options 
than really high salaries? 

An American boss when asked by a member of an 
investigating panel what he thought about his 
company's share option scheme replied: ‘I don't agree 
with it in principle, but the important thing is, it 
works.' What then are the facts of the situation here 
in the United Kingdom? Mr Wincott — as I said, 
scarcely a supporter of the practice — recently re- 
ported in the fnvestors Chronicle that the shares of 
thirty United Kingdom companies operating stock 
option schemes performed significantly better than 
the market as a whole between October 31st, 1961, and 
July 31st, 1962!. Now it is a fair bet that companies 


whose share prices trend above the market are mostly | 
if not always earning improved profits, and one can ^ 


at least say that the theory of the incentive value of 
stock options to key executives is certainly not 
tarnished by this evidence. 


1*Stock option shares go ahead’, January 25th, 1963, issue. 
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= Perhaps the neatest summing up of the whole 
position was given in the Evening Standard’ of 
December 7th, 1961, and which reported the E.M.I. 
annual general meeting for that year as follows: 


‘A woman shareholder questioned Sir Joseph 
[Lockwood] about the company's new share option 
scheme for executives. “Why”, she asked, “can these 
people not buy their shares in the ordinary way, just 
as we, the shareholders, did?" 


‘Sir Joseph had explained that one-third of the 
£300,000 of unissued capital set aside was being 
offered the thirty-eight young executives. 


‘They have not the money to put down to buy 
shares”, he told the questioner. “But we want them 
to work to improve the value of your shares. If we 
assume a £50,000 gain in the value of their shares, the 

- shareholder as a whole would have £20 million 


3» 3 


extra . 
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Staff Bonuses 

Some companies pay an annual bonus loosely deter- 
mined according to the past year’s result and expressed 
as a percentage of annual salary. Payment is some- 
times varied to each individual according to the 
arbitrary judgment of the board, or a reviewing panel, 
based on the merit of the employee’s performance 
during the year under review. 

I bave seldom known such schemes to have any 
noticeable effect on the performance of management. 
The amount is too small a proportion of total remun- 
eration, too remote in time from the events to which 
it relates, too widely spread, and seldom relative in the 
executives mind to his particular effort. It soon 
becomes accepted as a normal element of remunera- 
tion and reduction during a period of recession can 
often lead to a worsening of employee relations. 

(To be concluded.) 





Tax Topics 


TRADE EXPENSES IN... 


N computing the profits or gains to be charged 

under Cases I and II of Schedule D, no sum shall 
be deducted in respect of any disbursement or 
expenses which is not wholly and exclusively laid 
out for the purposes of the trade. Not all sections of 
the Income Tax Acts are as clear as section 137 — 
would that they were! Even so, the wording appears 
at first sight to be clearer than it actually is. After all, 
just how does one define the terms ‘wholly and 
exclusively’? 

In the last resort the test 1s one of common sense, 
based upon the facts of the situation. Nevertheless, 
it is often a source of wonder that so many reasonable 
men can deduce so many apparently reasonable 
conclusions from the same set of facts. 

The case of Foseph L. Thompson € Sons Ltd v. 
Chamberlain illustrates an interesting facet of this 
problem. The company was engaged in shipbuilding 
and belonged to the Shipbuilding Conference, a 
trade association representing that industry. The 
annual membership subscription was nominal but 
there was also an annual levy based upon the 
tonnage built. This ranged from £10,000 per annum 
to double that sum. The Conference subscribed to a 
body known as the Economic League, the activities 
of which ranged from promoting public under- 
standing and study of economics to propagating a 
belief in the preservation of personal freedom and 
free enterprise. The Conference subscribed to the 
Economic League on the grounds that ‘it did great 
good to the prosperity of the shipbuilding industry 
throughout the country by encouraging industrial 
peace and furthering the prosperity of the industry’. 

The Inspector of Taxes disallowed part of the 
company’s annual subscription and levy to the 


Shipbuilding Conference because a part thereof was 
paid to the Economic League. The payment to the 
latter, while the company might regard it as con- 
ducive to the furtherance of its trading interests, 
could not be regarded as expenditure laid out wholly 
and exclusively for the purposes of the company’s 
trade in so far as such payments served the very wide 
aims of the Economic League. 


e FACT AND LAW 


The General Commissioners, who are eminently well 
qualified to hear this sort of case, agreed with the 
Revenue and the company appealed. The actual 
sum disallowed was nominal but it was a test case. 
In the High Court Mr Justice Ungoed-Thomas 
found for the Revenue primarily on the simple point 
that the purposes of the Economic League was not 


` the purposes of the company's trade. This particular 


proposition has been fairly well established over the 
years in the British Courts. Even in the famous 
Tate & Lyle case, which went to the Lords, the 
company was found to be expending money on a 
campaign against nationalization which threatened 
the entire basis of that company’s business. The fact 
that the Tate & Lyle action helped other companies 
did not matter; its primary purpose was for the 
company’s own benefit. The reverse situation, 
however, does not apply. A payment made in the 
interests of the industry to which a trader belongs is’ 
not a payment exclusively in the interests of. his own 
business or trade. 

Where a payment is made by a trader to a trade 
association the test is, What does the latter do with 
the money? The association is in fact the agent of the 
trader. Mr Justice Ungoed-Thomas rejected the 
company's plea that in such a case it was the purpose 
of the company making the payment that should be 
decisive and not the general objects of the payee, 
or the services which the payee rendered the 
company. ` i 
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Nowadays, with the diminution of private charity, 
companies are to an increasing extent being called 
upon to contribute funds to all sorts of deserving 
bodies. In the case of an established charity it is a 
simple matter since the recipient can reclaim the tax 
from the Revenue. Likewise, contributions to local 
bodies like a hospital or sports club from which the 
company's staff and employees may possibly derive 
some benefit are also allowed. What could prove 
controversial are payments, such as in the above case, 
for purposes which are partly political, however 
patriotic they may be, and only partly for trade. The 
recent discussion of corporate contributions to 
political party funds is a facet of this complex problem 
although such sums are not allowable for tax. 
Looking further afield, some shareholders may also 
wonder whether their companies should be such 
generous patrons of the arts and other activities at 
their expense, apart from the use of covenants at the 
expense of the Inland Revente to this particular end. 


INDEPENDENT RESEARCH 


HE publication of the first memorandum of 
evidence prepared by th» Canadian Tax Found- 

ation for the newly-appointed Royal Commission on 
Taxation in Canada is a reminder of the status this 
young association has carved out for itself in its short 
life. Founded in 1947 as an independent research body 
sponsored by the Canadian Institute of Chartered 
Accountants and the Canadian Dar Association, its 
purpose is ‘to conduct, initiate and encourage 
impartial and expert research into problems of 
taxation’. ` 

The Foundation’s bi-monzhly journal, voluminous 
and substantial papers delivered at its annual con- 
ference, a stream of books, occasional papers and 
research studies on all aspects of taxation, central 
and local, as well as those appertaining to particular 
Canadian industries such as forestry and mining — 
all provide eloquent testimony to the abilities and 
energies of its research staff and the independent 
contributors commissioned by the Foundation. 

When one considers the weight of current taxation 
and its role in the economic life of the nation, it is 
surprising that the need for a similar independent 
and authoritative research body in the United 
Kingdom has not been recognized. This is not to 
decry the excellent work done by the professional 
societies and their research committees in Britain, 
but inevitably such work must tend to reflect the 
special interests of the body concerned. What is 
needed is continuous research over the broadest 
possible field of inquiry. An independent body with 
a small full-time staff is mor2 equipped to do this. 


SCHEDULE A IN 1963 


LTHOUGH Mr Maudling signed the death 
warrant of Schedule A in the Budget, the Parlia- 
mentary discussion of his proposals and the provisions 
of the Finance Bill suggest taat'this ancient schedule 
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is an unconscionable time a-dying. Quite apart from 
the fact that after April 1964 the tax will be reincar- 
nated for certain classes of property-owner in the 
guise of the proposed Case VIII of Schedule D, there 
are the important transitional provisions for 1963—64 
which property-owners and the Inland Revenue must 
sort out while preparing themselves for Case VIII. 
As far as the average owner-occupier is concerned he 
will pay no Schedule A next January and his coding 
notice, if it includes this item under P.A.Y.E., will 
be amended this month or thereabouts. 

If the owner lets off his property then the tax in - 
1963-64 will be charged in exactly the same way as in 
recent years. In other words, the Schedule A tax 
will be charged and the excess rent will be chargeable 
under Case VI of Schedule D. The tenant paying rent 
under a long lease is entitled to deduct tax at standard 
rate from the rent, although the owner can, if he 
applies to the Inspector of Taxes before the end of 
this month, apply to have the Schedule A tax 
charged to himself instead of the tenant. This and 
other useful information is given in a small booklet 
entitled Schedule A for 1963. prepared by Barclays 
Bank Ltd and available free of charge from any 
branch. It is a most useful and commendable exercise 
in public relations. — . -~ i 


MITIGATING ESTATE DUTY 


T is common knowledge that of all the Inland 

Revenue duties estate duty is the easiest by far to 
avoid, even if it is putting it rather too strongly to 
assert that the duty is an ‘optional’ tax. Nevertheless,. 
many people are ignorant of the possibilities in this 
respect although they may be sufficiently wealthy to 
warrant taking professional advice. There are even 
some, though few in number, who object to arranging 
their affairs to minimize the duty on moral grounds, 


‘says a recent report on attitudes of the public to estate 


duty, prepared by the Professional Advice Bureau 
Ltd. This report, as the title implies, is concerned 
primarily with the views of the public on the subject. 
Accountants may be pleased and even flattered to 
learn that ‘the accountant is considered by the most 
knowledgeable section of respondents to be the best 
adviser on estate duty problems’. 

The survey reveals that solicitors were more likely. 
to favour deeds of gift and discretionary trusts than 
arrangements based upon life insurance. Accountants, 
on the other hand, do not favour one type of arrange- 
ment over another. Quite apart from devising the 
most suitable arrangement to meet a particular 
client's needs, professional advisers were under other 
difficulties. Far too many people decided to do some- 
thing about estate duty too late; many older people are 
not only completely ignorant of the ways of minimizing 
estate duty, but ‘when they do know’, declared one . 
company diréctor, 'they are either distrustful of the 
scheme or of the people who are made beneficiaries 
of it'. This twenty-eight page pamphlet may give 
them a few ideas, but they may grudge the price 
which,.at five guineas, certainly seems a little high. 
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Weekly. Notes 


SCOTTISH INSTITUTE'S EXAMINATIONS 


HERE were 358 cand:dates for Part V of the 

examinations of 'The Institute of Chartered 
Accountants of Scotland held last May and 171 
(47:8 per cent) were successful. 

The Institute's Gold Medal for the candidate 
whose performance over Farts IV and V was the 
most meritorious, was awarded to Mr Jeremy Morton 
Burnet, of Edinburgh. The Institute's Prize for the 
candidate whose performance in Part V alone was the 
most meritorious, was won by Mr John Mervyn 
Vincent Hunt, of Dunfermline, who also received the 
John Munn Ross Prize in respect of Paper I of Part 
V. The J. C. Burleigh Prize for the successful London 
candidate whose performance in Part V was the most 
and sufficiently meritorious, was won by Mr Ian 
William Simpson. The Guthrie Prize for the woman 
candidate with the most and sufficiently meritorious 
performance was awarded to Miss Patricia Ann 
Miller, of Edinburgh. b 

A list of the successful candidates in Part V appears 
elsewhere in this issue. 


ADDED VALUE TAX REJECTED 


N a memorandum to the Richardson Committee 

the National Association of British Manufacturers, 
whose Taxation Committee has for some time past 
been engaged in a study of the possible advantages to 
the economy of a tax on added value, considers 
turnover taxes of the type in force on the Continent 
of Europe generally, and the tax on added value in 
France in particular. In support of an added value 
tax it has been argued that this encourages growth, 
since it favours high investment industries which 
tend to be the more rapidly developing and pro- 
gressive sections of the manufacturing world; that it 
leads to lower prices; thatit isa strong exportincentive; 
and that it is capable of application to a wide range of 
goods and is therefore a fairer tax than purchase tax 
as at present applied in the United Kingdom. 

There are, however, weighty arguments against 
such a tax — that it would be complicated in operation 
and necessitate a large army cf inspectors and clerks; 
that a changeover to it would mean a major upheaval 
in the economic and tax structure of the country; that 
it has inflationary tendencies; that it would need far 
more collection points than now exist; that it would 
create difficulties for those concerns which are not 
liable for profits tax; that it would increase the 
financial burden on manufacturers; that if its compli- 
cations were reduced by the adoption of a uniform 
rate, the Chancellor of the. Exchequer would. lose 
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the control over the economy which the flexibility of 
purchase tax rates gives him; and that it would be 
unfair to manufacturers whose goods cannot be 
exported. 

The N.A.B.M. comes to the conclusion that the 
disadvantages outweigh the advantages and therefore 
does not favour the introduction of a tax on added 
value in substitution for purchase tax and/or profits 
tax. The Association does, however, recommend a 
further examination of the taxation system to see 
what changes should be made to foster growth and a 
healthy economy. 


OWNER-OCCUPIED TRADE PREMISES 


HE abolition of Schedule A tax on owner- 

occupiers as from 1963-64 was accompanied by a 
provision forbidding the deduction of net annual 
value in relation to Case I and Case II assessinents for 
that and subsequent years, regardless of the fact that 
the basis year might well be pre-1963-64, when 
Schedule A tax was in fact paid. This provoked a 
spirited correspondence to this journal, as to whether 
the provisions of clause 29 of the Finance Bill were 
inequitable or not. 

The Government introduced a new Schedule 8 
to the Finance Bill on report which provides for a 
special relief where the taxpayer occupied land for 
business purposes at any time before 1963-64 but it 
ceases permanently to be so occupied by him. The 
point was made that this was the only case where 
clause 29 could have caused inequity because “as long 
as he owns the premises... the loss of the Schedule 
D deduction is balanced by the fact that he pays no 
Schedule A’. The special relief applies only for 
1963-64 and 1964-65, where there would otherwise 
have been an allowance. The Government declined 
to condition the relief on being satisfied that when the 
taxpayer first acquired the property he got no relief 
for it until the following year. They regarded it as 
impracticable to delve into the past to find out 
whether or not the taxpayer received double allow- 
ances in the early years, owing to the operation of the 
'new business' provisions at a time when he had the 


property. 


ENCOURAGING SAVINGS 


SAVE-as-you-earn scheme (S.A.Y.E.), based 
£ Aon the present P.A.Y.E. system, which should be 
available to everyone who pays income tax, is called 
forin a pamphlet published last week under the 
title Owning Capital by the Conservative Political 
Centre (price 6d net). Based on the work of a four-man 
study group formed by the Political Council of the 
Junior Carlton Club, under the leadership of Mr 
William G. H Clark, M.P., F.a.c.c.A., a member of the 
Council of The Association of Certified and Corporate 
Accountants, the pamphlet states that under the 
scheme, code numbers could be adjusted (involving 
no extra work.for the employer) so that, according to 
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individual choice, a larger amount would be deducted 
from salaries and paid over to the Inland Revenue in 
the normal way. At the end of the tax year the 
exployee would receive a negotiable certificate of 
saving. 

A save-where-you-spend system is also advocated 
under which supermarkets, and also such establish- 
ments as public houses, could sell shares in unit 
trusts. There is no reason, say the authors, why the 
movement should stop at .unit trusts. Over-the- 
counter purchase of stocks and shares, for example, 
would do much to spread wider interest in British 
industry. l 

A number of detailed suggestions are made in the 
pamphlet for encouraging further savings particularly 
through tax reliefs. T'hese include: income tax exemp- 
tion for the first {15 of all investment income, what- 
ever the source; the payment of any remaining stamp 
duties by the seller rather than the buyer; extension 
of life assurance reliefs to premiums paid by a parent 
for his child, if a minor; and improved mortgage 
facilities. ' 


C.L.R.P. AUDIT CONTROVERSY 


T !ast Tuesday's annual meeting of City of 
London Real Property Co, Mr Leonard Williams 
adroitly fended off what questions there were on the 
subjectof the board's attempt toremove thecompany's 
auditors. The particular resolution to that effect will 
be put at an adjourned meeting on July rsth but it 
seems doubtful whether Mr Williams will be able to 
deal so readily with questions then. 

City sentiment which has been hardening against 
C.L.R.P. has now been turned into a definite move 
by The Association of Investment Trusts. The 
Association will recommend its members to vote 
against the resolution to remove the auditors. The 
Association makes the point that what is important is 
not the method of presenting the C.L.R.P. accounts, 
but ‘whether there is anything to justify the board’s 
recommendation to stockholders that the auditors 
should be changed’. 

The conclusion is that there is nothing in the 
chairman’s statement to justify such action and that 
‘the essential iridependence of an auditor’s position 
will be prejudiced if he is to face dismissal over a 
disagreement on such an issue’. The Association’s 
views will carry considerable weight with shareholders 
generally. 


FBI. ON MANAGEMENT EDUCATION 


Ao and clearly written pamphlet called 
Management Education and Training Needs of 
Industry has been put out by the Federation of British 
. Industries. In May 1962 a working party was set up 
by the education committee of the F.B.I. to examine 
the question of education for management from the 
point of view of industrial requirements. The report 
is.an attémpt to identify and clarify some of the màjor 
problems for industry and education in improving 
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the practice of management in the United Kingdom. 
. The pamphlet draws the necessary distinction 
between management and supervision and points out 
that considerable confusion has been caused by 
mixing up these two functions. It goes on to say that 
management is essentially concerned with leadership, 
the arrangement of priorities and the taking of deci- 
sions between alternatives under time pressure. 
Much of the instruction given in certain institutions 
and at special courses is concerned with supervision 
rather than with management. It also casts doubt 
on the idea of management being a profession. 


Certainly there is none of the special relationship 


between client and specialist which exists in the 
normal professional connection. | 

Among its recommendations the report suggests 
that schools and universities should devote more 
attention to a knowledge and understanding of 
current social, economic and political influences. They 
also think a progressive structure of management 
education needs to be developed. Courses of about 
three months’ duration should be given for depart- 
mental management at post-degree level to be 
linked with opportunities for experience in manage- 
ment work. Residential courses should be provided 
for the general management level but emphasis is 
laid on the need to have outstanding teaching staff. 
The needs of higher management could be met by 
week-end study conferences. There are also recom- 
mendations fór research into management techniques, 
training for management and a closer link between 
colleges offering training courses and industrial 
companies. 


-U.K. BALANCE OF PAYMENTS 


CCORDING to the new June issue of Economic 

Trends (H.M.S.O., price 6s) the improvement in 
the balance of payments situation of the United 
Kingdom continued in the first quarter of 1963 so 
far as the current account is concerned. On a season- 
ally adjusted figure the visible balance improved by 
over £20 million compared with the last quarter of 
1962, an actual change-over of a deficit to a surplus. 


Furthermore, net earnings from invisible items were 


maintained at a level appreciably above the average 
rate for 1962. The current account surplus of £59 
million, seasonally adjusted, was the largest since the 
second quarter of 1959. 

. "In the case of the long-term capital account, the 
net outflow increased by £73 million in the first 
quarter. Part of this was due to a change in the classi- 
fication in items, but it was also partly due to a higher 
outward flow of investment and a lower inward flow. 
. The balance of current and long-term capital 
accounts together showed a deficit of £17 million 
over the quarter. The balance of monetary move- 
ments, however, which measures the net total change 
in the reserves, external liabilities, claims in sterling 
and other short-term capital movements, showed a 
favourable balance of £77 million. ` ine : 
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NATIONAL ASSISTANCE IN 1962 


"a was an increase in 1962 compared with 
1961 in the number of applications for assistance 
from the National Assistance Board. Excluding 
applications for grants to meet charges. under the 
National Health Service (which accounted for about 
half a million applications in each year), there were 
2:80 million applications last. year compared with 
2:43 million the year beforc. | 

Most of the weekly allowances were paid as supple- 
ments to National Insurance pensions and benefits. 
About 72 per cent were accounted for in this way. As 


in previous years these weexly allowances account for 
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the largest category of assistance granted. ,A full 
analysis of the figures is given in Report of the National 
‘Assistance Board for the year ended December. 31st, 


1962 (H.M.8S.O. 5s 6d net). During the year the total 


net expenditure of the Board was {202-44 million of 
which {180-90 million was spent on national assistance 
grants. The rest was made up of non-contributory 
old-age .pensions, reception and re-establishment 
centres and Polish hostels. Administrative expenses 
came to /13:36 million. 

Prosecutions for fraud in 1962 came to 1,230 
and of these r,206 led to convictions. Substantial 
sums overall (though small in individual amount on 





This is My Life... 


| by Àn Industrious Accountant 
CHAPTER 179 ` 


HE personnel director had summoned us to an 
informal meeting, purpose as yet unspecified, in 
his private room. The sales manager, the factory 
manager, a few of the more experienced senior men 
at the next executive level. myself... we eyed one 
another warily. Prinny is well-known for his ability to 
get his own way in the long run, by coaxing, arguing, 
or overriding, so we felt like a bunch of sitting ducks. 
Judging by his worried expression, something was 
afoot. 
— Actually, Prinny's technique was masterly. He was 
in a jam, he confessed moodily; he didn't know if 
we'd be able to help him. His secretary handed round 
cups of excellent coffee. He'd let down the company 
unless we could find the arswer for him. She distri- 
buted boxes of cheroots and cigarettes at strategic 
points. As the grey smoke curled ceiling-wards we 
relaxed receptively, softened-up and co-operative; 
. tell us the worst, we urged him. | 
It started at his Naval Reunion last night, he 
confessed, and we sighed sombrely; so many of 
Prinny’s past misdeeds hed stemmed from Naval 
Reunions. The medico from his wartime destroyer 
was now running our local hospital and had bemoaned 
shortages of blood plasma. In a spasm of enthusiasm 
(how well we knew Prinny’s well-meant spasms) 
he had promised to donate no less than one 
hundred and fifty bottles of the company’s red 
corpuscles. We sat up sharp-y. Well, he blustered, the 
chairman of Smythe & Co (an ancient rival) had 
notched up a hundred and twenty; what less could he 
offer? The blood-bank chaps would roll round next 
Thursday; he himself, he said with a deprecatory 
cough, would give the first pint of best blue. | 
There was a moment of silence while we considered 
possibilities, then Scotty's flair for showmanship 
proved its mettle. ‘Dinna worry, sair? he urged, 


‘oor laddies in the sales department will gi’e half it 
right away with naw trouble at a', and ye ithers can 
make up the balance.’ 

The factory manager looked bland as he picked up 
the gauntlet. Several of his staff had been donors for 
years, he pointed out; it wouldn't be anything new 
to them. 'They'd contribute first, in fact, to let the 
sales blokes see there was nothing to it. 

It was a little difficult to overbid, as the office staff is 
numerically inferior, but I had an ace to play. ‘Jolly 
good show, you chaps’, I said magnanimously, ‘you 
supply the quantity, PH provide the quality. We have 
some of the really scarce stuff in Accounts, O 
negative and all that. We'll show these Smythe 
boasters a thing or two.' 'T'he rivalry grew quite heated 
under Prinny's gratified smile. 

It was quite a day when the medical characters 
arrived. Their brisk efficiency was impressive, their 
teamwork admirable. We trooped into the canteen, 
hastily cleared for the job, and gave our blood with 
conveyor-belt precision. Our men played it debonair 
and tough before the pretty nurses, lying down on the 
stretchers with noble resignation; our girls had a 
quiet acquiescence which somehow emphasized the 
true value of the gesture. The labelled jars accumu- 
lating on the table, with beaded bubbles winking at 
the brim, would save life. The syringe pricks, the 
tensed nerves, were a small price to pay for such a 
good cause. o 

` We clustered nearby, refreshed with the strong tea, 
coats slung  Hussar-fashion over one shoulder, 
watching the tots mounting, one hundred and thirty, 
one hundred and thirty-one . . . we felt like knitting 
women around the guillotine . . . one hundred and 
sixty-three, a local record. us 

A spirit of complacent heroism pervaded the 
accounts department later, enhanced by the fact that 
we'd cleaned up all the side-bets. The punched-cards 
section was the only one to contribute roo per 


cent, the office manager had achieved his fortieth - 


donation (another local record), the internal auditor 
had fainted but came back doggedly. I‘suppose we 
must accept the compensatory factor that few of us, 
myself included, did a stroke of work all afternoon, 
but it was pleasant to combine prosperity with charity. 


f 


1 
E 
pe 


F 


July 6th; 1963 


the whole) continue to be recovered as overpayments. 
These are usually obtained from particulars of estates 
after decease where a recipient of assistance has failed 
during life to disclose fully his capital assets. Two 
large cases came to light in 1962. One estate was 
worth £31,000 and the other £25,000. 


STATE MONOPOLIES CRITICIZED 


Ax pamphlet called Failing the Nation has 
been issued by Aims of Industry with the 
sub-title ‘Dilemma of the State Monopolies’. It has 
been written by. Dr George Tugendhat. Much of the 
text is taken up with the problem of cheap coal, a 
subject on which Dr Tugendhat is presumably well 


‘versed since he has for many years been connected 


with the oil industry. 

The author points out that the fact has to be 
accepted that most of the basic industries have been 
nationalized and that nationalized industries have 
been put in a monopoly position by law. The problem 
is to go on from there and improve their efficiency. 

The pamphlet says that the conviction that 
United Kingdom coal costs will inevitably rise, an 
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assumption which led to the belief in an early profit- 
ability of atomic power, is. now proved to be wrong. 
The author says that the National Coal Board is now 
saddled with assets on which it cannot earn profits 
to the amount of nearly £500 million out of a total 
book value of £826:5 million. It is not quite clear how 
these figures are arrived at, however. It is asserted 
that taking the railways, the N.C.B. and atomic 
energy together, a sum of over £2,000 million will 
have to be considered for writing off. 

The pamphlet suggests that these problems should 
be tackled by giving the nationalized industries greater 
managerial freedom. It is wrong, goes on the author, 
to evade these problems of adjustment by compelling 
the nationalized undertakings to show a ‘spurious 
profitability’ which can only be maintained by 
monopoly action. It is suggested that the N.C.B. 
should say what measures are required to enable it to 
reduce the price of coal to competitive levels, say, to 
the level of' the landed price for United States coal 
in the United Kingdom. It is further suggested that 
the Central Electricity Generating Board and the Gas 
Council should explain their financial and economic 
policies were they to obtain coal and oil in the cheapest 
markets. 





Finance and ` 
~ Commerce 


British Cocoa and Chocolate ` 


HE first publicly issued accounts of 'T'he British 

Cocoa & Chocolate Co Ltd, from which this 
week's reprint is taken, provide a detailed look into 
the company which commands much of the chocolate 
trade in Britain, and also into the manner in which the 
company and the industry have been affected by the 
purchase tax imposed on sweets under the 1962 
Budget. 
" Included in the reprint is the detail of “Sales and 
Profits 1958-62’ which forms part of the statement by 
Mr Paul Cadbury, the chairman. One of the inevitable 
influences on earnings is the fluctuation in the price of 
raw cocoa. It is mainly because of this fluctuation that 


. the directors, as Mr Cadbury points out, ‘consider the 


average profit level over several years more important 
than the rate of profit in any one year’, although by 
comparison with other commodities, price fluctuations 
in cocoa are relatively small. 
The-company’s policy is to carry a large stock as the 


stock element either way. 


best security against fluctuations in price. ‘On a 
falling market’, Mr Cadbury says, ‘manufacturers 
who may have less stock could undercut our prices 
if we had not carried out our traditional policy of 
writing-down the value of our stocks at the end of the 
year. In practice we have usually been able to recover 
the amount we have written down in the succeeding 
year or years.’ 


Five-year Average 


Going further into the stock factor in earnings, Mr 
Cadbury says that the figures for the home companies 
in the group from 1958 to 1962, eliminating the 
factor of. both writing down and recovery, produce 
a more or less constant result ‘which is evidence that 
the careful way in which every line is costed achieves 
the profit margin at which we aim’. The 1961 profit 
figure, incidentally, included a large credit from 
recovery. This contributed to the record profit for 
that. year. For 1962 there was comparatively little 
The ‘average of last five years’ column in the sales 
and profit figures is something one does not recall 
having seen in company reporting before, but 
obviously, in the context of Mr Cadbury’s statement, 
the ‘average’ figure is a pertinent one in the com- 
pany's calculations and therefore it is right that 
shareholders should see it at a glance as well. 
. The impact of the purchase tax. on sweets is that 
the group will collect over £7 million for the Inland 
Revenue in a full year. The mechanics. of collecting 
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the tax have worked well at relatively small cost but, 
by contrast, the imposition of the tax involved the 
company in considerable expense. 


Cost of Tax Changes 


The cost of all the changes, due to the tax, to the 
home companies in the organization was well over 
£500,000 last year, in spite of one month's notice of 
the tax imposition. Re-labelling, re-pricing, and in 
some cases new plant and machinery are inevitable 
when a new tax is imposed. Mr Cadbury makes the 
point that fas large a sum or larger would have to be 
spent wastefully' to meet any change in the purchase 
tax position. 'The Chancellor, it may be pointed out, 
now has power to make ro per cent changes in 
purchase tax either way whenever he likes. 

Just what purchase tax meant is explained by Mr 
Cadbury, but the basic fact at which the thing starts 
is that it is easier to retain a level price of 6d per block 
of chocolate by adjusting the weight than it is in a 
confectionery bar. An increase in price from 6d to 
7d has an adverse effect on sales and the longer the 
7d price is retained the grezter the sales fall. 

As J. S. Fry & Sons are the leading house in 
confectionery bars, the Budget affected their sales 
and profits proportionately more than Cadbury's. ‘Our 
experience all over the world’, Mr Cadbury says, ‘is 
that a convenient price, 3d 6d or Is, is of paramount 
importance.’ Purchase tax changes therefore mean 
adjusting weight to fit the price, including tax. 


Direction 

The report to shareholders also provides a glimpse 
of the trials and tribulations attending attempts to put 
up new plant under conditions of ‘directed’ develop- 
ment, The Cadbury Foods Company wanted to build 
a big new factory on land owned in Worcester 
alongside existing works. It was assumed that the 
declared Government policy of doubling the size of 
Worcester to absorb some of the Birmingham 
population overspill would bring approval of the 
scheme, particularly since the Minister of Housing 
and Local Government had indicated that he would 
like to see population ani industry flow to the 
Worcester area. 

But because of serious unemployment elsewhere the 
Board of Trade would not grant the company an 
Industrial Development Certificate to build a new 
factory at Worcester. A compromise was reached 
whereby about half the intended production will take 
place in the existing Worcester factory and the rest 
at the company’s Moreton factory on Merseyside. 

Total production at Worcester would obviously 
have been the most economical development from 
the company’s point of view. ‘Expressed in cost per 
individual cake’, Mr Cadbury says, ‘the saving to the 
consumer would be as much as 1d per cake’, Under 
the compromise scheme, extra cost is involved owing 
to some duplication of plant and machinery although, 
by using existing factory buildings, some of the 
capital cost will be saved. 
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THE BRITISH COCOA AND CHOCOLATE COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET—29TH DECEMBER 1962 


1962 


196! 


1961 


ES at Cost or Valuation (Note £ 
e M s 27,131,301 


FIXED ASSETS 
Land and Buildin 


24,610,243 
3,050,378 


Chocolate Company Ltd. fully paid (Page 10)* 


ISSUED SHARE CAPITAL of The British Cocoa and 
13,461,930 CAPITAL RESERVE (Note 9) 


£ 
21,974,358 


13) 


Accumulated Depreci ation 


23,434,429 


3,696,872 
28,997,141 


10,318,946 


21,559,865 


10,506,228 


os 


Plant and Machinery at Cost or Valuation 


Accumulated Depreciation 


25,833,200 
8,942,252 


302,828 
30,832,373 
66,592,365 


301,234 CAPITAL PROFITS RESERVE (Note I0) 


27,312,320 REVENUE RESERVE (Note II) 


63,049,842 


18,490 913 


16,890,248 
2,339,978 
40,790,791 


2,370,113 


Goodwillincluding that arising on Consolidation 


44,295,455 


t e 
Si el 
ex a 
E i 
N = 
d S 
on + wt a 
Qa Ei da X 
Ro di eo m 
Cun OT voa vw 
ba 
E ud DG g 
e 2 e 
e vo a 
som s ig aS 
m s S 
e u ~ E> 
Mz ac CG 
e cse a "RI 232 
D v aca 
e OQ OUO 
icm ae 726 UO 
Bb Z ā ox R E E 
Ó ¢ Kb E T 
9E: :x& 2 m 
e a" < U 
» E a FS Oo H 
a he 
< 3 wto qu 
Lei RT A Lei d 
H s e LÀ vo U 
z > «5 co 
wD sn 
H ogs brge 
zeit 2 oct 
FISa? See 
dest? oec 
LO D o0: 
z Ü 
^ 2 ~ 
e 
vi D 
vj à 
S E 
N X 
An den 05 SON SO 
38 $| aq & 
ss S| Sa g 
ao F| SS A 
mn F in 
“aa me ~ 
e o w E: 
er ox n 
won e wë 
gas p 
ROO 6 
Hor g 
aman F 
ou 
=. E ee WEN, 
^D |n 5% 
z < SK 
oie D a. e , Se 
- a vw. + e 
ks m 26 
* 2 & 2 
CO — en 
Ënn i : Ua 
WÉI ai z as 
u > w Da 
So tt omn oe c5 
oz; D o: ‘ou 
Lz ado oc 
e d =.> 
zu D LZ es ee 
i255 ECT SE 
306 Di = a 
+o = c = SNe 
<» E < e ee 
Es $ re x [ar 
Oé FP r$ tËeiäg 
E Ex z79290£5 
5 x cr psx? 
Z2 5 OG ZPEio9 
sa E Zo Sora «c 
o > = 
iri i X U 
D m Os EN 
o == e$ EN 
ocu “2, m 
EO $3 E 
EUM. N e 
wj e es + 
SAR 5 
BND OW 
m-uo 6 
ban S 
ANY 
wi 


July 6th, 1963 


£93,727,234 


Secretary 


C. 1. GALE 
£93,727,234 £88,302,941 


[* Not reprodcced. — Editor.] 


£88,302,941 
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THE BRITISH COCOA AND CHOCOLATE COMPANY LIMITED AND SUBSIDIARY COMPANIES 
CONSOLIDATED PROFIT AND LOSS ACCOUNT YEAR ENDED 29TH DECEMBER 1962 
(For names of Companies whose Accounts are incorporated in the Consolidation and other general information see Notes 1—4, [below]. 
1961 Z 1962 
£ 
91,899,501 Sales (Note 5) x es “a 93,668,982 
77,444,32 Ingredients, Wages and Expenses .. EN (s i 80,525,387 
2,597,293 Depreciation . Sé ge 2,717,266 
1,197,516 Contributions to Pension Funds and other Welfare Expenses. e 1,302,275 
243,647 Interest on Loan Capital . ep ia 2,302 
126,379 Emoluments of Directors (Note 6) ds 156,128 
81,609,157 84,923,358 
10,290,344 Trading Profit ^ : 8,745,624 
539,218 Income from Investments (Note 7) : S 59,026 
10,829,562 Consolidated Profit before Taxation e " à "m ; R 2 9,104,650 
5,232,760 Taxation (Note 8) .. es Ss 3 S x Se 2 É š 4,398,697 
5,596,802 Consolidated Profit da iz x boe xs VS Se T e 4,705,953 
101,322 Minority interest ^ .. Vs sit s Ss Ss ae . 100,769 
GROUP PROFIT attributable to 
£5,495,480 The British Cocoa and Chocolate Co. Ltd. £4,605,184 
Dealt with by The British Cocoa and Chocolate Co. Ltd.: 
Dividends Paid and SE less Income Tax: 
109,927 Preference .. $$ Së Ge ge or be vs [09,927 
639,495 Ordinary "2^ oe te ae an e e e 746,078 
749,422 856,005 
56,961 Increase in Revenue Reserve .. T vi ee is aa : 
v —— —— 806,383 858,042 
4,689,097 Retained by Subsidiary Companies ix ia «x T Ss SN 3,747,142 
£5,495,480 £4,605,184 














NOTES ON ACCOUNTS 


i. The Companies whose Accounts are incorporated in the Consolidation are as follows: 


The British Cocoa and Chocolate Company Limited 


Cadbury Brothers Limited 

J. S. Fry & Sons Limited 
Cadbury Foods Limited 
Fry-Cadbury (Ireland) Limited 


Cadbury-Fry-Pascall Proprietary Limited, Australia 
New Zealand 


Cadbury Fry Hudson Limited, 


Cadbury-Fry (Proprietary) Limited, South Africa 


Fry-Cadbury Limited, Canada 


Cadbury-Fry G.m.b. H., Germany 


Cadbury-Fry (Export) Limited 


Cadbury-Fry (India) Private Limited 


Cadbury-Fry (Continental) Societe Anonyme, Belgium 


Rowntree-Fry-Cadbury (Nigeria) Limited 


R. S. McCall Limited 
John Forrest Limited 
Kem Transport Limited 


Anglesey and Caernarvonshire Dairies Limited 


Adolphe Lafont Limited 


Bournville Trust Corporation ~~ 


Somerdale Trust Corporation 
Bournville Finance Limited 


Coomassie Cocoa Company Limited 


2. The Balance Sheets of The British Cocoa and Chocolate Co. Ltd. and seventeen of its Subsidiaries are made up to 29th December 1962. The Balance 
Sheets of certain Subsidiaries are, however, made up to different dates, two to 30th June and three to 30th September 1962, for the reason that 
the Directors are of the opinion that to make these financial years end on a date coincident with that of the Holding Company 


t 


with the crop year. 


might in certain cases involve a heavier liability to taxation, and 


(a) would cause undue delay in the presentation of these Accounts 
in one case where the Company is engaged in buying raw cocoa would result in the Accounts of that company not being coterminous 


3. Foreign Currencies are converted into Sterling at the rates ruling at the date of the Balance Sheet. 


4. Exchange restrictions are in force in countries in which certain Subsidiaries operate, 


5. The amount of sales shown of £93,668,982 does not include the new Purchase Tax levied in the U.K. from 8th May 1962 on sales of chocolate 
confectionery and chocolate buscuits in so far as these sales 21000] Ke the manufacturing companies. The amount of this Purchase Tax from 8th May is 


£4,760,000, and in a full year this is expected to be about £7,000 


6. Emoluments of Directors of The British Cocoa and Chocolate Co. Ltd. received from the Company and its Subsidiaries: 


ees s as 
Management Remuneration as 


+.. a» 


CR? 


Pensions to retired Directors for past Managerial Services 


7. income from Investments: 


Trade  .. is ais x 
Quoted .. id du es 
Unquoted vs is Wi 


Total Income from Investments 
Rents Receivable, fess Outgoings 


Capital Profits on Realisation of Investments SN 


+a oF 


196] 
£ 


3,687 
102,658 
20,034 


` £126,379 


87,835 
107,611 
17,319 


212,765 
34,736 
291,717 


£539,218 


CEE 








1962 
£ 
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8. Taxation 196! 1962 
United Kingdom Taxation on Frofit for the year £ É 
Income Tax es x GE ee m s sė T 2 ‘ T is és Së 3,151,806 — 2,459,422 
Profits Tox s ge T së ES 2. ER Se xe SEN ` se Sg s e £161,749 961,837 
4,313,555 3,421,259 
Overseas Taxation... ga Ji T ia «s we ie PT oe T ae de a Ss 1,055,538 1,050,082 
5,359,093 . 4,471,341 
Excess Provision for United Kingdom Taxation in Previous Years  .. T" d ax is ee i 21 136,333 72,644 
£5,232,760 — £4,398,697 
United Kingdom Taxation is shown after deducting relief in respect of investment allowances amounting to £314,020 
(1961, £203,389). 
f 1962 
The B. C. & C. 
Co. Ltd. Group 
9. Capital Reserve £ £ 
At 30th December 1961 .. .. 5,572,163 13,461,930 
Transfer from Revenue Reserve to Capital Reserve of amounts | capitalised by a Subsidiary Company ds 103,111 
5,572,163 13,565,041 
Applied to the i issue of 3,163,860 Ordinary Shares of £1 each à ee der "P gg id s 3,163,860 3,163,860 
Goodwill written off by a Subs diary Company 7,495 
Ad]ustment of reserves at 30th December [961 of overseas Subsidiaries to ' sterling edoivalanti at 29th 
December 1962 Ge SS ss éi ss T T T ee EN ae 74,740 
— 3,246,095 
£2,408,303 £10,318,946 
1962 
10. Capital Profits Reserve £ 
At 30th December 1961. . ech S ia ia i SS ge 301,234 
Transfer from Revenue, being Capital P Profits on realisation of Investments e T $ P EN "T 120,239 
421,473 
Distribution to Ordinary Shareholders .. m s m oe ge oe T T .. ee js 118,645 
£302,828 
1962 
fl. Revenue Reserve £ 
At 30th December 196] . a¢ KR? as LE J 2s EA te t. ^*^ » ò Se >+ =F 27,312, 320 
Profits retained by: 
Subsidiaries wa vx a "a vs vs A acd Sa Ya 3,747,142 
The British Cocoa and Chocolate Co. Ltd. i 5s T Bis vis es 2. 037 
Adjustment of Revenue Reserve on transfer of shares toa Subsidiary "Company n deg SS Se Ps as 22. 862 
: 31,084,361 
Profit transferred to Capital Profits Reserve .. js Rs xs 120,239 
Transfer from Revenue Reserve to Capital Reserve of amount capitalised by a Subsidiary Com pany 103,111 
Adjustment of reserves at 30th December 1961 of overseas Subsidiaries to sterling equivalent ep th December 1962 28,638 P 
£30,332,373 
1962 
I2. Loan Capital É 
Repayable Er oe D ve e ee eo ee ae ee ae on ae ae ae ee 1,772,004 
* ee ee ee ees eu é. ae Se an ae ee ee ee 924,394 
1968 " wa aa ee ee ae we oe ee aa ee ae ae ee 981,836 
[966 CR ea aa ee ab se ae on OR on kd ea ae a „a 750,000 
1967 Sa is ps e es "m is M vs + s ge ss us 750,000 
£5,178,234 
196] 1962 
13. Land and Buildings £ £ 
Freehold oe + t ee ae as as z. st se se ee * ze en se ae 24,064,511 26,557,269 
Leasshoid t+ Kë? *t* * E ze LE LA se ee Ss t. +» ++ es * » =.: 5,732 x 
£24,610,243 £27,131,304 
14. Stock is at the lower of aost and replacement price. 
i5. Contracts placed for capital expenditure amount to approximately £4,140,000 (1961, £3,360,000). 
Sales and Profits 1958-1962 ire id 
of last 
j ` ` 1958 1959 1960 1961 1962 five years 
£-000 £-000 £-000 £-000 £-0 £-000 
Group Sales së Es Wes $m ; n i bg "n 84,246 85,109 86,701 91,899 93,66 88,325 
Taxation .. Ps : à e Ps vs 4,531 2,646 1:279 5,233 4,399 4,218 
Profit attributable to the Group E T S Ss S dz 4,119 2,328 4,995 5,495 4,605 4,308 
94 on Shareholders Capital employed $ ; S s 7.92975 42895 ER 8-72% 6:92% THY 
Shareholders Capital employed za x $i. eni ee n ex 51,9801 ` 54386 58, 63,050 66,592 58,9 
Net Dividends (after tax) . j . D 
Preference .. ia vs và Sa gë mee " He 103 ate HO 110 1FO 109 
Ordinary * a +. a on ea, ea m Se HM >» PE : | 64 "m 983 E 639 639 746 634 
Capital Distribution to SSES Shareholders PEE e zi ` 107 | ,104 H9 ue 96 


The dividends in 1958 and 1959 EES be nom Gerbe Fixed 
S Assets were revalued during the years [956 to 1332 to replacement value. 
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-CITY NOTES 


AKE-OVER developments have put a veneer of 
A strength on the- stock-markets but beneath that 
veneer the condition of the markets is as humdrum as 
ever it was. The present atmosphere in the industrial 
equity sections was summed up in this column's 
hearing recently — “This should be the time to buy, 
but most shares worth buying look high enough 
already and the bargains don't look like bargains 
any more. . : "I 

Frustration, in a word, is the investment condition 
and, largely for that reason; the money flow moves 
on a defensive basis towards Government stocks and 
fixed interest issues. 

The heavy speculative following for. new issues is 
merely punters’ money and does not reflect any true 
investment bargain hunting. The trouble is that as 
. Soon- as one political hurdle appears to have been 
surmounted, along comes another. 


This week, for example, there were reasonable _ 


grounds for hoping that the Profumo affair — and its 
attendant security elements — was ‘easing as a stock- 
market influence. But along comes the "Third Man' 
business and uncertainty begins all over again. 

. Meanwhile Wall Street has developed pronounced 
and unexpected weakness to put yet another unknown 
quantity in a stock-market equation which many 
investors have apparently given up trying to solve. 


ROBABLY the most useless set of recommenda- 

tions made by the so-called City ‘Establishment’ 
was that made a few years back on take-over bids. 
The L.C.I.-Courtaulds battle broke most of the rules 
and the combined British Petroleum-Shell attack on 
the Burmah Oil Co has made nonsense of any 
‘Queensbury Rules’ ideas. 

The chairman of Burmah Oil was made to look 
rather ridiculous by denying any knowledge of a 
take-over deal when all the time B.P. and Shell — 
marketing and operational partners of Burmah at 
many points — were cooking up the bid. 

The most surprising point of the whole affair is 
that it should have developed in the form of a bid 
‘slapped on the Burmah boardroom table without any 
previous attempt at negotiation. 

Another intricate take-over affair is the Wellcome 
Foundation’s offer of 20s a share for British Drug 
Houses. ‘T'wo years ago B.D.H. fought off a take-over 
bid by Fisons at a much higher price and as part of 
the defence the American Mead-Johnson drug group 
was granted a 35 per cent voting option in the com- 
pany. As a result B.D.H. are hardly masters in their 
own house over the latest offer since it turns on agree- 
ment being reached between Wellcome Foundation 
and Mead-Johnson on an eventual fifty-fifty partner- 
ship in the company. 


RATES AND PRICES 
Closing prices, Wednesday, Fuly 3rd, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


' j Bank Rate Money Rates 
Dec. 8, 1960 5% Mar. 8, 1962 | 54% Day to day 23-3895 ` Bank Bills 
July 26, 1961 795, Mar. 22, 1962 5% 7days 24-38% 2 months 34-34% 
‘Oct. §, 1961 64% April 26, 1962 44% Fine Trade Bills 3 months 34-34% 
Nov. 2, 1961 6% Jan. 3, 1963 4% 3 months 5-53 % 4 months 3 43-34% 
4 months 5-53% 6 months 318-3 18 % 
6 months ` 51-695 
Treasury Bills Foreign Exchanges 
April26 £3 14s 228d% Maat £3 12s 8-50d% | New York 2'80} Frankfurt II'15 
May3 £3 145 434d%  June7 £3 13s 653d% Montreal 3:023 Milan 1741 È 
May ro £3 14s 5:92d95, — June i4 £3 13s 8:12d% Amsterdam r1o:oogi Oslo 20-01k 
May 17 ‘£3 13s ootd June 21 3 14s 1'84d% Brussels 139°774 Paris 13:721 
May 24 £3 12s 863d%  June28 £3 14s osod% Copenhagen I9'31 Zürich (EMA) 
Gilt-edged 
As well as the usual prices quoted at the close of business 
on press day, we also give below the quarter-end prices. 
Fune 28th, July 3rd, June 28th, fuly 3rd, 

"^ 1963 - 1963 r963 1963 
Consols 4% .. Ge or ksd 71% Funding 3% 59-69 91 tt or Ë 
Consols 24% .. x 468 46 Savings 3% 60-70 .. 2 894 89 ts 
Conversion 6% 1972 108 | 108 Savings 3% 65-75 E 834b 83 dy 
Conversion 5195 1974 rior s 101% Savings 24% 64-67 . 925 9021 
Conversion 5% 1971 .. J 1ooxd IOO Treasury 5$% 2008-12 IOI yy 101s 
Conversion 3395 1969 Ps 94% 94% Treasury 5% 86-89 .. 963 964 
Conversion 34% M D 632 632 . Treasury 34% 77-80 .. 824 82 4 
Funding 54% 82-84 .. Io2xd-  ro2ł Treasury 34% 79-81 .. 824 82$ 
Funding 4% 60-90 ..  .... 94i. 944 Treasury 24% .. d 468 461 
Funding 3396 99-04 71 ġxd 71 È Victory 4% > a 98% 98% 
Funding 3% 66-68 . 92xd 92 War Loan 34% is 634 63 
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Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases. 


Parsons v. B.N.M. Laboratories Ltd 
In the Court of Appeal - April 4th, 1963 


(Before Lord Justice SELLERS, Lord Justice HARMAN 
and Lord Justice PEARSON) 


Income tax — Post-cessation receipt — Employment at a 
salary — Action for wrongful dismissal ~ Lump-sum 
payment — Damages assessed by master — Whether future 
notional tax deductible — Whether unemployment 
benefit deductible — Fatal Accidents Act, 1946, section 
T — Fatal Accidents Act, 1959, section 2 — Finance Act, 
I960, sections 37, 38. 


The plaintiff was employed by the defendant at a 
salary of {2,000 a year plus commission, and his 
service agreement would- not have expired until 
March rsth, 1964; but on April roth, 1962, the 
defendant informed the plaintiff that he would be 
employed only until the end of July 1962. The 
plaintiff elected to treat this statement as a repudiation 


of the service agreement, and he left the defendant's 


employment on May 31st, 1962, and received his 
salary and commission up to that date in full. On 
August 27th, 1962, the plaintiff entered into another 
employment at a salary of {£1,600 a year. In the 
meantime he received {59 2s 6d as unemployment 
benefit. 

The plaintiff instituted proceedings against the 
defendant for damages for wrongful dismissal; and 
on July 25th, 1962, on a summons for summary 
judgment under Order 14, the Master gave the plain- 
tiff liberty to sign for judgment, and ordered the 
damages to be assessed. On August 3oth, 1962, the 
Master assessed the damages at £1,200. In arriving 
at this figure he found that the plaintiff had lost 
£1,100 as salary from June 1st, 1962, to March r 5th, 
1964, and had lost {100 as commission. The Master 
assessed the tax that would have been deductible 
from the salary and commission lost at £320. He 
declined, however, to deduct this sum on the ground 
that in view of the enactment of section 37 of the 
Finance Act, 1960, the principle of British Transport 
Commission v. Gourley no longer applied to wrong- 
ful dismissal, and that, pursuant to section 38 (3) 
of the same Act, a payment of not more than {£5,000 
was charged to tax under section 37, even though no 
tax was in fact payable. The Master also declined to 
deduct the {59 2s 67 of unemployment benefit. 


Held (1) (Lord Justice Sellers dissenting on this 


* 


July 6th, 1963 


point): as the amount was less than £5,000, it was 


. not taxable pursuant to section 37 of the Finance Act, 


1960, and the £320 was deductible in computing the 
damages. | ' 


(2) The £59 2s 6d was also deductible as it miti- 
gated the damages. | 


C.LR. v. Coutts & Co (Stanhope's Trustees) 
In the House of Lords ~ May 29th, 1963 


(Before Lord Rem, Lord Morris of BORTH-Y-GEST, 
Lord Jenkins, Lord Hopson and Lord Guest) 


Estate duty — Exemption — Settled property — Duty paid 
on death of spouse — Surviving spouse's life interest in 
whole income — Whether duty on second death would be 


payable in respect of same property — Competency to - 


dispose — Whether part of settled estates non-exempted — 
Finance Act, 1894, sections 1, 2 (1) (b), 5 (2), 16 (3) - 
Finance Act, 1914, section 14. 


In 19i4, on the occasion of the marriage of the 


deceased, some freehold and leasehold property was 
settled so that the deceased was entitled to a rent- 
charge of £200 a year, and then to the deceased's 
husband for life, and afterwards so that the deceased 


should have a larger rent-charge, and then to other: 
uses, the last of which was for the husband in fee. 
simple. The deceased's husband died in 1916, having: 


left his residuary estate to the deceased, and included 


in his residue was the ultimate trust under the 1914. 


settlement. Estate duty was paid on his death in 
respect of all the property then comprised in that 
settlement, subject to a deduction of a notional slice 


to produce the £200 a year. In 1923, the deceased: 
made a voluntary settlement, and thereunder she: 
received for life all the income of the property 


settled in 1914. 


On the death of the deceased the defendants 
claimed that no estate duty was payable in respect of 
the settled property, as the duty had been paid on 
that property on the occasion of her husband's death 
in 1916. It was contended that what passed on the 
death of the deceased in 1957 was the property within 
the 1914 settlement. It was contended on behalf of 
the Inland Revenue that what passed on her death 
was her interest in the 1914 settlement; and, alter- 
natively, that at any rate a ‘slice’ of the settled property 
representing the {200 a year was not exempt on 
the death of the deceased, because duty had not 
been paid on it on her husband's death in 
1916. 


Held (affirming the decision of the Court of Appeal): 
the settled property was exempt from estate duty on 
the deceased’s death. It was not disputed that a 
‘slice’ of the property representing the /200 was 
liable to duty. T 
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ACRAL points to office efficiency! 





save 80 per cent 











Lë cost with complete 5() 000 
protection. 3 
Speedy, simple, safe e 
CHEQUE WRITERS Companies 
and SIGNERS, hand 
or electric for all e 
sizes of business. [Inm 3 () | year S 
‘THERM-A- 
a. BIND'Padding have been registered through 
"E and Binding our Ágency . 
Machine. Jog- | 


Our policy has always been to 
provide the finest service at the 
lowest cost; that our name has 
become well known throughout 
, ; | the Profession is the measure 
'THERM-A- of its success 


ing, clamping, 
drying in one 


complete unit. 





BIND’ 

COLLATOR ` As a result of expansion we 
Table ^  - |?? are now able to introduce 

or stand a ourselves to Accountants who 
models, have not yet had the benefit of 
ube n SE our services 


‘PAPERINA’ - the 
paper fastener that 
uses no staples. The 
only one in the world. 
No refills to buy. 
Nothing to jam — the 
first cost is the last. 





Full particulars on request 


H. A. Just & Co. Ltd. 


! MEME | Company Registration Agents 


AGRAL LIMITED 

SENTINEL HOUSE 71 New Oxford Street, W.C.1 
SOUTHAMPTON ROW, WC  TEMple Bar 2261 
Telephone: HOLborn 0841/2. 
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For 87 years, the Leicester Temperance 
has enjoyed a record of first-class 
management. Assets exceed 
£29,000,000 and. investors. have. the 
further assurances of absolute safety, 
attractive rates of interest, easy. with- 
drawal...and friendly, efficient service. 


Lm 


ET sea» e ee wes 


Authorised for Investnents by Trustees 


Chief Office: 
Halford House, Charles St., Leicester. 


South Regional Office: 
11 Bridge Rd., Wembley Park, Middx. 


Birmingham Branch: 
90 Colmore Row, Birmingham 3. 


Nottingham Branch: 
8 Poultry, Nottingham. 


Member of the Building Societies Assoslation 





CLASS TUITION— 


H. FOULKS LYNCH a Co Im 


have pleasure in announcing 
that their programme of Class Tuition for the 
Autumn of 1963, under the supervision of 
experienced tutors, will include: 


INTENSIVE CLASS for the November Final Exami-: 
nation of the Institute of Chartered Accountants 


A full-time, non-residential class held from 
September 2nd to November 22nd, 1963 


WEEKLY STUDY GROUPS for Intermediate and 


` Final subjects of the Examinations of the Institute 


of Chartered Accountants held during 
September/October 1963 


WEEKLY STUDY GROUPS for each section of the 


` Intermediate and Final-Examinations of the Asso- 


clation of Certified and Corporate Accountants 
held during November/December 1963 


and also a limited amount of Individual, 
PRIVATE TUITION in separate subjects 


4-7 CHISWELL ST, ECI Tel: MON. 0255 


— Ft p o mpm a Mle ne n w 
—™ A k ah an am ee Ee e 
* 


Friday evening We RE 


ege ge "e, S -ox 


Monday morning ? 


. TRY AJAX 


AU om mp Op 2h HE E E Er E e 
wem SSA ee EE t 


Punched Card Processing Service 


CONDUCTED ON A SERVICE BUREAU BASIS 


POWERS-SAMAS (LC.T.).......«.«.. 21 COLUMN 
POWERS-SAMAS (LC,T.)............. 36 COLUMN 
POWERS-SAMAS (LC.T.) ............. 40 COLUMN 
POWERS-SAMAS OCT, 65 COLUMN 
HOLLERITH GTA, 80 COLUMN 
B.M. *8à85800$59?452420259*5s.)9"5^555213à9 9*9 ba»»^"^5^*»5 80 COLUMN 


Seven day ER Service 


AJAX CALCULAT ING SER VICE ; 


15 GREAT $ ST THOMAS APOSTLE | 
LONDON ECH : .. Telephone: CYTy 6111-2 
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THE INSTITUTE OF CHARTERED : 
| ACCOUNTANTS IN ENGLAND AND WALES 


ANNUAL SERVICE. 


The annual service of The Institute, of Chartered 
Accountants in England and Wales was held at the 
Church of St Margaret, Lothbury, London EC», last 
Wednesday. The President and members of the 
Council, together with a number of other members 
attended, 

The service, conducted by the Rector, the Rev. A. 
J ohn Drewett, M.A., B.SC., commenced with the hymn 
‘Son of. God, Eternal Saviour’. After the singing of 
Psalm 121, the lesson from Isaiah, chapter 55, verses 


six to the end, was ready by the President, Mr R. P. 


Winter, C.B.E., M.C., T.D., D.L., F.C.A. 

The other hymns were ‘All people that on éarth do 
dwell’ and ‘Praise, my soul, the King of Heaven’. T'he 
collection for the Chartered Accountants’ Benevolent 
Fund.amounted to £38 3s 6d. 

Canon T. R. Milford, M.A., Master of the Temple 


delivered the sermon, as follows: 


The Sermon 


Wherefore do ye spend money for that which is not bread, 


and du labour for that which satisfieth not? (Isaiah 55, 
verse 2 

Thanks to the Bishop of Woolwich many people 
who are not usually interested in.theology are talking 
about our image of God, and a good many more discuss 
the intriguing question, how far can a bishop go in 


‘questioning or reinterpreting the language of the creeds 


and the Bible? 

I want to ask you to consider the somewhat different 
questions — which I think are more to the point. They 
are these: “What do you mean by God?’ ‘What do I 
mean by God?’ And with those the allied questions: 

vee does God mean to you?’ "What does God mean 
to me?’ 

What does Bach mean to you? The name of a German 
composer? If you love his music, Bach meats more to 
you than that. But how much more does he mean to 
Albert Schweitzer? 

- It has been said that God is final demand and final 
succour. I think the writer of our lesson would agree 
with that, but he would add that God is also final joy. 
Let us look at these three indications of what God may 
mean. 


. Final Demand 

(1) God is final demand. We behave as we do in response 
to various demands. Our bodies demand food, shelter 
and other things. Society demands that we should give 
it honest service, and when we give it we are rewarded 
with the good opinion of our fellows and power through 
money to make demands on them in return. We all 
play, with more or less efficiency, the allotted roles 
which Society demands of us. 

` In times of crisis, such as war, further demands are 
made on us which may supersede the normal demands 
of security and family life. And there are other demands, 
which we recognize in part, of our fellow men who.are 
in need; and beyond our friends and neighbours and 
colleagues are our enemies, whom Christ has com- 
manded us to love. 


When we think or speak, truth makes a demand on 
us, to be faithful to the truth we know, or think we 
know. Beyond the truth we know, there is the truth 
we do not know yet; and if we sincerely respond to its 
demand we shall sometimes have to give up something 
of what we had always thought we knew, and that hurts 
our pride and is hard. 

God is ultimate demand. Beyond the duties that we 
recognize there are more which we have not yet 
acknowledged. Beyond the justice we administer there 
Is a justice by which our human justice is being judged. 
Beyond the truth we think we know there is a truth we 
have not yet attained to. Beyond the love which moves 
us there are possibilities of loving which disturb our 
peace. There are things we may not do, however much 


we want to. 


Final Succour 


(2) God is also final succour, cteator, sustainer and 
redeemer. What mysterious beings we are! It has taken 
a thousand million years of evolution to produce us, 
precariously maintaining our existence in the narrow 
band between too hot and too cold, dependent on the 
sun for energy, sprigs on the tree of life, incidents 
in the cycle of organic compounds which came from 
earth and air and will return to them; and yet self- 
conscious and aware, designed for mutual service. 

I am amazed when 1 stop to consider how this great 
City lives; all, for instance, that goes into the bottle of 


milk which turns up on my doorstep every morning. 
. We are sustained by a miracle of world-wide co- 


operation and exchange; and somewhere along the line 
I see you keeping the indispensible mechanism in 
order — the whole system of credit, which is merely 
Latin for trust. Credit and creed; yes, credo, I believe. 

It is a matter of history that modern science is 
founded on the conviction that the universe is trust- 
worthy because it.is the creation of the utterly trust- 
worthy God. The scientist and the technician may not 
call it God, but they have faith and move mountains. 

"The Christian’s faith takes two further steps. This 
same trustworthiness which we can trace in nature is 
reflected in human life as justice, the basis of mutual 


trust. This, too, is of God; and because we do not obey 


it we run into trouble and cause confusion and bring 
on ourselves all sorts of unnecessary evils. ''he same 
trustworthy God cannot deny himself and trusts us 
still with the powers that he has let us have. 

I doubt if I could believe all this unless I were 
prepared to take the further step, and believe that he is 
love. I do not think I should be able to take that step 


unless I had seen the severe exacting love in Jesus 


Christ. When I see what love can do when things go 
wrong; when I see how love can bring good out of 
injustice and overcome the worst that men can do, I 
can believe that there is no disaster, which he cannot 
cope with, and that death itself is not the end. 

Your god i is what in the last resort you obey. Your 
god is what in the last resort you trust. If the demands 
of truth, justice and lóve have the last word with"you, 
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and if you trust that truth, iustice and love will never 
let you down, and if you trust in. Jesus Christ to show 
you what that means, well then, God means to you 
what Christians mean by God. 


Final Joy 

(3) God ts also final joy. Do you ever have the feeling 
which C. S. Lewis describes so vividly — how all the 
things that we delight in point to something more 
which they cannot give? It’s partly that they cannot 
last but, as we enjoy them, escape. We are not really 
satisfied with a life which is merely one thing after 
another. Often, because we are not satisfied, we are 
drawn into the rat-race, wanting more and more of 
this and that, and still we are not satisfied. The world's 
great literature is full of testimonies of how neither 
wealth, nor sex, nor fame, cen finally satisfy, but prove 
in the end deceivers. If that was what you wanted, in 
the end ‘you’ve had it’, as the saying goes. 

But every one of these partial goods carries with. it 
inklings of something more. Food is the sign and 
sacrament of that miraculous transformation by which 
mere matter generates fellowship and love and thought 
and prayer. Material wealtn points to a richness of 
experience, the pearl of great price, for which a man 
could count the world well lost. Sexual love can be in 
some sort a sharing in the joy of creation and of a 
communion in which there is perfection of exchange. 
Music, to me more vividly than anything else, trans- 
ports us into a realm which is not of this world, but has 
somehow found its way into this world. 
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The Epistle to the Hebrews says that Jesus for the 
joy that was set before him endured the cross. He 
found his joy in doing his Father’s will. He shared the 
joy that is in the presence of God when one of his lost 
children finds the way home. And to show that the joy 
is still available to those who trust in him, let me end 
with a story from one of my favourite books, 4 Uu 
of Islands, by Sir Arthur Grimble. 

At the time when Grimble was a young man serving 
as a colonial officer in the South Seas, there was a 
Roman Catholic priest called Father Choblet, of 
whom he tells many tales. He had served for thirty- 
five years without home leave and then became ill, 
and was told He could have a holiday in his native 
France; he was full of joy and thankfulness at the 
thought of returning to his native village. Then it was 
discovered that his sickness was leprosy, and that he 
would never be able to go. He was put in charge of a 
leper settlement on one of the islands, and Grimble 
says he dreaded to meet him for fear of what the 
disappointment might have done to him. But he need 
not have worried. Eventually he went to that island, 


and found the settlement transformed, the lepers - 


smiling and the place all gay and beautiful. And there 
was Father Choblet, smiling all over. ‘I was too much 
set on going to France, and the good God has shown 
me my fault. I am very grateful for the parish which he 
has given me. ' Grimble’ s commen: is, "His God had 
turned up trumps again.' 

If we obey God as final demand, and trust him as 
final succour, we shall know him also as final j joy. ` 





Correspondence 


The Editor does not necessarily agree with, or hold himself 
resbonsible for, the opinions expressed. 


Advertising the Profession 
SIR, — Mr D..F. Goch, in his letter published in your 
issue of June 22nd, raises interesting questions. 
Whether accountancy is a profession or not may 
be debatable. Public accountancy certainly should be 


one, but among public accountants we have what I ` 


usually consider as the 'profession' (who maintain 
the ethical standards) and the ‘trade’ (who do not). 
I welcome the Institute's advertising campaign as a 
means of telling the public of the difference, but 
I should have liked to see it issued on behalf of all 
who could properly be called the ‘profession’. 

The founders of the Institute in 1880 thought 
that thenceforward all public accountants would be 
chartered accountants, and that all except a very 
small minority of chartered accountants would be 
public accountants, but this has not happened. 
Two-thirds of those entitled to use the words 
‘chartered accountant’ are not practising as such, and 
a good many who are in practice as public accountants 
maintain the standards of the profession without 
belonging to the Institute. "The ‘trade’ do not 


maintain T standards but compete against the 
profession by advertising, etc. 

Of course, we are getting back to the old question 
of registration or alternatively of some body to 
represent the ‘profession’. Only accountants with 
certain qualifications can’ do certain things, for 
example, the audit of a public company or the 
certificate required by the Solicitors Act. There, at 
least, is a good basis on which to start a body to 
represent the ‘profession’, for the practising account- 
ant now has no body which he can call his own. 

Yours faithfully, 
, C. R. SHAKESPEAR, -F.C.A. 

Redditch, Worcs. 


Marginal Costing 
SIR, — For. the final part of my degree, I am preparing 
a dissertation on the bridge between the accountant's 
and the economist's concepts of marginal cost. The 
dissertation will include a section on the industrial 
applications of marginal costing, and I am at present 
engaged on gathering information for this section. 

I should be very.glad to hear from any of your 
readers who have strong or unusual views on marginal 
costing, or who have made unusual application of 
marginal costing techniques to management prob- 


lems. Yours faithfully, 
JOHN SIZER, a.c. w.A. : 


University of Nottingham, 
University Park, Nottingham. 
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Notes and Notices 


THE ACCOUNTANT 
Index to Vol. CXLVIII: January-June 1963 


The general index to Vol. CXLVIII - January to June 
1963 — is published with the present issue. The parts 
of this volume, with the index, can now be sent for 
binding. 


PROFESSIONAL NOTICES 


Messrs W. Botton & Co and Messrs WALTON, 
Watts & Co, Chartered Accountants, Manchester, 
announce that they have amalgamated their practices 
and that there has been a fusion of their interests with 
Messrs THORNTON Baker & Co, Chartered Account- 
ants, London and elsewhere. The practices will be 
catried on under the styles of W. Dozou & Co, 
Watton, Watts & Co and THORNTON Baker & Co. 


Y". Messrs Botton, WAWN & Co, Chartered Account- 


ants, of London, announce that as from July 1st, 1963, 
MESSRS R. E. BOLTON, F.C.A., R. J. CHURCHILL, M.A., 
F.C.A,, and W. A. REAH, F.C.À., wil retire from the 
partnership, and that the association of the London 
firm with the practices of BoLToN, WAwN & Co in 
Newcastle upon Tyne and Sunderland, will cease. The 
London practice will be continued by Mr N. E. REES, 
F.C.A., F.A.C.C.A., in the name of Norman E. Regs & Co, 
and will be conducted in association with Messrs 
NicHOLAass, Dr, ConNEY & Co, Chartered Account- 
ants; the latter two firms will continue to practise from 
3 and 4 Clement's Inn, Strand, London WC2. 


Messrs BorroN, Wawn & Co, Chartered Ac- 
countants, of Newcastle upon Tyne and Sunderland 
and Messrs THORNTON Dapp & Co, Chartered 
Accountants, of London and elsewhere jointly announce 
that there has been a fusion of their interests and that 
the practices are being continued under the styles of 
| aaa Wawn & Co and TsHoRNTON BakÉR & 

o 


MESSRS CHAPMAN & NEWBERY, Chartered Account- 
ants, P.O. Box 482, Istanbul, Turkey, announce the 


change of the firm's name to INEwBERY & Co. The 


address and telephone numbers remain unaltered. 

hey also announce that they have opened a regional 
office for Southern Turkey at Halit Ziya Bulvari 31, 
Izmir. The resident partner at Izmir is Mr L. J. 
CHAPMAN, F.C.A. 


Messrs CLARK, Batrams & Co, Chartered Account- 
ants, of 6 Eldon Street, London EC23, announce that, 
by mutual consent, Mr DERRICK. H. ORTMANS, M.A., 
F.C.A., retired from the firm on June 3oth, 1963. The 
practice will be carried on by the remaining partners 
at the above address. 


Messrs H. P. Gourp & Son, Chartered Accountants, 
announce that on July ist, they removed to new 


offices in Holland Court, The Close, Norwich. 
Telephone: Norwich 20481. 
Messrs ` Dong, Howarp & Co, Chartered 


Accountants, of 3 Abchurch Yard, London EC4, 
announce that they have admitted Mr Roy LEONARD 
SCOTT, A.C.A. as a partner of the firm, as from July ist, 
1963. The practice will continue under the same name. 


Messrs Hupson SMITH, Briecs & Co; HENRY 
ANSTEY, GROVER & Co, and STANLEY Hoimes & Co 
of Bristol announce that Mr J. BIRKETT, F.C.A., retired 
from partnership in these firms on June 30th, 1963, to 
enable him to devote a greater part of his time to his 
directorships. Mr BinkKETT will continue to be available 
to the partnerships as a consultant. 


Messrs Kerr, Maclson & MACFARLAN, Chartered 
Accountants, announce that their address is now 
ioo Wellington Street, Glasgow Ca. The telephone 
number is unchanged. 


Messrs KipsoNs, TAYLOR & Co, Chartered Account- 
ants, of Sardinia House, 52 Lincoln's Inn Fields, 
London WC2z, deeply regret to announce the death on 
June 29th, 1963, of their senior partner Mr HERBERT 
KIDSON, F.C.A., after sixty-five years with the firm. 


Messrs Prick WATERHOUSE & Co announce that 
Mr T. R. WATTS, F.c.a., and Mr A. H. CHAPMAN, 
F.c.A.. have been admitted to partnership in their 
London firm. 


Messrs PRICE WATERHOUSE & Co (European Firms), 
announce the retirement on June 3oth, 1963, of Mr 
W. Voors and the admission to partnership of the 
following members of their staff with effect from 
July ist, 1963; Messrs F. B. LoucH, B. H. F. 
TEMPLER, and A: WHITEHEAD and (in the German firm) 
Mr K, Lenz. 


Messrs Price WATERHOUSE & Co, Hupson SMITH, 
Briecs & Co, Henry Anstey, Grover & Co, and 
STANLEY Hotmes & Co, Bristol, announce that they 
have formed a joint firm under the name of PRICE 
WATERHOUSE & Co, at St Giles House, 11 Quay Street, 
Bristol x. The resident partners in the new firm are 
Messrs A. L. BARNETT, F.C.A., W. E. DEWDNEY, F.C.A. 
and J. D. W. MARLE, F.C.4. For the time being the 
practice of each of the firms will continue to be carried 
on under its existing name. 


Messrs RICKETTS, Cooper & Co, Chartered Account- 
ants, of 77 Whiteladies Road, Clifton, Bristol 8, 
announce that as from July 1st, 1963, they have taken 


. into partnership Mr H James, A.C.A. and Mr J. 


BRONNERT, A.C.A. both of whom have been with the 
firm for several years. The name of the firm remains 
unchanged. 


Messrs SPRAGUE, NicHoLsoN, Morcan & Co, 


Chartered Accountants, of Chancery House, Chancery 


Lane, London WCa2, announce that Mr J. L. 
NICHOLSON, F.C.A., has been taken into partnership as 
from July rst, 1963. 

Messrs James S. Tems & Co, Chartered Account- 
ants, of Bournemouth (in association with Messrs 
WEBB, Krings & 'l'HOMAS) announce the opening of 
their Salisbury office at 7 St John’s Street, Salisbury. 
Telephone: Salisbury 5796. The resident manager of 


. the branch is Mr B. P. UPSHALL, A.C.A. 


MESSRS THORNTON - Baren & Co, Chartered 
Accountants, announce that they have admitted into 
partnership Messrs. R. St J. BULLER, A.C.A., (Bedford), 
I. D. Hart, Ga, (Birmingham), F. A. W. DAVIES, 
A.C.A., (Evesham), M.'J. GILLGRASS, A.C.A., (Leeds), 
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A. M. MILLING, A.c.a., (London), H. B. CHATWOOD, 
A.C.A., (Oxford), J. BEIRNE, F.c.a., (Portsmouth), 
A. PRINCEP, F.C.A., (Chesterfield). 


Messrs l'URQUAND, Youncs & Co regret to announce 
that Mr HAROLD LAYTON, M.S.M., F.C.A., having served 
with the firm for some fifty years, has on medical 
advice decided to retire from the practice as from June 
30th, 1963. Mr Layton qualified as a member of The 
Society of Incorporated Accountants and Auditors 
in 1925, and as a member of The Institute of Chartered 
Accountants in England end Wales in 1938. He was 
elected to the Council of the Society in 1955 and joined 
the Council of the Institute at the time of the integra- 
tion. He became a partner in TurRQUAND, YOUNGS & 
Co in 1938 and senior partner at the beginning of 1960. 


Messrs Ware, Warp & Co, Chartered Accountants, 
-of Bristol, Exeter, Torquay and Bideford, announce 
that Mr D. G. BURGOYNE, B.A.(COM.), A.C.A., has been 
admitted into the partnership as from July tst, 1963. 
The name of the firm will remain unchanged. 


LONDON SCHOOL OF ECONOMICS 
Lecturers in Accounting 


Mr P. A. Bird, 8.sc.(ECON.), A.C.A., and Mr J. F. Flower, 
B.SC.(ECON.), A.C.A., have been appointed lecturers in 
'accounting at the London School of Economics. Both 
obtained their degrees with first-class honours in 
accounting and passed the Final exarninations of The 
Institute of Chartered Accountants in England and 
Wales with distinction. Mr Flower was awarded a 
King George VI Memorial Scholarship for further 
study at Columbia University. 


IN PARLIAMENT 
Committee on Decimal Coinage: Report. 
Mr Provuproor asked the Chancellor of the Exchequer 
if hé will announce the date when the report of the 
Committee on Decimal Coinage will be available. 

Mr BARBER: I am sorry to have to tell my hon. friend 
that the committee is taking longer over its task than 
it expected, and I ami afraid that, with the best will 
in the world, the report is unlikely to be available 
before the middle of September. 


Hansard, June 25th, 1963. Oral Answers, col. ‘1111. 


BROMLEY AND S.E. LONDON 
DISCUSSION GROUP 


A new discussion group kas been formed under the 
guidance of the, London and District Society of 
Chartered Accountants, to meet at Bromley, Kent, 
once a month from October to March inclusive, com- 
-mencing next October. 

At an inaugural meeting held in Bromley recently it 
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was agreed that a minimum membership of fifty was 
desirable, and that an effort should be made to enlist 
this number in time for the initial season. Interested 
members of The Institute of Chartered Accountants 
in England.and Wales, and members of the Scottish and 
Irish Institutes living or working in the district are 
invited to communicate with one of the three officers: 
Mr R. S. Waldron, F.C.A. (Chairman), 21 Iron- 
monger Lane, ECa2. 
Mr L. C. Hillier, r.c.A. (Hon. Ee 196 High 
Street, Bromley, Kent. . 
Mr D. B. Egerton, a.c.a. (Hon. Treasurer), 35 
Kingsway, Petts Wood, Kent. 
Members in both public practice and industrial 
service will be welcome. 


THE CHARTERED ACCOUNTANTS 
STUDENTS' SOCIETY OF LONDON 


Autumn Residential Course 


The tenth autumn residential course for members of the 
Chartered Accountant Students! Society of London 


from 'Thursday, September 19th, to Sunday, Septem- 
ber 22nd. 

The course is open to all student members of the 
Society, though it is intended primarily for those who 
have taken their Intermediate examination. The 
programme has been chosen with a view to bringing to 
students the benefit of the lecturers’ practical ex- 
perience and a wide view of professional subjects, with 
the opportunity’ for mutual contact and discussion. 
Each lecture will be followed by discussion in groups 
and at a later meeting the lecturer will deal with points 
raised during the discussions. ; 

The programme will be as follows: 

Thursday afternoon: 

“The why and the how in advertising’, by Mr C. A. 
Hunter, director, London Press Exchange. 
Friday morning: 


‘Industrial management’, by Mr J. N. R. Berpet; 


director of finance, Ford Motor Co Ltd. 
Afternoon: 

“The future role of trades unions’, by Mr Leonard 
Murray, B.A., secretary, research and economic 
department, Trades Union Congress. 

Saturday morning: 

‘Business statistics’, by. Mr T. M. F. Smith, n.sc. 

(EcoN.), lecturer in IMS University of London. 
Afternoon: Free. 
Sunday morning: 

Service in Balliol College Chapel. 

“The problems of growth in the economy of the 
United Kingdom’, by Mr A. R. Ilersic, M.SC. (ECON.), 
B.COM., lecturer in economics, University of London. 


The fee for the course is £6 10s and enrolment forms 
are obtainable from the secretary of the Society, Mr 
R. J. Carter, B.COM., F.c.A., Finsbury Circus House, 
Blomfield Street, London EC2, and should be te- 
turned not later than July 31st. 
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Telephone: Victoria 2002 (3 lines) 
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CHARTERED ACCOUNTANTS LODGE No. SE 
Installation Meeting 


At the installation meeting held at the Piccadilly Hotel, 
Regent 3 et, London Wi, on May 8th, W.Bro. Harry 
Hodgso' stalled in the chair by 'W.Bro. W. H. 


Parton, cers appointed were: 
Be Curtis, S.W.; W.Bro. G. S. H. Dicker, 
M.P L9. W.; W.Bro. H. M. Hawthorne, L.G.R., 
Py . +; W.Bro, K. S. Carmichael, P.M., Secretary; 
Ké .&. White, T.D; P.-M, D.C.; W.Bro. G. J. 
XP. G.TREAS.(MIDDLESEX), ND: Bro. D. A. 


(t: .D.; W.Bro. A. A. B. Yeatman, P.G.STD., P.M., 
iro. H B. Lewis, J.G.; W.Bro R. N. Jenkins and 
‘ines, Stewards; W. Bro. W. T. Lovell, Tyler. 

H. Parton was appointed I.P.M. 


. G. S. Inglefield, PROV.G.M.(BEDFORDSHIRE) 


Gi 
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CAREERS BOOKLET ON ACCOUNTANCY 

A revised booklet on accountancy in the Central Youth 
Employment Executive's Choice of Careers series, has 
been published by the Ministry of Labour and N ational 
Service and the Central Office of Information.! 

Extending to twenty pages; the booklet describes the 
work of the accountant in practice, in industry and local 
government and gives details of the educational 
qualifications required for membership. of the various 
professional bodies. 


TENNIS 
In a lawn tennis match played recently at Edgbaston 
Lawn 'lennis Club, the Birmingham. Chartered 
Accountants Students’ Society defeated: "the senior 
Society by five matches to four. 


1The Accountant, Choice of Careers Series - 
H.M.S.O. Price te net. 


No. 59. 


THE INSTITUTE OF 





Burnet, J. 


"wTARTERED ACCOUNTANTS OF SCOTLAND 
Spring Diet of Examination, May 1963. 


PART V 

Of the 358 candidates who sat Part V of the Institute's examination on May x4th, rech, 

16th and 17th, 1963, the undernoted 171 candidates (478 per cent) passed. Their 

names appear in alphabetical order and are followed ‘by the names of the firms of - 

: the masters to whom they were indentured or assigned. . 

The Institute’ s Gold Medal (for the candidate whose performance over Parts IV and V is the most meritorious) 
M. (Graham, Smart & Annan, Edinburgh) 
The Institute's Prize (for the candidate whose p 


formance in Part V is the most meritorious) 


Hunt, J. M. V. (James Condie & Co, Dunfermline) 
The John Munn Ross Prize (for the E whose performance in Paper r of Part V is the most meritorious) 


Hunt, J. M 


V. (James Condie & Co, Dunfermline) 


The J. C. Burleigh Prize (for the successful Louis candidate whose performance in Part V is the most (and sufficiently) meritorious) 
Simpson, I. W. (Thomson McLintock & Co, London) 


The Guthrie Prize (for the successful woman candidate whose performance in Part V is the most (and sufficiently) meritorious) 
Miller, (Miss) P. A. (Wallace & Somerville, Edinburgh) 


Abbasi, S. A. (William D. Anderson & Co, Edinburgh) 
med, S. F, (W. J. M. Kean & Co, Edinburgh) 
Aitken, H. W. (Graham, Smart & Annan, Edinburgh) 
Alexander, R. (John M. Geoghegan & Co, Edinburgh) 
Amrite, D. P. (Alexander Sloan & Co, Glasgow) 
Austin, R. E. (Mann Judd Gordon & Co, Glasgow) 


Baird, R. N. (E. Pa Bell & Co, Perth) 

Baird, R, S. McG. (David Strathie & Co, Glasgow) 

Banks, J. (Peacock Mss , Glasgow 

Bannister, (Miss) J. M Chryatal, tree & Co, Glasgow) 

Belch, R. A. (Kerr, MacLeod & Macfarlan, Glasgow) 

Bell, R. J. J. (A. T. 2n & Co, Edinburgh) : 

Benzies, G. G. (A. & C. M. Davidson Smith, Edinburgh) 

nro Mutinam, M. H. G. A. CW. T: M. Kean & Co, 

nbur, 

o x a "d. J. Harley Hepburn & Co, Kirkcaldy) 
Brown, I. F. (Wilson, Stirling & Co, Glasgow 

Brown, T. L.( T. C. Garden & Co, Edinburg 

Burnet, J. M. Sakae Smart & Annan, Edinburgh) 
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Taxation of ‘Benefit? - 


HEN it was decided in 1948 to circumvent tax avoid- 

ance effected through the granting of benefits in kind 

to directors and highly-paid employees, the Legislature 
adopted provisions in the Finance Act of that year which were so 
sweeping that they could not fail to cause hardship. 

The absurdities which the legislation is capable of producing 
have been highlighted by last week's decision of the, Court of 
Appeal in Rendell v. Went reported in The Times of July 4th. Mr 
RENDELL, a company director, was prosecuted (but eventually 
acquitted) on a charge of causing the death of a pedestrian by 
reckless or dangerous driving. Soon after the accident (which 
occurred on a business journey) Mr RENDELL instructed his 
secretary to get in touch with the Automobile Association to 
arrange for a solicitor to represent him, as part of the services of 
that Association. However, the managing director of the company, 
being concerned about the possible loss of Mr RENDELL’s services, 
and the possible liability of the company to the pedestrian, 


instructed the company’s solicitors to represent Mr RENDELL and 


to spare no expense. As a result the company incurred legal ex- 
penses amounting to £641 and the Inland Revenue assessed this 
on Mr RENDELL under Schedule E, as a benefit in kind. He argued 
in vain against this assessment before the Special Commissioners, 
but Mr Justice BUCKLEY sent the case back to them to determine 
what was a reasonable sum to pay for Mr RENDELL’s defence, and 
to reduce the assessment to that sum. 'The Crown appealed against 
this order, and their appeal has now been allowed. 

Lord Justice DONOVAN said that the company clearly incurred 
the expense of £641, the expense was incurred ‘in connection with 
the provision of’ the benefit to Mr RENDELL, within the meaning 
of section 161 of the Income Tax Act, 1952, and Mr RENDELL was 
a director of the company. It followed from section 160 that the 
[641 was to be treated as a perquisite of his office of director. He 
also rejected the argument that the assessment ought to be reduced 
or discharged on the ground that the company incurred the 
expense primarily for its own benefit. There was nothing in the 
Act to authorize the Court to substitute a ‘reasonable’ amount. 

The implications of this decision are certainly startling, but 
they lie in the words which the draftsman has adopted. Perhaps 
more startling is the Revenue insistence in applying.the letter of 
the law rather than its spirit. Suppose a company insisted on 
spending {20,000 on altering a director's or senior officer’s 
house — perhaps even for the worse — there would seem to be 
no-answer to a claim for income tax and surtax on the.//20,000. -` 
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Rents and Income Tax- vm 


"IHE notional premium which clause 22 (2) 

of the Finance Bill provides for when the 
-tenant carries out work is the amount by 
which the value of the landlord’s reversion, 


immediately after the commencement of the lease, : 


exceeds what its value would have been if the lease 
had not imposed the obligation to carry out the 
work. With what is, no doubt, meant to be 
| scrupulous fairness, clause 22 (2) goes on to 
provide that it shall not apply in so far as the 
obligation to carry out work, the payment for 


which would be ‘deductible from the rent (under - 


Schedule 4) if the landlord had to carry it out.’ 
If the tenant becomes liable to pay a sum in 
lieu of rent, or as consideration for surrendering 
the lease, the lease is deemed to require the 
payment of this sum as a premium, becoming due 
on the date when the payment falls due. In 
computing the amount of this ‘premium’ charge- 
able to tax, the ‘duration of the lease’ is confined 


to the period in respect of which the payment is ` 
to be made (clause 22 (3)). Apparently the sub- : 


clause assumes that a payment ‘in lieu of’ rent is 
not rent. Clause 22 (4) similarly imposes tax on a 
payment by the tenant ‘otherwise than by way of 
rent’ as consideration for the variation or waiver 
of any of the terms of the lease. In computing the 
tax, the ‘duration of the lease’ is to be confined 
to the period covered by the waiver, and the 
notional ‘premium’ is deemed to become due 
when the contrdct for the waiver is entered 
into. 

This sub-clause, but not sub-clause (3), applies 
to a lease made before April 4th, 1963, but only 
if the waiver contract is made. on or after that 
date. 

Sub-clauses (1), (3) and (4) of clause 22, dealing 
with actual sums payable by the tenant (as dis- 
tinct, from work to be carried out by him), are 
not confined to the case where the landlord 
becomes entitled to the payment. Otherwise it 
might be easy to arrange with the tenant for the 
payment to be made to some connection of the 
landlord. However, where the recipient is not 
the landlord, it would be inappropriate to call any 


part of the payment ‘rent’. Accordingly clause 
22 (5) provides that the money shall be treated in 
such a case'as profits or gains of the recipient 
chargeable under Case VI. Then comes a proviso. 
If the amount relates to a payment within sub- 
clause (4) 'it shall not be so treated unless the 
payment is due to a persón connected with the 
landlord’. It seems, therefore, that any ‘waiver’ 
payment made to a person not connected with 
the landlord escapes tax altogether. For the 


rr alls ? 


meaning of ‘connected’, one is referred to para-—4 


graph 20 of Schedule 9 to the Finance Act, 1962 
(dealing with short-term gains). 

Where the premium or notional premium is 
payable in instalments, the person chargeable may 
opt to treat the instalments as rent payable under 
the lease or as income chargeable under Case VI. 
He has until the end of the tax year following that 
in which the first instalment became payable. It 
is difficult to see how this option is likely to be 
beneficial, since in the ordinary way it is only a 
proportion of the lump sum which is chargeable 
to tax. 

Clause 22 applies, of course, for 1963-64, when 
there is no Case VIII, as well as for subsequent 
years. In so far as it applies for 1963-64, and has 
the effect of increasing an excess rent computation 
under section 175 of the Income Tax Act, 1952, 
the statutory deduction for repairs is to be com- 
puted without regard to the increase (clause 
22 (8)). 

In view of clause 22, a landlord might be 
tempted to grant a lease without a premium (or 
ata reduced premium) to some person who can 
then assign the lease for a consideration roughly 
equivalent to the premium which the landlord 
has forgone. In such circumstances, the advan- 
tage of the premium will, in effect, accrue to the 
assignor, who ex hypothest is not the landlord. 
Clause 23 is designed to counter this avoidance , 
device by imposing tax under Case VI on the 
assignor, but computed on clause 22 lines. ‘The 
clause applies only where: - 

(i) a lease of a duration not exceeding fifty 
years is granted; and 


è 
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(ii) the terms subject to which the lease is 
granted are such, having regard to values 
then prevailing, and assuming arm's length 
negotiations, that the grantor could have 
required the payment of an additional sum 
by way of premium or additional premium. 

On first assignment of such a lease, if the con- 

sideration for the assignment exceeds the original 
premium actually charged, the excess (up to the 
amount forgone under (ii)) will form the basis of 
a computation of an amount chargeable on the 
assignor under Case VI. The amount so charge- 
able will be the same proportion of the excess as 
would be deemed to be rent under clause 22, if 
such excess had been an actual premium. On a 
second or subsequent assignment, if the considera- 


T tion exceeds the consideration charged for the last 


previous assignment then this excess is similarly 
subject to a Case VI computation, but in this case 
the overriding maximum is not the premium 
actually forgone but that premium as reduced 
by the excess arising on any previous assignment. 
It follows that no matter how many assignments 
there are, the aggregate notional premium is the 
original amount forgone. However, this is not 
to say that the assignor would not also be charge- 
able under Case VII on his acquisition and dis- 
posal. 

Of the conditions precedent to the application 
of the clause, condition (i) is clear enough. But 
condition (ii) must be largely a matter for argu- 
"ment, the outcome of which could not be pre- 
dicated with certainty. Clause 23 (2) helps to 
reduce the àrea of uncertainty by providing that 
the grantor, or an assignor or assignee of the 
lease, may submit to the inspector a statement 


showing whether or not a clause 23 charge arises - 


or may arise and the amount thereof. If the 
inspector is satisfied as to the accuracy of 
the statement ‘he shall certify the accuracy 
thereof’, However, there appears to be no way of 
forcing the inspector to be satisfied, nor does the 
certificate appear to carry any finality. There is 
no provision that the inspector's successor cannot 
deny the accuracy of the statement and there is in 
general no estoppel against the Crown. The 


~ “certificate would seem to have about as much 
." value as the post-war credit certificates which 


were issued with such abandon during the war: 
corrective ones being issued without withdrawing 
the original ones. 
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Another possible avoidance device which has 
engaged the anxious care of the draftsman is that 
of selling land with a right to buy it back again at 
a reduced figure, which technically is not a lease, 
although, of course, the transaction could have 
exactly the same effect in money terms.as the 
grant of a lease for a premium and a peppercorn 
rent. This device, together with more refined 
variations of it, are the subject of clause 24, which, 
however, is confined to sales, i.e. to the disposal 
of property at a money price. It does not apply, 
for instance, where the property is exchanged 
for other property, with or without equalization 
money. 

If land, or an interest in it, is sold on terms 
which provide that it.shall or may be required to 
be reconveyed to the vendor or to a person con- 


, nected with him, at a lower price, then the vendor 


is chargeable under Case VI on the difference. 
However, if the earliest day for reconveyance falls 
two years or more later, the sum is reduced by 
one-fiftieth for each complete year other than 
the first (clause 24. (1)). If the date for recon- 
veyance is not fixed and the price for reconvey- 
ance varies with the date, one must take the 
lowest of the various prices (clause 24 (2) (a)). 
Moreover the vendor will have six years after 
actual reconveyance in which to claim repayment 
of tax if the tax he originally paid exceeds the tax 
which would have been paid if it had been com- 
puted on the footing that the reconveyance would 
take place on the date when it actually did take 
place. Thus if it is possible that there will be a 
reconveyance within two years, and tax is com- 
puted on the full amount accordingly, but in the 
event the reconveyance does not, in fact, take 
place until fifty years later, then all the tax will 
fall to be repaid. 

The sale may provide not so much for a 
reconveyance as for the granting of a subsequent 
lease by the purchaser. In that case clause 24 (3) 
applies. Such a grant is to be treated for the pur- 
poses of the clause as a reconveyance at a notional 
price. The notional price is the sum of (a) the 
premium if any plus (5) 'the value at the date of 
the sale of the right to receive a conveyance of the 
reversion immediately after the lease begins to 
run'. The familiar operation of 'sale and lease 
back’ is exempted if the lease back is granted 
within a month of the sale. 

(Concluded.) 
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Capital Allowances and Hire-purchase 


by R. J. PICKERILL, F.C.A. 


‘ANY forms of extended credit or 

deferred terms are granted nowadays. 

In circumstances where a loan is given 
to be used to buy goods there are two distinct 
transactions — the purchase of the goods in which 
the ownership passes on purchase, and the 
repayment of the loan. Similarly, if the vendor 
conveys the ownership of the goods but allows 
payment to be made over a period, a similar 
situation arises; for the ownership of the goods 
has passed to the purchaser and the deferred pay- 


ments are in respect of the loan from the vendor. . 


No special problem arises in connection with 
capital allowances in transactions of this kind, 
because the ownership of the goods passes at the 
time of purchase. Where an agreement is 
executed for the hire of goods, then even if the 
hirer has an option at the end of the period of 
hire to purchase the goods for a nominal sum, 
the hiring charge is a revenue payment chargeable 
against profits for tax purposes, if the goods are 
used for the purpose of earning the profits of a 
trade, profession or vocation, and capital allow- 
ances cannot be claimed. 

Hire-purchase agreements are of a special kind, 
however, in that the hirer is a bailee of the 
chattel, the subject of the agreement, and his 
bailment is coupled with an option to purchase or 
return the goods at some stage or another. As 
the hirer has exclusive use of the goods during 
the period of the agreement, the Inland Revenue 
treat him as owner after payment of the initial 
deposit. 


Capital Allowances 


Before capital allowances can be claimed the 
following events must occur. First, capital 
expenditure must be incurred. Secondly, the 
goods must be of a type covered by the provisions 
of Parts X and XI of the Income 'l'ax Act, 1952, 
and thirdly, the goods purchased must be used 
in the course of carrying on a trade, profession 
or employment. 

What is capital expenditure? In the case of 
Hinton v. Maden & Ireland Ltd (38 ATC 231; 
38 A. T.C. 391), Lord Reid said: 

‘I am certainly not going to attempt a definition 
of capital expenditure on the one hand or of 
revenue expenditure on the other. Like most 
ordinary English words or. expressions they are 


* 


probably incapable of exact definition, and I must 
look at the whole circumstances, and determine as 
a matter of construction into which class this 
expenditure falls. As the first step I would ask what 
is the practical difference between treating an 
iten of expenditure as capital or as revenue 
expenditure. I claim no expért knowledge of 
accountancy or of business methods, and the 
only practical difference that occurs to me — and 
none other was suggested in argument — is that 
if you treat a sum as capital expenditure, you do 
not write it all off in one year or set it all against 
the income of one year, whereas if you treat it as 


revenue expenditure, the whole of it is set gr 


against the revenue of the year when it is expended.’ 


In the same case Lord Jenkins accepted as a 
reasonable definition a submission by Mr F. 
Heyworth Talbot, Q.c., that all expenditure on 
the acquisition of assets to be retained by a 
manufacturer for use again and again in his 
manufacturing operations, is capital expenditure. 

In Parts X and XI of the Income Tax Act, 1952, 
capital allowances can be claimed on industrial 
buildings, plant and machinery, scientific research 
expenditure, mines and oil-wells, and expenditure 
on patent rights. All but plant and machinery are 
specifically defined in the Act. Lord Reid 
followed -the definition of plant given by 
Lindley, L.J., in the earlier case of Yarmouth v. 


France ([(1887] 19 Q.B.D. 647), when giving M 


judgment in the Maden & Ireland case referred 
to above, and Lords ‘Tucker and Jenkins were 
also in agreement with this definition, viz.: 


‘in its ordinary sense, it [plant] includes whatever 
apparatus is used by a business man for carrying 
on his business — not his stock-in-trade which he 
buys or makes for sale; but all goods and chattels, 
fixed or moveable, live or dead, which he keeps 
for permanent employment in his business’. 


^ 


As plant and machinery is frequently bought . 


on hire-purchase terms, this article is concerned 
with such assets. Provided the expenditure 
incurred is capital expenditure on plant and 
machinery within these definitions, and is used 
in carrying on a trade, profession or employment, 
capital allowances will be available. 


Now let us suppose that John Smith, who owned 


a butcher's shop, bought a refrigerator for use in 
his business on October ist, 1960, for £500, and 
has made up his accounts to December 31st for 
many years. Capital allowances would first be 
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given in 1961-62, for which year of assessment 
1960 forms the basis as follows: 


£ £ £ £ 
Cost 500 
1961—62 20 per cent investment 
allowance 100 
IO pers cent initial allow- 
. 50 
Annual allowance 7i per 
cent xX s/4ths 47 97 97 197 
403 
1962-63 Annual allowance _ 38 38 
365 
1963-64 Annual allowance _ 34 34 
331 


Acquisition by Hire-purchase 
If, however, John Smith bought his refrigerator 
on hire-purchase by payment of {100 deposit 
and the balance in thirty-six monthly instalments, 
the capital allowances would be calculated as 


ACCOUNTANT 


33 


outlined below. We must first, however, consider 
the method of calculating the instalments. The 
usual basis is for an addition to be made to the 
balance of the cash price after deducting the 
deposit paid. This addition, usually referred to 
as hire-purchase interest, is not ‘interest of 
money’ but a service charge and is an allowable 
deduction in computing the profits of the hire- 
purchaser. The calculation will probably follow 


this pattern: £ 
Cost 500. 
Deposit 100 
400 
Interest, say, 10 per cent 40 
£440 


This would be divided into thirty-five monthly 


instalments of {12 45 5d plus a final instalment of 
the same amount and the payment of Is to 











Capital Allowances Charge against Profits 
Cost 500 
Deposit 100 
Paid November ist, 1960 — December de 1960, 
2X £11 2s 3d : a e De 22 
122 2x1 as 2d—£2 4s 4d 
1961-62 Investment allowance 20 per cent X £122 24 
Initial allowance 1o per cent X {122 .. I2 
Annual allowance 7$ per cent X 5/4ths X £ 500 47 59 59 
441 83 
Paid January rst, 190 — December uds 1961, = 
£11 2s 3d À 133 12X {1 as 2d — £13 6s od 
1962-63 Investment diowanee 20 per cent X £133 27 
Initial allowance 10 per cent X £133 .. 13 
Annual allowance 7$ per cent X 5/4ths X £441 4I 54 54 
387 Sr 
Paid January 1st, 1962 — November 4th, 1962 122 ES 12X {1 2s 2d-— f; 13 6s od 
Paid November 5th, 1962 — December 31st, 1962 Ii 
133 
1963-64 Investment allowance 20 per cent X di 122 m 24 
30 per cent X {11 Es 3 
27 
Initial allowance xo per cent X £133 .. 13 
Annual allowance 7$ per cent X s/4ths X £387 36 49 49 
338 | 76 
Paid January rst, Lon — October $m 1963, IOX m 
£11 2s 3d III ox £1 2s 2d=£9 19s 6d 
= IX£r3s2d—f;a 35 ad 
£11 as 8d 
1964-65 Investment allowance 30 per cent X {111 23 
Initial allowance 10 per centX [III .. II 
Annual ME 7$ per cent X 5/4ths X £338 4a 44 44. 
294 77 
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complete purchase, ie. £12 55 5d. The interest 
portion of each instalment is found by dividing 
the balance of the cash price by thirty-six and 
deducting this from the instalment payable, i.e. 
£400--36=f11 2s 3d. Therefore the interest 
element in each of the thirty-five instalments will 
be £12 48 5d—f11 2s 3d — [1 25 2d and in the 
case of the last instalment £1 3s 2d. 

Expenditure after November sth, 1962, is 
available for an increased rate of annual allowance, 
but in these cases the whole expenditure is 
treated as incurred when the deposit is paid. ‘The 
increased rate of allowance is. not available unless 
this latter event occurred after November 5th, 
1962. 


Withdrawal of Allowances 


These are not particularly difficult problems, but 
difficulties do arise if the hire-purchaser does not 
become the owner of the goods; for it is provided 
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in section 16, Finance Act, 1957, that additional 
assessments can be raised to withdraw the 
allowances and to disregard any compensation, 
salvage, or insurance moneys incurred in disposal. 
It is not the practice of the Inland Revenue 
to apply this section when a trader sells his 
business, including his plant and machinery, to a 
company which he controls, provided the con- 
trolled sale provisions of the Fourteenth Schedule 
and section 397, Income Tax Act, 1952, are 
applicable and the trader and the company elect 
for the capital allowances due to the company to 
be calculated on the written-down value of: the 
plant and machinery. ; 
Further, where a trade carried on by a company 
is transferred to another company in circumstances 
to which section 17, Finance Act, 1954, will 
apply, the capital allowances are computed as if 
no change of ownership had taken place and 
section 16, Finance Act, 1957, is not then invoked. 





The Accounting World 


Topics of Professional Interest from Other Countries 


SOUTH AFRICA 


Progress of P.A.Y.E. 


HE pay-as-you-earn system of taxation was 

introduced as at March ist, 1963, and some of the 
difficulties which its introduction created are 
gradually being ironed out, although it will obviously 
be some months yet before the scheme is working 
with anything approaching smoothness. 

The recent published figures show that just under 
one hundred and twenty thousand employers have 
registered under the scheme. It is considered that the 
number of employers who have not registered is not 
significant but it is felt that it will take some time yet 
. to seek them all out and compel them to register. 

The collections for the first month — March — were 
due to have been paid by April 7th but by that date 
only about 75 per cent of employers had paid in their 
collections. It being the first month of operation, the 
Revenue officials were not unduly harsh. One month 
later, however, it was reported that quite a consider- 
able number of employers had still not paid in their 
March collections. It is only to be expected that the 
Commissioner for Inland Revenue will be much 
firmer in the future. 

Some employers are sending in their returns and 
cheques timeously but are postdating their cheques to 
the seventh of the month, thus gaining what is virtually 
an interest-free loan for a week. It can be expected 


that this practice will be frowned upon as tax deduc- 
tions should be regarded as due and payable to the 
Revenue Department on the day the deduction is 
made — pay day. 

A few employers have sent in cheques for tax 
deductions which have not been honoured on pre- 
sentation to the bank. Quite a few employers are 
sending in employees' tax certificates with their 
returns, instead of accumulating them for distri- 
bution to employees at tax year-end. 

In the main, however, it seems that the P.A.Y.E. 
system will work reasonably satisfactorily with only 
minor adjustment from time to time. Everybody now 
seems to be cheerfully resigned to the new system 
and is happy to feel that his private little ‘tax-savings’ 
fund is no longer necessary. 


UNITED STATES 


Sounder Credit Policies 


ARRON’ S, the financial weekly, is,reported as 
having warned against the free-and-easy credit 
policies that have encouraged disastrous speculative 


moves to expand, often leading to bankruptcy. The: 


"A" ` 
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editorial in the Journal of Accountancy (New York) ~ 


for May comments, that representatives of the 
American Institute of Certified Public Accountants 
and the National Association of Credit Management 


July 13th, 1963 


have met to discuss closer co-operation between the 
two. They propose a campaign of mutual education 
of the memberships for the benefit of both, as in the 
case of the banks and the Certified Public Account- 
ants. 

The credit managers will consider the usefulness 
of audited financial statements in evaluating credit 
risks, and the Institute will inform its members of 
the needs of credit managers for financial data. This, 
says the editorial, should simplify credit problems 
for Certified Public Accountants’ clients who are 
sound risks, and provide greater protection against 
doubtful risks. ) 


Capital Budgeting 
I5 view of the long-term importance of capital 
budgeting, Mr Roger Wellington, C.P.4., writing in 
the same issue of the Journal, thinks it extraordinary 
that managements give so little effort to making in- 


Mp decisions. He says that the usual methods of 
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"ms 


accounting for capitalized items give little means of 
controlling capital costs, as compared with routine 
costs charged against each accounting period as they 
are incurred. The real challenge is the rational selec- 
tion of profitable opportunities from those available, 
and not enough attention is given to this. . 

It is unfortunate for professional accountants, Mr 
Wellington continues, that the usual accounting, 
being basically historical, is not adequate for evaluat- 
ing the rate of return on invested capital and develop- 
ing the necessary standards. It recognizes the cost of 
the use of money only when it is actually accrued as 
interest. 

For analysis and comparison of possible alternative 
investments, costs on an incremental basis are needed. 
It is not only a question of the amount of needed 
capital, but of when it will be required and when it 
wil be returned for reinvestment. Mr Wellington 
concludes that capital budgeting challenges the 
accounting- profession to take part in developing 
techniques and reconciling its concepts and figures 
with those of accounting. 


CANADA 


Small Businesses and the Accountant 


HE peak reached in business failures in recent 

months, mainly in the small business category, is 
attributed by the editorial in the Canadian Chartered 
Accountant for May to the inability. of small concerns 
to employ individual specialists in many fields — 
organization, finance, accounting, budgeting and 
taxation. It urges that the practising accountant can 
offer many of the needed services, in addition to 
auditing which, to many small businesses, seems of 
relatively small importance. 

As tax adviser he can plan for continuation of 
management on death, and he can advise as to the 
personal estate planning of individual owners. He 
may act as the chief accounting officer for the small 
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business, advising as to systems organization, costing 
and budgetary control, and interpreting reports to 
management. The editorial emphasizes that the 
chartered accountant should take the initiative in 
making suggestions without any special request from 
management. He must become, in effect, part of the 
management team. 


NEW ZEALAND 


Ombudsman's First Six Months 


"T DOUBT whether Parliament intended the 
Ombudsman to be a cheap alternative method of 
pursuing lawful aims against the Crown, and I have 
advised several complainants accordingly, said the 
Ombudsman, Sir Guy Powles, in his report for his 
first six months! work to March which was pre- 
sented recently in the House of Representatives. Sir 
Guy observed that a good claim by an aggrieved 
person deserved consideration on its own merits 
and did not, particularly because it might be a small 
claim, warrant rejection by a Government depart- 
ment on the grounds, for example, that its admission 
might create an awkward precedent. 

The first country within the Commonwealth to 
appoint an Ombudsman, his report shows that a 
total of 334 complaints were received. Of these, 143 
were, after preliminary study, proceeded with, but 
seventy-six of them did not relate to matters of 
Government administration and were, therefore, 
outside the Ombudsman's scope. Nineteen were 
rejected because the complainants already had a 
right of appeal; fifteen remained obscure after further 
inquiry from the complainants and twelve were 
withdrawn by the complainants. 

Of the 117 cases examined, ninety-one were found 
to be not justified, but twenty-six cases were. In 
five cases the Ombudsman made specific recommen- 
dations to the department or organization concerned. 
One recommendation was not fully implemented by 
the department and one was fully carried into effect by 
the Department of Agriculture. 

"Ihe proportion of justified cases (twenty-six) to 
those investigated (117), seems rather high, said 
Sir Guy. But from the first year's report of the 
Danish Ombudsman he found that of 414 cases in- 
vestigated, sixty-four were justified. 

It 1s too early yet, he stated, to draw definite con- 
clusions on the merits or operations of the office 
of the Ombudsman in New Zealand. ‘Our laws con- 
tain many provisions empowering departments or 
organizations to exercise discretion in individual 
cases, but I have found sometimes that the depart- 
ment or organization concerned follows a firm rule of 
practice.’ He said that he was concerned to see 
that this discretion was genuinely exercised on the 
merits of the case, as Parliament must have intended 
when it passed the law in question, although in 
a large department delegation was necessary, and 
this created problems. 
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Incentives to Management — II 


by J. L. HILTON, F.C.W.A., M.B.I.M. 


Commission on Sales 


HE payment of a commission on sales is 

probably the most common form of financial 

incentive in existence, and one occasionally 
encounters the payment of some form of commission 
to a sales manager even though his staff may be on 
a 'straight salary'. There is no doubt that such com- 
missions can promote the most strenuous efforts to 
persuade a potential customer to sign on the dotted 
line. Who has not experienced that suffocating 
pressure of the door-to-door speciality salesman? 

One expects that a sales executive would be capable 
of applying more subtle methods of inducement to 
the placing of an order, and indeed at senior manage- 
ment level he may have only occasional direct contact 
with customers. But there is a fair weight of opinion 
that a sales manager can be directly stimulated to 
above normal effort by the payment of a commission 
based on either the total sterling value of sales, or the 
excess over a given target derived from an assessment 
of the market potential. What concerns me about 
these arrangements, however, is that they rarely take 
any account of the varying profitability of different 
lines. Many readers will know only too well the sales- 
man who is an absolute genius at selling lines which 
bring no profit, but somehow or other can never 
succeed in pulling off a deal that sells one of the more 
handsome profit earners. Of course, this can mean no 
more than that the first article is underpriced and the 
second overpriced; but it is probably true to say that 
most companies necessarily have to carry a mixture 
of winners and losers — the latter sometimes as lead 
sales for the former. In the long run, however, it is 
no use selling only the leaders which never bring in 
their wake the fruitful followers. 

The alternative would possibly be to weigh the 
commission rates according to relative profitability; 
but it is not awfully satisfactory, and can lead 
to involved and possibly undesirable discussion about 
operating economics. Is it any more valid to say that 
the sales manager should have a commission precisely 
tied to the sterling value of sales volume achieved by 
his staff, than it is to say that a works manager should 
be paid a bonus expressed as a percentage of the total 
sterling value of output from his works? Everybody 
recognizes that the latter method could pay a bonus 
totally unrelated to efficiency and worth-while 
endeavour, yet it is evidently not recognized that the 
same principle might apply in respect of commissions 
on sales. 





The concluding part of a paper presented at the thirty- 
fourth National Cost Conference of The Institute of Cost 
and Works Accountants, on May 17th. 


Expense Accounts 


A generous expense account is undoubtedly an attrac- 
tion to many, and may fulfil the two cardinal require- 
ments of both attracting and retaining energetic, 
well-qualified executives. Yet such a practice can 
scarcely be defended on any grounds. It is considered 
by some to be a form o£ cheating on the tax laws 
made by a freely elected Government, creating a 
narrow, specially privileged class of employees in a 
company. It can lead to a general lowering of morality 
in the organization and a loss of respect for top 
management. 


Pension Schemes 


Pension rights for all classes of employee have been 
rising during the past decade, and on the whole I 
believe executives have shared fully in the improved 
benefits. During the ‘middle’ years of employment 
they are unlikely to have much incentive effect, but 
in the latter years of an executive’s life they assume a 
growing importance. A salary sacrifice, in one form 
or another, can offer distinct financial advantages if 
the sum forgone is applied to the purchase of further 


. pension benefits; and this practice it must be em- 


phasized is in no way fraudulent. 

It would be difficult to contend, however, that an 
executive director or senior manager could be in- 
spired, provoked, or motivated by a top~hat pension, 
for to believe this would be to imply that without it 
he would not give of his best. But undoubtedly the 
known existence of such a scheme on a defined and 
equitable basis must do something for the morale of top 
management during the vears when pressure on 
health and spirit are perhaps at their greatest. 


Straight Salary 


Before completing this section on financial incentives, 
it may be appropriate to comment that a sound 
evaluation scheme leading to a straight salary which 
fairly recognizes the relative worth of job responsibi- 
lities, complexity, professional skill and so on, is itself 
a form of incentive. There is not much wrong with 
the prospect of promotion, and the knowledge that a 
higher salary goes with it, as an inspiration to hard 
work. 


Non-financial Incentives 


The many conversations and exchanges of corres 


pondence I had with directors and senior officials 
of companies in the course of preparing this paper 
confirmed to me that no one is unwise enough to 
believe that financial incentives can by themselves 
motivate a successful enterprise. It seemed important 
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to me, therefore, to devote at least some part of it to 


the consideration of the non-monetary kinds of 


incentive. 

Now it happens that literature abounds on this very 
wide subject, and a fair proportion relates specifically 
to the question of management inspiration. You will 
not expect me, therefore, to attempt to cover the 
whole field, nor indeed am I competent to do so. 
There are, however, certain aspects which emerged 
more or less incidentally in the course of the pre- 
paratory work which I believe to be particularly 
relevant. 


Achievement 


It was frequently commented that most men at the 
outset of their industrial career possess the urge to 
‘get on’. As time passes, however, this urge is some- 
times stifled, sometimes developed, largely depending 
upon the employer. It is more easily frustrated in 
some people than others; and for a rare few every new 
obstacle serves only to reinforce their determination 
to stride on to success. 

Some men must be consistently achieving some- 
thing to be happy. Why, it seems no one quite knows; 
but possibly some part is played by the desire to be 
recognized by others for what one has accomplished. 

I found too that in almost every company there 
emerges a handful of top men who seem prepared to 
exhaust themselves in the pursuit of the company’s 
objectives almost regardless of financial reward. They 
have a kind of inner drive which one feels would 
motivate them in almost any job in life they were 
required to undertake. They would probably be 
incapable of withholding the compulsiveness of this 
inner fire no matter what the circumstances. Some 
employers appeared unconsciously, though under- 


_ standably, to take advantage of such traits. 


Power 


Of the many people who wrote to me confessing the 
source of achievement inspiration in their lives, none 
were prepared to concede that a desire for power had 
ever been a factor. Many thought, however, that they 
were strongly motivated by a desire to influence the 
course of major events in their company. It seemed to 
me, with the greatest of respect to all these friends 
and acquaintances to whom I am greatly indebted 
for their frankness, that this was an unintentional 
prevarication. A great many people at managerial 
level do like power, and are sometimes prepared to 


_ seek it with even greater ardour than financial reward, 


/ 
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though I have not the slightest doubt that the inten- 
tion is always to use it to good end. I. see nothing 
sinister in this; it is a kind of self-fulfilment desire, 
wherein a man, believing that he has talent and 
.énergy, wishes to achieve a position from which he 
can give it full rein. T'he difficulty here is that so often 
others do not agree with a man's judgment on himself 
— they think that they ought to have the power! 
An interesting aside to emerge out of this section of 
my inquiries was the fact that many cost accountants 
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see themselves as a kind of ‘éminence prise’, never 
actually firing the big gun, but providing the ammuni- 
tion, and possibly holding the hand of the man who 
pulls the trigger. 

One correspondent, discussing tbe question of 
whether or not the desire for power was a man- 
agement incentive, neatly posed the question ‘Why 
else does a piece-worker earning {20-£30 per week 
accept a job as chargehand or foreman at {20?’ He 
was perhaps on rather more doubtful ground when 
he went on to ask ‘Why is there no lack of volunteers 
to act as shop stewards, for many suffer financially by 
so doing?’ 

Probably the most thoughtful comment on the 
question of power was made to me by a senior 
[1.C.W.A.] member, who commented ‘A top manage- 
ment man likes to feel that he has left his mark on the 
organization, that the way things are done are due to 
his ideas, and that something has been built that 
wouldn’t be there but for his initiative, drive and 
power of argument. In many businesses decisions of 
importance are made largely because of someone’s 
capacity to put a case across, and to meet and defeat 
the objections of the faint hearted. The top manage- 
ment man usually enjoys this type of battle and his 
satisfaction comes largely from the process of winning 
a fairly high proportion of these battles’. This seems 
to me to be the right kind of power — the power to put 
ideas across. 


Status 


Most people considered that status symbols were in 
practice pretty important. The music-hall jokes about 
carpets, teapots, cups and trays and so on as status 
symbols in the Civil Service are not without their very 
real parallels in industry. Private offices, personal 
secretaries, special lavatories, separate dining-rooms, 
bigger company cars, first-class travel — all these 
things can, rightly or wrongly, provide a very positive 
incentive to an executive to seek advancement to the 
next echelon. That being so, it would seem that 
openly brandished status symbols can be a force for 
good, But there is no doubt that they must not be 
allowed to ‘run away with themselves’, and many 
people felt that if disguised and given covertly they 
create a good deal of irritation down the ranks. 

I formed the impression that in some companies 
these things have been allowed to become master 
rather than servant. The pursuit of status has led to 
nonsensical situations and extravagances of practice 
that develop an almost irresistible force. A simple 
example which comes to mind is the number of 
occasions one sees an executive demanding a standard 
of living ‘on the company’ which is completely out of 
character with that which he appears quite content 
to accept in his private life. 


Loyalty 

I asked whether it was thought that many executives 
were inspired to greater effort through a sense of 
loyalty to the company as a kind of living corporate 
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‘body. Not to put too fine an edge on it, most people 
‘regarded this as a bit 'starrv eyed’. One man summed 
up the position neatly by commenting ‘Loyalty as an 
incentive has never been very effective — I view it more 
as an obligation’. ` 

In some ways this reaction rather surprised me, but 
‘I think the answer emerged in the responses to a 
further question put regarding the influence of one’s 
family. One and all agreed that their first loyalty was 
to family and not company. I was left in no doubt 
that the desire to improve the standard of living of the 
‘family unit’ provided a very strong incentive to the 
managerial type of man. One correspondent men- 
tioned that schemes of financial assistance for educat- 
ing executive’s children were an example of how a 
company could ‘cash in’ on this. 

There were those, of course, who felt themselves 
inspired by loyalty to their company. Generally, 
however, these were people working for small or 
specialized organizations providing a service based 
essentially on the character of the members of the 
staff. 


Working Environment 


It is widely recognized today that at the root of many 
of our industrial relations problems lies a deep and 
fundamental desire on the part of all men to exercise 
some measure of control over their environment. The 
occupation of a managerial position evidently does 
not provide an automatic release from this basic urge. 
I was made aware of the fact that in a ‘wrong’ 
atmosphere an executive is just as likely to feel 
‘pushed around’ as is an operative — and when this 
occurs his initiative and constructiveness diminish 
notably. ' 

There was absolute unanimity that a good working 
atmosphere amongst the executive team can stimulate 
above average effort. “The most important thing is to 
work in an atmosphere entirely free of friction and 
intrigue’, was a typical comment. The same corres- 
pondent went on to say that he valued 'the feeling 


that, come what may, we are going to get an absolutely 


square deal so that you can completely repose your 
trust in your employer’, 

One could certainly write a book on the subject 
of 'atmosphere' in companies, but having briefly 
mentioned it here, I do not feel it is the right moment 
to delve further. 


Job Aptitude 


Though the manner of expression varied, everyone 
to whom I spoke commented that to give of one's 
.best it is absolutely necessary to'do a job that is 
interesting, if not enjoyable, and wholly suited to 
one’s particular talents and aptitudes. As one man 
put it ‘most of the really big men I know are doing 
the sort of thing that seems compatible with their 
personality, and perhaps their fundamental attitude 
to life’, In simple terms, then, we have to get the square 
pegs into square holes, and the round ones into round 
holes and if we get them crossed over no amount of 
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financial incentives are going to produce a successful 
executive team. 


Petticoat Influence 


I had some pretty coy answers to a question as to 
whether the wife’s social ambitions were an inspira- 
tion to hard work and achievement. It was perhaps 
scarcely to be expected that anyone would concede 
this as a recognizable incentive! 


Social Responsibility 


Throughout my consideration both of the question 
of financial incentives and of non-financial incentives, 
the question of social responsibility constantly 
recurred. I had the impression that many managers 
are today a little troubled that in truth so little of what 
they do is inspired by a sense of duty to society. 
Because most of the men I know are practical rather 


d 


than idealistic, there was virtual unanimity of _ 


opinion that very few executives are fired by a desire 
to make a significant contribution to the nation’s 
prosperity. Many, however, hoped that by contri- 
buting to improvements in productivity, export 
sales, cost reduction and so on according to their 
industrial role, they were indirectly contributing 
towards the national well-being. Well, I suppose we 
cannot really expect to have a nation populated by 
Mahatma Gandhis. 


Summing Up 
It would be presumptuous to sum up.all that has gone 
before with one of those neat little packets of numeri- 
cal points which seem to say ‘it’s just as clear as that, 
really’. I believe this subject to be of the utmost 
complexity, requiring the application of greater skills 


\ 


and perception than I am able to bring to bear upon it. 4 


If, however, I must indeed draw a positive con- 
clusion from all this, I would say financial incentives 
work where it is unarguable that the quantitative 
index which conditions the payment derives to a 
major extent from the efforts of the executive con- 
cerned. Where such identification is not possible, and 
a scheme is based largely on the principle of ‘team- 


work achievement’, the justification is based on social 


factors rather than on personal motivation to extra 
effort. But none of these things are likely.to operate 
satisfactorily if the organizational climate and working 
atmosphere within the company is unsatisfactory. 


Men and Money 


Finally, I want to make one thing quite clear about 
my own views on financial incentives. Maybe they 
work, and maybe they don't. I have achieved no 


state of passion or dogmatism on the subject. But I~ 
certainly have no time for the views of those who ‘ 


deplore such systems just because they are financial, 
inferring that the desire for monetary gain and 
material reward is some kind of anti-social lust. It is 
natural and right for a man to seek to improve his 
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which company secretary are you? 


ave you ever worked out how much time and trouble you and your department are put t 
whenever the company raises capital by a Rights Issue. The Company Secretary on the lef 
clearly hasn't, and from time to time his office looks something like this. The other Secretar 
is simply dictating a letter to Philip Hill, giving them the terms of the issue. There are so man 
ways in which Professional Registrars can ease a Company Secretary's burden. Write o 
telephone—Edwin J. Bennett, 

PHILIP HILL, HIGGINSON, ERLANGERS LIMITEL 


Registration Department, 
: 6 Greencoat Place, S.W.1. ; 
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by W. W. BIGG, F.C.A., 
H. A. R. J. WILSON, F.C,.A., and 
A. E. LANGTON, LL.B.(LOND.), F.C.A. 


The popularity of this work as a textbook for 
more advanced students of accountancy and 
a vade-mecum of practitioners shows no 
abatement with the passage of years. This newO 
and completely revised edition brings the 
reader right up to date with current account- 
ancy thought and practice, 
Recommended bythe Institute of Bankers. 
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ALLIANCE stands 
for SECURITY 


Price 40$ Post free 42s 6d 


HFL (Publishers) Ltd 


iO EARLHAM STREET, LONDON WCZ 
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Arundel Castle, Sussex, was founded in 
1102 by Roger de Montgomerie and 
entirely rebuilt in the 19th century in ! 
the style of the 13th. The castle stands | 
on a low cliff rising from the water Established 1877 
meadows of the River Arun. The-oldest ' | 

FARMER & SONS 


part of the castle is the Keep which is a 
conduct 


massive stone defence built on a circular 
VALUATIONS 


mound. 
and 


Over the centuries, the castle repre- 
AUCTION SALES 


sented strength and security to those 
f 


dependent, upon its protection. The 

castle symbol of Alliance Assurance 
PLANT, MACHINERY AND 
INDUSTRIAL PROPERTIES 


stands for the security offered you today 
by a first class insurance service. Alliance 

Property Investments Mortgages arranged 
Rating Specialists 


Assurance caters for all individual needs. 
Insurance claims are promptly met and 
generously settled. 


46 GRESHAM STREET, LONDON EC2 
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standard of living both for himself and his family. In 
the absence of barter, he does this through the 
medium of money. And if through the monetary 


incentive he can be inspired to make a direct con- 
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tribution to the achievement of a more productive anc 
efficient industry, and thereby an indirect contribu- 
tion to the further development of society, who is tc 
say it is morally wrong? (Concluded. 





Weekly Notes 


THE INSTITUTES OXFORD COURSE 


HE seventeenth summer course of The Institute 

of Chartered Accountants in England and Wales 
assembled at Christ Church and Merton College, 
Oxford, on Thursday afternoon and will disperse next 
Tuesday morning. As in previous years, the course 
provides members from all parts of the country and 
from overseas with an opportunity of meeting one 
another in an informal atmosphere and to discuss 
some of the important matters confronting the 


accountancy profession. 


The course was opened on Thursday evening by the 
President of the Institute, Mr Robert P. Winter, 
C.B.E., M.C., T.D., D.L, F.c.A., and his welcoming 
address was followed by a short talk on the history of 
the two colleges by Dr J. F. A. Mason, M.A., Librarian 
_of Christ Church. On Friday morning the first paper 
was given by Mr P. A. Smith, A.C.A., on ‘Back duty — 
culpability, penalties and settlements’. This morning 
(Saturday), Mr R. V. Atherton, F.c.A., will give the 
second paper, 'Control of stock', and the third and 
final paper entitled ‘Accounting principles and busi- 
ness reality will be presented on Monday morning 
by Professor H. C. Edey, B.COM., F.C.A., Professor of 
Accounting in the University of London. Informal 
talks will be given on Sunday by Sir Harold Gillett, 
Bt, M.C., F.C.A., Chairman of the Institute's Public 
Relations Committee, on the work of the Committee, 
and by Sir Thomas Robson, M.B.E., M.A., F.C.A., à 
Past President of the Institute, on some aspects of 


practice overseas. 


The course is divided into fourteen discussion 
groups and the group meetings play an important 
part in the course. Each afternoon is left free for 
members to use as they wish for private study, 
mutual discussion and recreation. During the course 
visits have been arranged to Blenheim Palace and to 


industrial concerns in the Oxford locality. 


NEW ARTICLED CLERK REGULATIONS 


S stated in the report, elsewhere in this issue, of 
A Athe July meeting of the Council of The Institute 
of Chartered Accountants in England and Wales, the 
impending alterations to the Royal Charter and bye- 
laws affecting the education and training of articled 


clerks may not be completed before September. 


Revised forms of articles will then be introduced. 


The main changes from those at present in operatior 
concern study leave. It will be made compulsory fo: 
principals to allow clerks reasonable time off to atten« 
students' society activities. It is proposed, also, tha 
one month's leave should be given immediatel: 
before the first attempt only at each examination o. 
part of an examination. Further leave at other time 
should amount to nine weeks over the period o 
articles subject to additional time as may be agree 
between the parties. Provision will be made in the nev 
forms of articles reserving the rights of both principal 
and clerks to give notice to terminate the contrac 
during the first six months of service. 

The new bye-laws will be coming into operatios 
at the time of year when it is most usual to engag 
new clerks. For this reason the Council has decide 
that to avoid confusion, the arrangement whereb: 
members will have to apply for the consent of th 
Articled Clerks Committee before taking their firs 
articled clerk will not be implemented until the begin 
ning of 1964. 

When the various amendments to the Royal Charte 
and bye-laws have been formally allowed by He 
Majesty in Council and the Privy Council, respec 
tively, an explanatory booklet will be issued by thi 


Council of the Institute. 


END OF C.L.R.P. AUDIT CONTROVERSY 


d affair of the City of London Real Propert 
Co and its auditors, Messrs Turquand Young 
& Co, ended in the manner in which all thos 
intimately concerned with the principle involve: 
hoped it would. At the end of last week an announce 
ment from the company said that ‘in the light of th 
conflicting opinions which are held on this subject 
it is the board’s view that it would not be desirabl 
for a resolution of this character to become a subjec 
of controversy at the adjourned general meeting oi 
July 15th’. 

The resolution in question was for the removal o 
Turquand Youngs and the appointment of Coope 
Brothers & Co as auditors in their place. Th 
adjourned meeting on July rsth will be a purel 
formal affair. 

Apart from the public statement made by th: 
Investment ‘Trusts Association advising its member 
to vote against the resolution, it is known that from a 
least one very influential quarter in the City thi 
directors of City of London Real Property wer: 
advised in firm but friendly fashion that to withdraw 
the resolution would be the proper thing to do. 

In fact, from the viewpoint of the accountanc 
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profession one of the most important developments 
in the affair was the acknowledgement by those 
outside the profession of the point of principle 
involved. The timely statement made by The Insti- 
tute of Chartered Accountants in England and Wales 
played a significant part in crystallizing the issues on 
which the matter turned. 

It is accordingly a matter for general satisfaction 
that the basic point made in the Institute's statement 
that 'the purpose implicit in the appointment of 
auditors under the Companies Act would be defeated 
if there were to grow up a practice of displacing 
auditors whenever a disagreement between them and 
the directors of a company occurs on a matter of 
accounting principle, has thus been recognized and 
endorsed. 


FINANCIAL ANALYSTS AT CAMBRIDGE 


BOUT two hundred delegates and observers, 
including seven women delegates, assembled in 
Cambridge last week for the second congress of The 
European Federation of Financial Analysts Societies. 
There were sixty-three United Kingdom delegates, 
thirty-two from France, twenty-nine from the 
Netherlands, twenty-five from West Germany, 
twenty-two from Belgium and twenty from Switzer- 
land; observers came from the United States, Italy, 
Spain, Sweden and Japan. 

The congress was divided into twelve groups, each 
with its own topic for consideration and discussion. 
Views were aired on the methods preferred in pre- 
senting company information and hopes were 
expressed that a start could be made in unifying 
terminology and practices. Recommendations were 
made for the general publication of sales figures 
and more detail on the distribution of sales by pro- 
ducts and markets — points emphasized earlier this 
year by Mr K. W. Mackinnon, Q.c., Chairman of the 
Panel of Judges for The Accountant Annual Awards, 
at the presentation of the 1963 Awards. Lack of sales 
figures, it was stated at the congress, was the main 
fault in company reporting in the United Kingdom, 
while in Continental Europe the most serious gaps 
concerned the consolidation of balance sheets and 
profit and loss accounts. 


SIMPLIFYING LOCAL AUTHORITY STOCK | 
ISSUES | 


Hi many years it has been customary for local 
authorities, in making stock 1ssues, to provide for 
the issue of scrip certificates to bearer in exchange 
for allotment letters, in order to facilitate dealings 
during the period before registration. It has now been 
recommended by The Institute of Municipal 
Treasurers and Accountants, with the support of the 
Committee of London Clearing Bankers and the 
Council of the London Stock Exchange that local 
authority treasurers should make use of renounceable 
letters of allotment. This will eliminate scrip certi- 
ficates and should simplify the administrative 
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procedures involved. The Ministry of Housing and 
Local Government have confirmed that the new 
procedure will not require an amendment to the 
stock regulations. 

The new procedure is based on that commonly 
used for company issues. The letter of allotment to 
be used makes provision for the payment of instal- 
ments, for renunciation (i.e. disposal of the stock) and 
for splitting the allotment, for consolidation where 
required and for ultimate registration into the 
names of renouncees. The renounceable letter of 
allotment does not become a bearer document until 
the form of renunciation has been signed and thus 
from the point of view of the original allottee it has 
greater securitythan scrip, which is a bearer document. 

While the new procedure will simplify dealings in 
local authority stocks, its principal advantage to the 
local authority and its agents will result from the 
elimination of the printing of scrip certificates and 


the keeping of associated records, together with ` 


savings resulting from a considerable reduction in’ | 


the number of documents to be handled and con- 
trolled, and in particular the elimination of the 
exchange of allotment letters for scrip. 

It is expected that there will be considerable 
administrative savings on a new issue and these 
should be reflected in reduced costs to local authorities. 


GRADUATED PENSIONS! FIRST YEAR 


HE reports of the Government Actuary on the 
operation of the National Insurance Acts and the 
National Insurance (Industrial Injuries) Acts for the 
year ended March 31st, 1962, have now appeared. 
This was the first year of the operation of the 
graduated element in the national retirement scheme 


- an element which struck a new note in national — 


pensions after half a century. T'he beginning — a small 


one — of a wage related system which by all accounts ` 


a Socialist Government would seek to develop 
markedly. 

It will be recalled that the 1959 Act granted the 
right to employers to contract some or all of their 
employees out of the graduated contributions and 
benefits, if an internal pension scheme provided a 
pension at least equal to the maximum rate of 
graduated pension under the Act. It is estimated by 
the Government Actuary that the average numbers 
contracted out during that first year were D million 
women and 3-7 million men - considerably more 
than his original estimates of what the figures might 
be. We have yet to learn what the effect of the 1963 
Act will be on these figures. It is known that some 
companies which had not previously contracted out 


are thinking of doing so, but there are also Te 


doubtedly some moving the other way. 

The number of contributors is still rising slowly — 
the highest proportionate increase being among 
married women of whom there are now over four and 
a half million insured in their own right. There has 


also been an increase in the number of pensioners. 


` 


w 
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Total contributions amounted to {£1,155 million and 
out of this those for the graduated scheme amounted 
to £147 million and £1 million for payments-in-lieu. 


. This latter figure is now known to be running at a 


much higher rate. If it had not been for these figures, 
the £13 million net increase in the National Insurance 
Fund would have been a £135 million deficiency, 
ie. three times as large as in the previous year. The 
amount paid in graduated pensions must have been 
negligible so that there is no doubt at present about 
the graduated contributions subsidizing the flat-rate 
benefits. 

Under the Industrial Injuries Act the surplus was 
reduced because the rates of benefit had been in- 
creased and the rates of contribution had been 
reduced. Nevertheless there was {17 million left 
over. 


TRENDS IN SALARIES AND WAGES 


ONTINUING a practice originated two years 
ago, the Ministry of Labour has issued its index 
of salaries for October 1962. Based on salaries ruling 
in October 1959, the index for last October for male 
employees was 117-2, a 5$ per cent increase in a year. 
The actual salary equivalent of this index is a weekly 
one of {21 2s 8d, which compares with £18 os 6d at 
the base period. For female employees, the increase 
over four years has amounted to 15-3 per cent, giving 
an average salary of £8 12s 11d per week in October 
1962. 

Not all sectors of the economy show the same 
rate of increase. For male employees, the increase 
in manufacturing industry has been 16-2 per cent, 
in other production industries, 19:3 per cent and in 
public administration, 18-1 per cent. 

The fifth issue of Statistics on Incomes, Prices, 
Employment and Production recently published by the 
Ministry of Labour shows that since 1955 salaries 
have increased slightly more than wages. The former 
have risen by 48 per cent and the latter by 43 per cent. 
Over the past three years increases in wages and 
salaries have been practically identical; this means that 
salaries went slightly into the lead between 1955 and 
1959 and have maintained this lead since then. Over 
the same seven years, retail prices increased by 
23 per cent. Real wages and salaries have therefore 
shown a significant rise and living standards have 
improved accordingly. 


SUPERVISING THE TRIBUNALS 


UBLIC concern with the power of the executive 
in the modern State, more especially in its dealings 
with members of the public on issues where it has a 


` Awas created in 1958 to consider and report on the 


X, direct interest, is not new. 'The Council on Tribunals 


-activities of tribunals and public inquiries set up 


under statutory powers where the interests of the 
executive and public could clash. The Council's 
report for 1962 (H.M.S.O. 2s 6d net) records that in 
that year sixty-two complaints were addressed to it, 
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fewer than in the previous year but the ‘points raised 
were substantial’. Stressing the need for tribunals 
and committees of inquiry to give reasons for their 
decisions, it refers to the ‘stereotyped formulas 
adopted by some tribunals . . . so that in effect no 
reasons were given at all’. 

The Council also feels that it should concern itself 
not only with tribunals and inquiries which a Minister 
is statutorily bound to hold, but also with those which 
are set up at the Minister's discretion and to which the 
Council at present has no rights of access. Many ol 
the matters discussed in such bodies are of the widest 
possible public interest. ` 

There have been suggestions in the past that a 
British ombudsman on the Danish pattern should be 
appointed to complement the work of the Council on 
tribunals and coincidental with the Council's report 
has come news of the first six months’ work of the 
newly-appointed ombudsman, Sir Guy Powles, in 
New Zealand (see ‘Accounting World’ note on an- 
other page). It was as yet too early, says Sir Guy, to 
draw definite conclusions on the merits or operations 
of the office of ombudsman in New Zealand. Never- 
theless, it seems to be a useful step in protecting the 
individual against the abuse of executive powers. 


NEED FOR RESEARCH 


BLUES 1955-1956 and 1961-62 British in- 
dustry has increased its expenditure on research 
and development from £68 million to £213 million 
and, in the last year, it derived a further contribution 
from the Government in respect of defence projects 
amounting to £150 million. Such outlays represent 
the same proportion of the gross national product in 
Britain as in the U.S.A. but, as a memorandum from 
the Federation of British Industries to the Govern- 
ment points out, this means that the aggregate 


‘outlays in the U.S.A. are between five and six times 


as great as in this country. The Working Party under 
the chairmanship of Viscount Knollys responsible 
for the memorandum urges additional support from 
the Government on the grounds that it is essential to 
increase the scale of research and development within 
British industry. It recommends a 25 per cent 
increase in aggregate outlay, half of it to come from 
industry and half from the Government. Smaller 
increases would, observes the Working Party, ‘only 
tinker with a serious situation in which it is all too 
clear that we are suffering a loss of position'. 

Quite apart from the scale of expenditure there is 
the problem as to how such funds can be expended to 
best advantage. The memorandum to the Government 
asks that the Universities should be given larger funds, 
while it speaks highly of the ‘outstanding work in the 
applied field' which has been done by Government 
research establishments, more particularly the Royal 
Aircraft Establishment. 'The suggestion is made that 
similar bodies linked with civil industry should be 
developed. 


1 Civil Research Policy. F.B.I. Price 2s 6d. 
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OWNERSHIP OF CARS 


SURVEY of car ownership and use has been 

published in the latest issue of Economic Trends. 
According to this, the estimated number of private 
cars in use over the decade 1952 to 1962 went up 
from 2:5 million to 6:6 million. In the spot month 
October 1961, 37 per cent were used on five or more 
days a week for journeys to work and 43 per cent not 
at all for this purpose. Some 32 per cent were used for 
one day a week or more for journeys in the course of 
employment. 
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Out of all household cars, 71 per cent were not 
subsidized by employers. A household car is defined 
as one available for use by the household and excludes 
cars owned by car-hire firms and also fleets of cars 
owned by firms. This would account for the rather 
small proportion of cars run by households which 
appear to be subsidized by an employer. Indeed if 
one adds to the 71 per cent of unsubsidized cars, the 
12 per cent run by the self-employed, there is left 
only 17 per cent as wholly or partly subsidized by 
employers. ! 





This is My Life... 


by An Industrious Accountant 
CHAPTER 180 


HE seaside hotel was large, imposing, and 

luxurious, with close-cut lawns and a balustraded 
veranda leading down to the beach. The reception 
desk was gleaming in chromium finish, the last word 
in functional efficiency. It had been very different 
when I came to audit its accounts many years ago, as 
a fifth-year articled clerk. 

I had taken over the audit from a rather bored 
senior assistant who seemed glad to be rid of it. A 
tupp'ny-ha'penny hole, he called it; a widow with 
her two inexpert daughters eked a meagre living from 
it, but the fishing wasn't bad if you liked mucking 
about in oilskins. I didn't, actually, so the prospects 
of enjoyment seemed scanty in anticipation. 

How wrong can you be! By the third evening I was 
disinterestedly finishing the sales journal, a dog-eared 
much-amended, two-columned volume, when the 
widow arrived into the tiny office for a chat. She was 
worried sick, she explained; the hotel wasn't paying 
its way, she didn't know where to turn. Could I help 
her at all? 

That moment marked my transformation from an 
auditor into a management consultant, though the 
concept was scarcely appreciated in those far-off days. 
Her appeal made me realize the fundamental sig- 
nificance of my job. Previously her dining-room 
dockets might have been for hundredweights of coal 
or tons of wool, for all I had cared; now they came to 
life. I was for the next week an hotelier par excellence; 
profit was my goal. 

How I slaved over those figures! It was clear that 
the problem didn't lie primarily in the revenue, which 
was reasonably satisfactory, but in the outgoings. The 
meals paid for themselves, with a little over; the bar 
was a steady source of nearly 5o per cent gross profit 
with week-end peaks; the key money-spinners, the 
bedrooms were good but could be better. The 
income from bottles of wine, and even more so from 


minerals, was astonishingly good....1 graphed 
every trend. They were all rising; the future seemed 
bright. 


Except for the expenses. Did you ever list the staff . 


needed for an hotel of perhaps forty bedrooms, in 
addition to the three hard worked owners? There were 
five in restaurant and bar, five in kitchen and pantry 
four in bedrooms and linen room, four for boots and 
garden, then office, chauffeur . . . the wage bill totted 
alarmingly, and as for food costs, you could have 
almost fed an army corps on the provisions bill. 
The history of our job-rationalization, the pruning, 
and flexibility, and ultimate economy, would need a 
separate chapter. The new stock-control system 
would need a book, but it worked successfully at last. 
Their Schedule D liability was also alarming. My 
predecessor had listed nearly all the improvements as 
capital, thus minimizing their allowability. I made an 


enthusiastic if partisan case for a big repairs and 


maintenance element; my principal listened poker- 
faced before sending me forthwith to the Inspector 
with a revised computation. May I place on record 
how I encountered, not a dragon, but a courteous and 
able official who heard my amateurish eloquence 
sympathetically and went half-way to help the needy. 
His reduction of the assessment was like an answer 
to prayer; it saved the day for the widow. We planned 
an addition to the dining-room with the money 
rebated. 

Thereafter that annual audit was a recurring oasis 
in the desert of duty. I found myself regarded as a 
welcome ally in the hotel on every visit, though this 
involved some unanticipated duties. The week-end 
that the barman absconded and I took his place; the 
visit to the bank manager for additional accommoda- 
tion; the night that the elder daughter’s hefty fiancé 
and I tried to clear the lounge of some truculent 
drunks in old-fashioned style, a mêlée of fists and 


boots and broken woodwork . . . just as well that there ei 


was ample raw beefsteak available for our faces 
afterwards. I recall the aforesaid daughter asking 
calmly would she charge it to fagade repairs or to 
fringe benefits for temporary unskilled staff. 

The daughters sold out at a huge profit recently. 
There's no one here now who remembers me. 
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Reviews 


Managerial Cost Accounting. and Analysis 


By CLanENcE B. Nickerson. (McGraw-Hill Pub- 
lishing Co Ltd, London. 76s net.) 


This book looks heavy, feels heavy, but in reality is 
as light as it could reasonably be. Do not be put off 
by appearances, for as a textbook on management 
accounting, it is first-class and just what is needed 
in offices of all kinds, and its excellent English style 
makes it fully acceptable wherever this language is 
spoken. 

The text itself is massively illustrated’ with case 
studies, so that the guts of management accounting is 
succinctly and liberally dealt with in 208 pages, 
supported by twice that number of pages of cases. 
Although it may seem odd in a book of over six hun- 
dred pages, there are times when the text itself seems 


- Y too brief, just because Professor Nickerson is so 


open-minded and so careful to avoid doctrinaire 
statements on what is right and what is wrong in 
management accounting. ' 

The cases are of two kinds: first, there are brief 
ones, setting problems for the student (but not supply- 
ing any answers) which no doubt appeal to some as an 
aid to study. Those who are not studying or do not 
like this method of studying, can soon learn to spot 
these cases and thus to skip them. This is necessary 
since otherwise the reader may think that he can learn 
something about a business similar to the one in which 
he is interested, and may then turn over the page and 
find to his annoyance that he is merely going to have 
problems posed to him without any solutions being 
offered. Any new edition of the book might with 


would distinguish problem cases from illustrative 
cases. Secondly, there are cases which are fully 
descriptive, very instructive and often human and 
amusing as well. It is possible to go straight from the 
list of contents to an appropriate case for guidance 
on a particular problem in a specified type of in- 
dustry; this can be extremely helpful. 

The book is designed as a students’ textbook; but 
there are many accountants long past their finals who 
will want to read it and have it available for reference. 
They should not be put off by the rather sketchy 
nature of the index, since the list of contents largely 
fills the gap. 


by advantage introduce some ‘flagging’ system which 


The Practice of Industrial Communication 
By MiücHaEL Ivens. (Business Publications Ltd, 


' London. 45s net.) 


By its title, this is not an obvious book for an account- 
nt to choose. But it is such an attractive and readable 
one, that he will be sorry if he misses it. 

Mr Ivens takes a very wide sweep by describing 
both the different means of communication (oral, 
written, visual, etc.), and some of the most usual 
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ways in which industrial communications are main- 
tained, such as house journals, films, posters, training. 
creative thinking, joint consultation, etc. It could have 
been a terribly dry book; in the event, due to gooc 
style, format and a skilful mixture of textbook writing 
and tryouts of new ideas, it 1s nothing of the kind. 
Even the style is enlivened by a few patches o! 
concentrated split infinitives in otherwise faultles: 
prose, which have a stimulating effect. 

For the accountant in industry or commerce the 
relevance of the book should be obvious: a gooc 
accounts department should operate as an 'informa- 
tion centre', but it often fails to do so because it doe: 
not attend sufficiently to the problem of communica. 
tions. Mr Ivens can help here. For the accountant ir 
public practice the message is less obvious but it i: 
still there. The book will provide many talking point: 
between accountants and their clients — and the 
accountants may be surprised to find how Il 
thought their clients have given to the matter and how 
much the accountant can help — and it will give 
direct help to the accountant in certain aspects of hi: 
own office management. 

Mr Ivens, brings humour to his work, particularly 
in his chapter on "The Communicators' and he is kinc 
enough not to include a picture of an accountant here 
Perhaps, however, he does not mention the account: 
ant because he does not recognize him as a ‘communi. 
cator’ at the moment. If this is the case there is all th 
more reason for this book to be widely read within th 
profession. l 


Managerial Accounting 


By Dr Mary E. MURPHY, PH.D., C.PA. (D. Var 
Norstrand Co Ltd, London. 46s 6d.) 


This book is a description of a philosophy rather thar 
a textbook for students, although it is designed as : 
companion volume to a college course in managemen 
science in the United States of America. Conse 
quently, it lacks the practical illustrations by example: 
which the average British student requires. On the 
other hand, it does not fall into the error which othe: 
similar works sometimes do, of putting forward : 
sort of ‘do-it-yourself’ accounting programme, no 
does it get immersed in unimportant accounting 
tasks. 

It is therefore recommended reading for al 
accountants. In particular, it is a most scholarly 
analysis of the work which the internal auditor car 
and should undertake to convert his routine tasks int 
an instrument of managerial control, aspiring 
ultimately to the position of ‘controller’. 

Each chapter includes a summary of main point: 
covered and an excellent list of further Americar 
books on each topic for ‘background reading’. 

One might even suggest that this book itself is idea 
background reading for anyone unconvinced of the 
virtues of management accounting, whether externa 
or internal accountants are to be responsible for it: 
operation. 
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Several of the author's statements proclaim her 
admirable philosophy on certain points on which, 
one fears, many businesses in Britain are at present 
hopelessly behind the times. Examples of these are: 
“There should be no need for reconciliation between 
cost and other accounts’; ‘Decentralization . . . makes 
several small companies of one large one ... and 
elevates inter-company product transfers to a status 
of purchases and sales, setting up a unique pricing 
problem’; ‘Financial forecasting... . is not a profit 
plan. Management looks to better things than forecast 


profit. ... The aim is to foresee results, not to in- 
fluence them ... in viewpoint, it will precede the 
budget ... which is the detailed tool of control . 


(and) the profit plan, which is management s broad 
picture of intended accomplishments.' 

"DI here are useful chapters on data processing and 
compensation schemes, and on every page the stature 
of accounting work is made greater by its explained 
powers to control. 

All in all, an admirable series of essays for the 
thoughtful accountant on every aspect of the subject, 
written by one who is obviously sincere and well- 
qualified in her task. | 


The Theory and Measurement of Business 
Income 


By E. O: Epwarps and P. W. Bett. (University of 
California, Berkeley, California. $7.50; Cambridge 
University Press, London. 60s net.) 


When two professors of economics go to great lengths 
to understand the techniques of accounting and 
combine to suggest fundamental improvements to 
which these could be subjected, their work deserves 
serious consideration. Many of their analytical com- 
ments touch keenly upon aspects of accounting 
theory and practice to which accountants are sensitive, 
but this is certainly no reason to refrain from reading 
them; quite the contrary. Indeed, one can go further 
and say that had profit measurement developed upon 
the basis of balance sheet comparisons, as well it 
might have done sixty years or so ago, then the result 
might well have been to produce a system of the kind 
the authors propose. 

Briefly, they have endeavoured to produce a blue- 
print for an accounting system which will both 
measure business profit and also state business values. 
At first they appear to be developing a theory of 
business valuation of the ‘capitalized super-profit’ 
kind which they call ‘subjective goodwill’; but they 
abandon this on page 44 for what does not appear to 
be a very good reason. Thereafter they concern 
themselves with individual asset (and liability) values 
in order to arrive at two distinct, though related, 
concepts of profit; ‘business profit’, being the amount 
by which the values in the business have increased 
during the period; and ‘realized profit’, being the 


amount which could be distributed at the end ofa 


period without leaving the business worse off than it 
was at the beginning. . 


THE 
ACCOUNTANT 


July 13th, 1963 


After examining the application of these theories 
to inventories and fixed assets, in respect of which the 
valuation problem appears most acute, they then 
show how ‘business profit may be converted into 
‘real business profit’ by the application of appropriate 
price indices to the component ‘current values’ shown 

in the closing balance sheet. 

Besides ignoring Dutch and French experiments 
in this field (the Philips system is mentioned in an_ 
off-hand manner towards the end of the book) and~ 
basing their judgement of German theory and practice 
upon Schmidt’s seminal work of the 1920s, the chief 
defect of this book is a failure to appreciate the 
nature of the movement in accounting thought away 
from the balance sheet in order to develop the profit 
and loss account. This has led to the use of standards, 
which is nowhere mentioned and surely objectively 
measured standard values are preferable to the 
‘current values’ favoured by the authors, which. still 
display most of the qualities of historical accidents. 


! 


In short, when the authors found (page 8) that ‘It is^Y 


perhaps paradoxical that the practical science or art 
of accounting can be related, even remotely, to such 
unreal assumptions', thev should have been on their 
guard and looked a little deeper at the paradox. This 
could have enabled them to avoid the situation in 
which they arrive on page 206, where they solemnly 
prove that the more a business's credit declines, the 
more profit it makes, providing only that it is sub- 
stantially in debt to begin with. | 
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Finance and ` 
Commerce 


Insurance 


HAIRMEN of insurance companies that under- 
take fire business have been unanimous in their 
reports issued this year that fire insurance premiums 


are too low. Rates must be raised, they say, and from . 


` the manner of their saying it, it would not be sur- 


C" 


H 


'prising to see a general increase in the rates of fire 


premiums. 


In the case of industrial and commercial fire 
insurance, the adequacy of the cover obtained by 
insurers can normally be taken. for granted. Inciden- 
tally, it was suggested in this column some time ago 
that where fixed assets are carried in accounts at 
values which are decidedly past history, it would be 
useful to show by way of a note on the accounts 
what values have been taken for insurance purposes. 


In the case of domestic insurance, there has been a 
reminder recently from Mr E. H. Haynes, F.L.A., 
chairman of the Royal London Mutual Insurance 
Society Ltd, that ‘on the whole the average house- 
holder underestimates the value of his home'. Mr 
Haynes's statement is based on a recent survey made 
by the Society which found that many householders 
are often ‘grossly under-insured'. The value of the 
house itself, he says, is rising and the insurance cover 
should be adjusted regularly. 


Associated Fire Alarms 


In this context, it is not inappropriate to take 
this week's reprint from the fifty-second report. and 


accounts of Associated Fire Alarms Ltd, a group ` 


that specializes in security devices and installations 
against fire and burglary. | 

A.F.A. Central Stations throughout the country 
are directly linked by private lines to specialized 


. equipment in customers’ premises. Signalling equip- 


> 


J 


ment at the station, which is manned night and day, 
gives warning of a fire outbreak or attempted burglary 
and police and fire brigades are immediately notified. 
Thus protected, customers can obtain reduction in 
the cost of their insurances. 


The company runs its own factories to produce 


its whole range of security equipment from something ` 
as basic as bars over windows to hand fire-extin- . 
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guishers, infra-red burglar alarms, fire detectors, 
security waistcoats for cash in transit, alarm bags and 
locks, 


: The company’s 1962 accounts, which provide the 
reprint, hold a note of special interest in that 
the auditors have seen fit to qualify their report, the 
nature of the qualification being evident in the 
reproduction. 


Not Costed 


According to the auditors, the true and fair view 
which the accounts should give is ‘dependent on the 
basis of valuation referred to at Note 3’. And Note 3 
says: ‘Due to the nature of the company’s business, 
equipment installations are not costed and accord- 
ingly additions to apparatus on hire during the year 
have been capitalized at ten years’ purchase of the 
annual rental income arising from installations made 
during the year, and fire, police and central station 
equipment has been capitalized similarly on a four- 
year basis. £1,147,496 has been set off against 
operating costs.’ 


Readers may wonder what is the full purport of 
the note and of the auditors’ qualification on it. 
In which case, what of the shareholders? It is possible, 
of course, that what has gone before in previous 
reports and accounts might assist the understanding. 
But at the moment, this fifty-second report is all that 
is available. 


Heightening the interest in these accounts, there- 
fore, is what may be presumed to be a disagreement 
between members of the accountancy profession on 
the basis on which the accounts have been prepared. 


On the Board 


The auditors have a name and standing in the 
accountancy profession which will be recognized. 
But the accounts are signed by Mr W. A. McPhail, 
the chairman, by Mr E. H Morland, T.D., F.C.A., 
and by Mr J. D. Nuttall, r.c.4.; Mr Morland being 
the managing director and Mr Nuttall the company's 
financial controller. And, it might be added, another 
member of the board is Mr H. A. Deeker, F.C.A. — so 
that one-third of the board are chartered accountants. 


It would have been useful if the boardroom 
accountants had taken public notice of the auditors' 
qualification and explained what it all means. 


In his statement as chairman, Mr McPhail 
emphasizes the mounting figures for fire losses. 
Recently published figures, he points out, show that 
the annual fire wastage for this year in Britain is 
running at the rate of £80 million. The quarter's 
figures to the end of March, he says, are higher than 
the whole of any single year before 1949. But while 
there can be no argument about the fact that fire losses 
are rising, a comparison over fifteen years must take 


account of the value of money. 


THE 
ACCOUNTANT July 13th, 1963 


46 


—_—Se—— eH 


LOS*LIEF 





608'ty1 


869'£4] 





8b8'0c 


9yS'r61 





9[9'l0I v9r's9 


Zei og 


Z91 oer 





GC 


glate 





S00'78  PEO'Ot 





é£0'to0l OsI'Iy 
688'09 


£c9'99£ 


C961 


"^ ae ea os ee 1961 
'J9quis»e(] 3S]g 3 {youd peagludoaddeuf) 


ne ee a^ -- ae C961 
'Árenuep 38, 3v sqyoid poyetudouddeun 


r 


** sajuediwoy ÁKJeipisqns ui poure3ay 2559] 


ae es ee ee ee soJeus 
“SG EB6'Zp y UO WPL} jo peur] pesodoag 
* *SO4EUS “SG OB6'O9E'Z UO 9501 JO wayi 


(NSL GWODU] S$9[ 'spusptAI(q 


ss es ** weak ous Zuiinp paadinboe 
Sanugduoch jo sesso] uomnisinbog-e4d :ppy 


** uonexe] Jaye dnoJc) et Jo 324044 ION 


ea se ew oe ae spopad 
snolaaad jo 329dsoj ul s3juoumnsn[py ':559] 


kd. LL ea Se EL Sold 
ap ae we ae XEL SWOJ] 
sev su 


JO} S3jjoJd eti uo peseq uonexe, npag 


oe e e LÉI se pe (1 SION) 
uoiexe] 9J40jeq dnos) oui jo 359044 JN 


296| Haqq ISTE papua 4D3J ou) 20 


Tee 


608'£p[7 





SES ‘Tr 


1/2101 





Isy'81 


Zell 





EST  LEC'OL 


*80'92 


686'681 





God) 1$9'01 


019'00Z 





Oss'z! egëIE) 





zee'sh 61/'8]1 
LELT 


6LB'IEE 


1951 


pn eenegen, 


3unoo2y SSO] PUE 35044 po3eprijosuoS 


C——  r ^u 


(8629/3 1961) 000'ECJ Jo saueurtuiuioo [exide» pey Aueduio- eu ae) egene ss] apay "9 














SIE o? 

elei SS Ayinuue jo onjea pasrje3idvo pue sonaedoud jo ayes uo agoag : ppy 

09111 io zu us te x 1961 'Árenuef ys] ye easasay ]exjd ey zë 
Uh TEP TF 

Spe IC gi or St SS "* Suonisinbae pue angel jo sosuadxy :5$27 

Z'vsy 

4656'170'1 ub suonisinb»e Jeuio pue onss| S2u31M 40j paAt3294 SUinitUO.d :ppy 

OI DE id T^ Ke ** C961 'Arenuv[ 3S] 3v sv 3uniooo V unnuoJg ALYS Ki 


*siso? 3ui3e49do 3suje3e yo 
395 Uq Seu 96p'/» 117 "Steeg Jead sno} e uo Ap[J8]Iurs posi[eaide» uasq sey 3usudinba vogue jesuacy 
pu? 210g ‘oily pue Lead oyy Zutunp spew suone[reasul wos) Buse SWU, je3u94 jenuueg au Jo 
OSENG saved UBI 3? posijeside> uooq saey JLI ou Zutinp IHH uo sniededdw o3 suonippe AjZurpaooog 
put ps3502 Jou 94€ suceji; 3u2uidinbo 'ssoujsnq sAUEdUIOD 943 jo eJn3eu eu) 03 ONG "E 


“6TT'OOEF JO p»ptAoud Mou 3unotue ay? 3suieZe se 7go'9p 73 UD SALTY pjnow 224245 eua '196| U! 
se po3dope usaq siseq owes aui peH 'pedueu» usaq sey uomei»s4dap SulAoJd jo siseq oul Z 








6CC'00E 3 S s "S m TU Kg ''  uoneDs4doQ ` ZPZ'b6 
6Lt'S SS aS SS fed rr e "us uoijeJounuls ,SJo3ipny ot 
88 £18'61 a "* POAIEM [96] 10g UOISSIWIWOD $,1012341C] 3ui2eue[] :5597 
1066! [Lele 
009 "e 2m ES a SES ** 40329J1(] 49u1L104 JO UOISUSd 009 
gaer vs vs Sé SC es 5324 PEC'Z 
me Ta nS D n UOISS[UU07) EI8'6l 
' £E£'8] x E? We ES ** Saugige :uoneJaunulsJ ($40329J1(] p1t'8 
GI 196] 


—;uonexe sJojeq 310Jd 39N Wæ Buje 940]oq papnpulsasuodx3 "| 


5j3Uno22y 943 uo sa3oN 


£96| 'II3d v up 
Sjuejunoo2y paseqeyD '|'273 'uopue" seid A13 'rc-7t 
“OD R LIAM ATISNYL 


"SUH 19u30 Aq panpne yaaq oAey sairueduio- Adeipisqng au jo awos jo $33uno22y ou] 


tel Dy seluedwos eus Aq pauinbaJ vonetusojus au Jauuew paqia2sa4d aq3 ur oal 
$1uno22y ples oy | '53unoo2y Su) YIIM 3u9Uro342? ur sue asaya pug sxooq Jedoud Iday sey Aueduio ay] 
'Á1e55929U 3494 po9Jopisuo2 9A YUM suoneur[dxo pug uot;eur0juj BYI UE PSUIEIGS Jary IAMA 


'9jep aeu uo papuo JeoÁ 943 40; Jyoud oun jo pur '796| '19quia29(] 35]£ Ie Sigg 
jo 93215 au JO ASIA A6) PUT 9nJ3 € peinurT sutiv]v 3414 peaei2ossy jo siaquie[] PYF surgouoo Se dE} 
OS 'E OJON 3€ O3 p9412j2J UOIIEN]LA JO SISEG au uo 3uspuedap "aart? sonieipisqns S3} pue Aueduio sey? 
Suisi.duio2 dnouc) oi jo pue Dat) surrejy 9413 po3er2ossy jo 5930u pue Sing au uotuido ano uj 


payuy suiae]y 2414 po3er205sy jo sagu au 03 s403rpny eu jo 340doy 





dnOou» vav 3HJ, 


47 


THE 
ACCOUNTANT 


July 13th, 1963 





89°67] ‘pF 





"ssop 





98C S6£'l 
£C8'£l 


Les'EZL 


t98'409 


GU 





£99'c 
989'19S 





£S0'041'L S11'C8S7. 891 75707 





ZIZ'SS9  8C6'E9|  Ob9'618 
Ott'89b LOPITZ  ZEL'689 
Eat EGE) og GE 
SET'89  18b'6C — 91/76 
scc gcc  908'/7|  I£0'99€ 
TSS — CCCO)] bAi 
9tl'v9£ BZ8TI — VIO'Z2E 
7 7 7 
*uonen[eA Jo 
3502 3uanbos 
"qns "Giel 
"uon 'eunf 130€ 
-eijsjd9(] 3? 9njtA 
e1e39483y Yoog 39N 


C96! 
Z96| ‘aqua IS JE 2D 


“TIVLLAN "OT 
‘QNVTYOW 'H '3 
"HVHd?N "V "AA 


a. + we on 


PURE 
ul ue pue »ueg Ie So»ut|eg 


(saqap 1njiqnop 
Joy uorlstaosd Sail suoiqecy 


we zs a aa 


3502 J9pun Jo 
3B s$9J4O0Jd Ul YIOAA put MOIE 


51955y 1u944n5 


ss 3502 3e sjuaunsoAu| 9pD4 


» » a a 


s1ysty quad pug 
saturdwor) AJjefpisqns jo uon 


-isinb»g au WOJ) ZUISIIE JHApoosn) 


**  uonegn[e4 s Auedwor ay? 
ae uead au Zutnp suonippy 


A T961 'A1enue[ 3s| ay 
(E BION) 941H uo snaejeddy 


** UgonenjeA s Augdiuo- au 
3€ Jesod oy Zuninp suonippy 


uix 196j ‘nur 35] av 
(E 930N) 3ueudinb3 
uo1373$ eua pue 'o3i[og '9414 
ps Si es s3ui33l.| put 
Sain ‘aunituang pue ‘Asou! 


ADEM pue 3ue]d 'sojoruoA ZOO 
x s3119doug pjouoseo' 


~t sBSuipiing pue pue] pjouoodg 


sassy pax] 


SSE 


166'E86'13 








000'618  EEC'IT 





86z's0$ 
TN 
166911 
LOVE 
9E 1'60E 


EEN EECH 


BëtIZCR  8ES' 4903 976 601 17 





S6ISEE CZE — 8G€EF'ZIE 
Hil'coc 8841'S}  66Z2'ZIE 
tZF'TS t692 419 
869'07  106'8$1  £668'9E 
S09'S1] gon — FEROLI 
ZSE'T9 — LE“ TELL 
666'£9 606'6 80E£'££ 
7 7 7 
UOLIDNIDA JO 
1s02 Juanbas 
-qns 'gpá] 
"Uo — 'eunf ROE 
-bi534de( 1D 9njDA 
apa By yoog JEN 
1961 





3394S oour[eg pojepijosuo- 


Ee e 





























889'6C1'y7 166'€86'1F 
66T'6IF'] b9b'S9 ak SS (x3 ssal) 7/514] puspAtc] Pasodoid W06'969 «ESI ke 
£os'ioz zi E: SS SS **  UOnDExe| 3usIIND HOFTE 
88t'Cc9 P^ We Tt ** (paeunoss) 3j?JpJ9AQ opueg E1/'ZIZ 
Déiere a xs '* sesuadxj pansy put S403 P3 pty'997 
$31H[IqDI] ILNI 
SBcC'091 ** 92UDADO Uf p3^j9221 ƏWODUJ 92UDUSIU[DJA pup Ion 80$'401 
THL'99 s i E $796] "Aienuer 3s] enp uoRDXD] ` #9 SO} 
65101 668°62E 7s à Mi Sa ** — t196| ‘daquiasagq 669'117Z  6£v'igi 
3Sjg JB YNey SSO]1 pue ijgo4jj uo oouP[eg 
oo9t'O£ TO C961 ‘Agenues 35] 3* se S9A4959M SnuasAsMH 09z‘0E 
snjqing pup saasasay 9nuoASM 
¿Sp T9 SIE'OE ES ds (s 330N)) sapo 067'£6E  09i'il 
ease oe un ES (p 930N) Junony wuntuis4g SaJeus OEI'Z8E 
SaAsasay [mido 
9r4'0I9 ' *pied A[[nj "ee ‘sg jo seJeus KIEU PIO E86 kk SESE : 
:penssj 
o00'000'7  "' "* yoes ‘sg yo so1eus A1eutp4C) 000'000'F 000'0053 
:pasloyny 
"oud 
3 7 3 7 
7961 1961 
P QALIWI SHWHVTV Sau GaLvVIDOSSY 
lm ` a 


THE 
48 ACCOUNTANT 


July 13th, 1963 


CITY NOTES 


qp are beginning to be signs that the stock- 
markets are managing to live with current politi- 
cal uncertainties. There comes a point when a factor, 
such as political doubt, comes to be accepted as part 
of the market risk and not as something which debars 
that risk from being taken. 

'The assumption that a general election must still 
be some way off, and that evidence of economic 
re-expansion will continue to accumulate in the 
interim, has brought a return of industrial equity 
support on a modest scale, In the current thinness of 
the market, this support has been reflected in price 
improvement which has tended to exaggerate the 
amount of buying. 

The fact remains, however, that political disquiet, 
no matter how much the market may be prepared to 
carry it, is the kind of investment influence which 
must make any equity rally a. tender affair. It is 
noticeable that low yield equities are being institu- 
tionally avoided with long-range investment centred 
on sound but secondary issues on a reasonable yield 
basis. : 

The smaller investor, meanwhile, is still more 
inclined to play for safety than for anything else. 
'There is still a lot to be said for that point of view 
under current conditions. 


ke * * * 


HE building societies seem once again to be 
concerned with the infow of new investment 
money and the level of interest rates. Flush with funds 
early in the year the societies took, and are still taking, 


a heavy volume of mortgage commitments on their 


books; but so much money has gone out that for the 

remainder of this year a slightly less generous granting 

of new business may become necessary. m 
Even so, 1963 promises to be a record building 


society year and it could be that the political uncer- 
tainties currently keeping a rein on stock-market 
business will help the inflow of money to building 
societies. An uncertain stock-market is invariably a 
"bull point’ for building society investment funds. 


* * * * 


UST how narrow the margin can be between the 

fixing of favourable or unfavourable new issue 
terms in the corporation loan market was shown 
recently when underwriters of the £6 million Derby 
Corporation 54 per cent 1975-77 loan at a price of 
£98 per cent were left with 62 per cent of their 
commitments. | 

The terms which, on then ruling market levels, 
looked reasonable when first announced finally proved 
to be a little ‘short’ for institutional investment liking. 
But this, it may be added, is not the first time that a 
‘quarter coupon’ stock has failed to attract support 
during a period of otherwise relatively strong demand 
for fixed interest stocks. 


Ké Kë * * 


EW applications to Industrial & Commercial 

Finance Corporation at 453 in the year to last 
March against 595 in the previous twelve months 
were indicative of the slowing:down of the economic 
tempo during the period. The volume of business, 
at {8:4 million, however, was down by less than 
IO per cent, with the time lag in the pipeline partly 
accounting for the reduction. 

Lord Piercy said this week that the volume in the 
pipeline at the beginning of the current year was 
about the same as last year and some of last year's 
business will begin to show a return this year. This 
year, however, may be a smaller year for business 
although a revival of investment in manufacturing 
industries may well assist 1964-65 results. 


RATES AND PRICES 


Closing prices, Wednesday, July roth, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


Bank Rate 
Dec. 8, 1960 595 Mar. 8, 1962 54% 
July 26, 1961 7% Mar. 22, 1962 576 
Oct. 5, 1961 619, ^ April 26, 1962 44% 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Treasury Bills 
May3 £3 145 4:34d% June7 £3 138 653d% 
May Zo £3 14s s92d9, June td £3 138 824755 
May 1; £3 138s oord% June2r- £3 14s 184d% 
May 24 £3 128 863d% June28 £3 14s o-50d% 
May 3x £3 12s 8s50d% = July 5 £3 155 3°21d% 
Money Rates 
Day to day 24-38% Bank Bills 
3 days 21440 2 months 3-3 Six 
Fine Trade Bills 3 months 3 8-38 2 
3 months 5~ sh %, 4 months 3 H-3 $276 
4 months. 5—54% 5 months 338—333 7^ 
6 months 51-695 


Foreign Exchanges 
New York 2'8o} Frankfurt II'15$ 
Montreal 3'02% Milan 1741$ 
Amsterdam 10'090 Oslo 20:011. 
Brussels 139°794 Paris 13:72k 
Copenhagen 19°33 Zürich I2:11$ 
Gilt-edged . 
Consols 4% orée Funding 3% 59-69 91 
Consols 24% 464 Savings 3% 60-70 894 


Con'sion 6% 1972 105 45xd 
Conv’sion 54% 1974 101i 
Conversion 5% 1971 99% 
Conversion 3394 1969 944 
Conversion 34% 3 
Funding 54% 82-84 1024 
Funding 4% 60-90 94 


Savings 3% 65-75 81 Hixd 
Savings 2395 64-67 
Tre’ry 54% 2008-12 ror . 
Treasury 5% 86-85 96%; 
Treasury 34% 77-80 82$ 
Treasury 34% 79-81 814xd 
Treasury 24% 46 


Funding 34% 99-04 70 Victory 4% 984 
Funding 3% 66-68 913 War Loan 33% 63d 


var o 


928b. y 
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Taxation Cases 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the ‘Annotated Tax Cases. 


Welford Gravels Ltd v. De Voil 
In the House of Lords — June 2oth, 1963 


(Before Lord Hem, Lord JENKINS, Lord Hopson 
and” Lord GUzsT) 


Income tax — Schedule A — Gravel-pit — Additional 
Schedule A assessment thereon — Whether assessment 
limited to annual value for previous year — Income Tax 
Act, 1952, sections 82, (paragraph 1 (c) of Schedule A), 
84, I05, 106, 17}. 


A farm of about one hundred and fifteen acres 


T included a gravel-pit of about twenty-one acres, and 


* 


T 


D 
E] 


the whole farm was assessed under Schedule A at 
4,108 gross and {80 ros net. Prior to 1956 the gravel- 
pit had been used as such to only a small extent, but 
in that year a large local demand for gravel arose, 
and the owners of the farm obtained development 
permission to extract gravel from the twenty-one 
acres. It was a condition of the permission that any 
machinery or structures should be erected on an 
adjacent wooded area. The owners of the farm sold 
the twenty-one acres and the wooded area, twenty- 


three and a half acres in all, and the sale was. 


completed on February 22nd, 1957. ‘The purchaser 
company let the appellant company into occupation, 
and the latter started operations for extracting the 
gravel at the end of March 1957. On December 
31st, 1957, the purchaser company granted a lease 
of the site to the appellant company for twenty-one 
years from March Ist, 1957, at a rent of {60 a year. 
This lease denied the appellant the right to extract 
gravel or any other mineral from the land. On the 
same day, however, a licence was given by the pur- 
chaser company to the appellant to extract gravel in 
return for a payment of 45 a cubic yard. 

In 1957, about fifty-six thousand cubic yards of 
sand and gravel were extracted by the appellant and in 
1958 it extracted 60,000 cubic yards. The sums 
payable to the purchaser company for those years were 
£11,200 and £12,000 respectively. After the Schedule 
A assessment for 1957-58 on the farm as a whole had 
been made, the Inland Revenue became aware of the 
sale of the twenty-three and a half acres, and the 
annual value of the farm as a whole was apportioned 


between the owners and the purchaser company. : 


Later the Inland Revenue learned that the appellant 
‘was extracting sand and gravel from the twenty-three 


-7 and a half acres, and an additional assessment under 


Schedule A was made on the respondent in the sum 
of £5,000 gross and £3,475 net. 

It was contended on behalf of the appellant that 
the additional assessment was invalid, in that the 


twenty-three and a half acres was not a new unit of 
assessment. The General Commissioners accepted 
this contention, and discharged the additional 
assessment. 


Held (affirming the decision of the Court of 
Appeal) the twenty-three and a half acres were a 
separate unit of assessment; and the case should be 
remitted to the General Commissioners for the 
annual value to be determined accordingly. 


C.H.W. (Huddersfield) Ltd v. 


In the House of Lords — June 2oth, 1963 


(Before Lord Rem, Lord Jenxins, Lord Hopson, 
Lord Guest and Lord PEARCE) 


Surtax — Undistributed income of company — Whether 
a subsidiary company — Whether distribution made 
within a reasonable time — Persons to whom income 
apportionable — Income Tax Act, 1952, sections 237, 
245, 248, 256, 260. 


The appellant company carried on business as a 
wool merchant, and had an issued share capital in 
preference and ordinary shares, all of which was held 
by four individuals (the Garsides and the Spencers). 
Towards the end of the accounting period from 
April rst, 1956, to March 31st, 1957, that is to say, in . 
January 1957, the company transferred all its trading 
assets to two new companies and was left with two 
sums of £25,000 and £279,000 respectively, as its only 
remaining assets. At the same time, the Garsides and 
the Spencers ceased to hold any shares in the appel- 
lant company and received shares in the two new 
companies; and one of those companies, which he'd 
nine-tenths of the appellant company’s issued capital, 
was a company to which section 245 of the Income 
Tax Act, 1952, did not apply. 

Accounts of the company were made up for the 
period from April rst, 1956, to January 31st, 1957, 
and they showed a profit of £32,103. These accounts 
were adopted by the company in general meeting on 
February 14th, 1957; and the general meeting also 
confirmed the payment of a dividend on the redeem- 
able preference shares for the accounting period 
mentioned, and resolved that no dividend be paid on 
the ordinary shares for that period. On December 
13th, 1957, at an extraordinary general meeting of the 
appellant company, it was resolved, however, to pay a 
dividend on the ordinary shares for that period. This 
dividend was {£59,130 8s 8d gross. 
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On July 7th, 1958, the Special Commissioners made 
a direction under section 245, and apportioned the 
actual income of the period in question as to 303/ 
306ths of the Garsides and Spencers, and as to 3/ 
306ths to the two holding companies. The sums so 
apportioned were £54,282 and {£537 respectively. 

It was contended on behalf of the appellant that as 
no interim ‘dividend had been paid, and as the 
Garsides and the Spencers were not shareholders 
when the dividends were declared, nothing could be 
apportioned to them; and that therefore the appellant 
company was a subsidiary company despite section 
256 of the Income Tax Act, 1952. It was contended on 
behalf of the respondents that the Special Com- 
missioners were entitled to make the apportionments 
on the Garsides and the Spencers; that therefore 
pursuant to section 256 the appellant company was 
not a subsidiary company during the accounting 
period in question; and that the dividend declared on 
December 13th, 1957, was not a distribution made 
within a reasonable time, so as to satisfy. section 245 
of the Act in that respect. The Special Commissioners 
decided in favour of the respondents. 


Held: (reversing the decision of the Court of 
Appeal) (Lord Guest dissenting): the Special Com- 
missioners were hot entitled to make the apportion- 
ments to the Garsides and the Spencers, as they did 
not have an interest in the company at the relevant 
accounting date. 


C.LR. v. Jamieson 
In the House of Lorés — June 2oth, 1963 


(Before Lord Rem, Lord Jenkins, Lord Hopson, 
Lord Guzsr and Lord PEARCE) 


Surtax — Settlement on children — And on their wives, 
husbands, widows or widowers — Whether settlement 
terminable — Whether settlement irrevocable — Finance 
Act, 1958, section 404 (2) ~ Income Tax Act, 1952, 
sections 397, 398, 399. 


In 1950 the respondent made a settlement in favour 
of his one child then living and of future born 
children ‘and otherwise as hereinafter mentioned’. 
The settlement was to continue till the end of twenty- 
one years from the death of the survivor of the child 
and the settlor’s wife. The trust fund was settled on 
issue (including children thereafter to be born) of the 
settlor, and the wives, husbands, widows or widowers 
of such issue. The beneficiaries took such shares as 
the trustees at their discretion should from time to 
time appoint. The trustees also had power to release 
or restrict their power of appointment. The trustees 
had not exercised their power of appointment, nor 
had they exercised their power to release or restrict 
their power of appointment, and they had accumu- 
lated the trust income during the relevant years. At 
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the time of the appeal the settlor had three children, 
all of whom were infants. Surtax assessments were 
made on the appellant for 1955-56, 1956-57 and 
1957-58 on the footing that the settlement income fell 
to be treated as his income. 

It was contended on behalf of the respondent that 
the settlement was irrevocable within the meaning 
of section 399 of the Income Tax Act, 1952. It was 
contended on behalf of the appellants that the settle- 
ment could be determined because the trustees could 
appoint the whole of the trust fund absolutely in 
favour of a particular beneficiary; and that the settle- 
ment was revocable for the purposes of section 399 
because it was thus determinable. The Special Com- 
missioners decided in favour of the respondents. 


Held (reversing the decision of the Court of 
Appeal): the special power of appointment was a 
provision for the determination of the settlement; and 
the settlement was not irrevocable within the meaning 
of that word in section 399. 


Wickwar v. Berry 


In the Court of Appeal — June rath, 1963 


(Before Lord Justice SELLERS, Lord Justice DONOVAN 
and Lord Justice RUSSELL) 


Income tax — Payment for purposes of technical educa- 
tion — Farmer — Sons at agricultural institute — Whether 
fees paid were for purpose of technical education — 
Income Tax Act, 1952, sections 137 (a), (b), 140, 212. 


The respondent, a farmer, employed two of his 
sons'full time in his farming business. Later they 


went to the Institute of Agriculture, and there took awe 


full-time certificated course in agriculture. The 
Institute of Agriculture was an approved technical 
college for the purposes of section 140 of the Income 
Tax Act, 1952. During the holidays the sons worked 
full time on the farm at normal wages. 

There was no evidence as to whether the fees paid 
by the respondent were earmarked for the mainten- 
ance of the educational courses provided by the 
Institute, or whether they were used for the general 
purposes of the Institute, but the Special Com- 
mussioners inferred that the latter was the case. 

The respondent contended that the fees paid by 
him were deductible as expenses of his farming 
business, It was contended on behalf of the appellant 
that the respondent made a commercial return for 
the fees he paid and that therefore they were not 
deductible for tax purposes. The Special Com- 
missioners decided in favour of the respondent. 


Held (affirming the decision of Mr Justice Ungoed- 
Thomas): the payments were for.the purposes of 
technical education, and were deductible in com- 
puting the amount of the Case I assessment on the 
respondent. 
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Q Why are Capital Units suitable for many trustees P Q Are Capital Units easy to buy and sell? 

A Because they meet the needs of trusts set up on behalf of A Yes, units can be bought at the d uoted offer price direct 
minors and others, where the immediate income is less from the Managers or through qualified agents (banks, stock- 
important than the ultimate growth in capital (and income). poke coors Ad Ese ret ae pny time the Managers 

uy n & epu e rice e cas 

Q Are there other advantages relevant to trustees ? will be available within a Ew days. pm 


Yes, Income, which is normally distributed half-yearly, can 
A be automatically reinvested in further units at no extra cost. Q Are the Managers’ charges heavy ? 


In the long run this can help significantly to build up capital A No, there is an initial charge of 3195 E ie ital gy in the 
A / without inconvenience to CES published offer price of the units. O E of this he Managers 
J “Q What about the Trustee Investments Act, 1961 ? bf ot on each £100 investment agents A halt- yonrly chargo 
A Capital l Units are an authorised wider-range investment under eias running costs. 
CE Gus ARA of investments helps meet the require- Q How have Capital Units fared so far? 
i A Since Capital Units were formed in December 1958 an invest- 


The offer price at 3rd July was 8/0d. x.d. giving an estimated gross ment of £100 has grown to approximately £150. The income 
commencing yield of £3. A. 2d.% p.a. from this investment amounted to £5. 3. 5d. for 1962, 


i FOR FURTHER INFORMATION SEE YOUR STOCKBROKER OR CONTACT SAVE AND PROSPER GROUP, 30 CORNHILL, LONDON, E.0.3. 
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Shrewd people responsible. for the running of 
business cars are turning more and more to 


Contract Hire through VEHICLE CONTRACTS 
LIMITED for all these reasons and more: 
Present car or fieet bought for cash 
All cars taxe 
No mileage limit . 
Free replacement if your car is off the road for 
forty-eight hours or more . 
Direct Maintenance Service contract available 
Whether you need one car or a fleet, Vehicle Con- 
tracts Limited can save you alot of trouble, worry 
....and money. 
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Ow e Ix 
A CENTURY OF SERVICE 


The City of London ` 
Building Society ` ` 


HISTORY ~ Just one hundred years old this year! A short 
booklet has been written and will be sent to N on Spp aon 
Many millions of pounds have been entrusted to us by thousands 
of investors. Many millions of pounds have been advanced by 
us to thousands of house owners, i 


SERVICE - Our business is personal, because the problems we 
deal with are personal. We do not claim to be experts on every- 


thing, but we have a vast fund of experience which we will gladly : 


share with you. 


TERMS - Dividend on shares is 4 per cent per annum with 
income tax paid by the society. If you want to buy a house, come 
and discuss your problem with us. It will be worth your while. 


For the fullest details: 


VEHICLE GONTRAGTS LIMITED 
194/198 King's Road, London SW3. 
Telephone: FLAxman 4801 

SPECIALISTS IN CONTRACT HIRE THROUGHOUT BRITAIN 
A Member of the Lex Group of Companies 





EN NI 
LE RAGON 


TRUST 
Investment through Endowment Assurance 





A loanin conjunction with an Endowment Policy, 
with or without profits, provides a first-class 
opportunity to purchase a substantial block of . 
Units in Welsh Dragon Trust. A deposit of only 
1575 is required. £1,000 is the minimum loan 
available, and £1,500 p.a. the minimum qualifying 
income. The interest rate on the loan is 6%. The 
dividend on the total Units is payable half yearly. 


POST THIS COUPON FOR DETAILS 


To Welsh Dragon Securities Lid., Carlyle House, Newport Road, Cardiff 
Please send ma particulars of Investment through Endowment plan 


NAME nd ees euim eism E ML IE Wee 
ADDRESS 





PLEASE PRINT CLEARLY 


34 London Wall, EC2 


Assets exceed £10,000,000 
Shares and Deposits are Trustee Investments 
Member of the Building Societies Association 





Exceed 
£2,500,000 


Your 
Investments 


must be safe, profitable and readily realizable. Davies 
Investments Ltd can satisfy each one of these require- 
ments. Safety is assured by skilled administration and 
ample reserves. 

For the TENTH year in succession a basic interest 
rate of 74 per cent per annum has been paid. 10 per 
cent is withdrawable on demand and the maximum 
notice for the largest sum is six months. No fee or 
brokerage is chargeable. 

An account can be opened for any sum, with a 
minimum of £20, but on units of £500 there is a 
special bonus of $ per cent per annum added annually. 
We have set out the main details of the facilities 
which are now so widely appreciated. If you would 
like further details and audited balance sheet, please 
write to Investment Department A., Davies Invest- 
ments Limited, Private Bankers, Danes Inn House, 
265 Strand, London WC2. 


MONarch 2525/6/7 
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THE INSTITUTE OF CHARTERED. 
ACCOUNTANTS IN ENGLAND AND WALES 


MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, July 3rd, 1963, at the Hall of the 
Institute, Moorgate Place, London EC2, there were 
present: 


Mr Robert P. Winter, C.B.E., M.C., T.D., President, in the 
Chair; Mr W. Guy Densem, Vice-President; Messrs J. 
Ainsworth, Gap, J. F. Allan, G. R. Appleyard, W. L. 
Barrows, T. A. Hamilton Baynes, J. H. Bell, C. J. M. 
Bennett, H. A. Benson, c.5.E., P. F. Carpenter, Sir William 
Carrington, Messrs D. A. Clarke, C. Croxton-Smith, 
E. Hay Davison, S. Dixon, W. W. Fea, Sir Harold Gillett, 
Bt, wo, Messrs J. Godfrey, G. G. G. Goult, P. F. 
Granger, L. C. Hawkins, c.z.£., J. S. Heaton, H. O. Johnson, 


^r R. O. A. Keel, Sir William Lawson, C.B.E., Messrs R. G. 


Leach, Gas, R. B. Leech, M.B.E., T.D., E. N. Macdonald, 
D.F.C., R. McNeil, J. H. Mann, m.3.z., R. P. Matthews, W. 
Bertram Nelson, C.B.E,, W. E. Parker, C.B.E.,, S. J. Pears, 
F., E. Price, L. W. Robson, Sir Thomas Robson, M.B.E., 
Messrs R. G. Slack, D. Steele, A. G. Thomas, A. H. Walton, 
V. Walton, F. J. Weeks, M. Wheatley Jones, E. F. G. 
Whinney, J. C. Montgomery Williams, Sir Richard 
Yeabsley, C.B.E. 


Displacement of Auditors 


The Council records that the following statement was 
issued to the Press for publication on June 19th, 1963. 


(1) In view of the important responsibilities of auditors 
towards the investing public, the Institute considers that 
the proposal, contained in the report of the directors of 
The City of London Real Property Co Ltd for the year 
ended April 12th, 1963, that the auditors at present in office 
shall be replaced by another firm, raises issues of general 
importance which render it necessary for a statement to be 
made by the Institute on the principles which are involved 
in relation to such a displacement. T'he reason given by the 
directors for this proposal is set out in the chairman's 
review, the relevant paragraph of which is reproduced below. 

(2) The auditors of a company are appointed to represent 
the shareholders in accordance with the requirements of the 
Companies Act and have a statutory duty to make a critical 
review of the accounts submitted by the directors and to 
report to the shareholders whether those accounts show a 
Kë and fair view and comply with the requirements of the 

ct. i 

(3) If the auditors disagree with such accounts to any 
material extent their duty is to say so in their report and to 
specify the material respects in which they disagree. 

(4) The fact that the auditors disagree, if they do so, is 
not a justification for their displacement unless the reasons 
for their disagreement are such that the shareholders no 
longer have confidence in the judgment, competence or 
conduct of the auditors as their representatives. 

(ei Confidence between directors and auditors, whilst 
obviously desirable, is not indispensable for the. adequate 
performance by the auditors of their onerous duties on 
aalt of the shareholders; indeed in some circumstances 
performance of those duties may lead inevitably to 


E of opinion between the directors and auditors 
"and to a report to this effect by the auditors to the share- 


holders. 

(6) The existence of such a possibility is among the 
reasons why auditors are appointed. The work of auditors 
and their freedom to perform it with a sense of complete 
independence can only continue as long as it is generally 


i 


accepted that the issue by auditors of a report expressing 
disagreement with the directors of a company of which 
they are auditors does not of itself provide a reason for the 
removal of the auditors from office. The purpose implicit 
in the appointment of auditors under the Companies Act 
would be defeated if there were to grow up a practice of 
displacing auditors whenever a disagreement between them 
and the directors of a company occurs on a matter of account- 
ing principle. 

(7) The displacement of auditors who represent and report 
to the shareholders is, therefore, a serious matter and is of 
great importance to shareholders. The principles set out 
in this statement are of the greatest significance and the 
Institute considers, therefore, that it has a duty to draw 
attention to them. 


Extract frem the Chairman's Reveiw: 
AUDITORS 

As indicated in the Notice of the Annual General Meeting 
and the directors! report a change of auditors is to be pro- 
posed. This arises out of a difference of opinion between the 
Board and the auditors in regard to which the view of the 
Board is supported by the advice of Counsel. The auditors 
were not prepared to give an unqualified certificate unless 
the balance sheet reflected their view, so it is presented in 
accordance therewith. As, however, the all-important 
mutual confidence between the Board of a company and its 
auditors no longer exists a change is in the opinion of the 
Board in the interests of the stockholders. 


'The Practitioner Inquiry 


The replies to the questionnaire which was dispatched 
to all practising members in the United Kingdom on 
April and, 1963, are now in the hands of the Economist 
Intelligence Unit. 

The number of replies received is as follows: 





2,121 firms have completed the questionnaire 
741 replies have been received from members not 
engaged in full-time practice 
2,862 
This response is regarded as encouraging. The 


Economist Intelligence Unit hopes that its preliminary 
report will be available in October 1963. 


Chartered Accountants! Retirement Benefits 
i Scheme (CARBS) 


On November 14th, 1961, a notice was issued to all 
members of the Institute resident in the United King- 
dom to the general effect that members contemplating 
a contribution to section A of CARBS might for the 
time being be able to secure better terms outside the 
scheme. The notice also referred to the possibility 
that for some members endowment assurance with an 
annuity option might well be more satisfactory following 
the change in surtax than a self-employed person's 
retirement annuity under the Finance Act, 1956. 

The trustees of CARBS have agreed with the 
insurers of section A (which provides an annuity in 
respect of each single contribution by a member) and 
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section B (which provides both a member's and a 
widow's annuity in return for a series of equal annual 
contributions) improved contribution rates having 
effect from July rst, 1963. The rates for section A are 
set out below and the scheme secretaries will provide 
details of the new contribution rates for section B on 
request. ; 

The improved contribution rates are subject to the 
potentially valuable guarantee that a member contri- 
buting a total of at least {50 in aggregate to the two 
sections taken together in any twelve months within 
the period July rst, 1963, to June 30th, 1966, will be 
entitled to make all future contributions to section A 
and all contributions in respect of a new contract or 
contracts under section B in accordance with the new 
scales. 

Section C of the scheme is no longer available to 
new entrants and the terms of section D (which 
provides an annuity computed by reference to the 
value of Investment-Trust-Units) continue unchanged. 


TABLE A-I 


Annual amount of member's annuity commencing on the 
sixty-fifth anniversary of birth per contribution of {roo 


Member’s age (1n years) Annual amount 


next birthday on of annuity 

payment of contribution Males Females 
E. £L s 

21 64 13 55 13 
22 61 18 53 5 
23 59 4 51 o 
24. , 56 13 48 16 
25 54 5 46 14 
26 5I 18 44 13 
27 49 13 ^ — 42 I8 
28 47 II 40 18 
29 45 9 39 3 
30 43 10 37 9 
31 41 I2 35 17 
32 39 17 34 6 
33 38 3 32 16 
34 36 ro 31 8 
35 34 18 30 I1 
36 33 8 28 15 
37 3I 19 27 11 
38 30 12 26 7 
39 29 6 25 4 
40 28 o 24 2 
4I 26 16 23 1 
42 25 I3 .22 2 
43 24 II 21 3 
44 23 10 20 4 
45 22 10 I9 7 
46 21 IO I8 ro 
47 20 II 17 I4 
48 I9 I4 16 19 
49 18 17 I6 4 
SO IS r I5 IO 
St 17 5 14 17 
52 16 ro 14 4 
53 15 16 13 13 
54. I5 2 I3 2 
55 I4 IO 12 12 
56 13 18 I2 2 
57 13 8 II 13 
58 I2 17 II 4 
59 12 8 IO I5 
6o II I9 IO 7 
61 II 9 9 I9 
62 II o 9 II 
63 IO I2 9 4 
64. IO 4 8 17 
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The Council is advised that, apart from the attraction 
of the guarantee of future contribution rates, the new 
scale for section A is competitive with some (but not 
all) rates available outside the scheme, and that the new 
section B rates are better than any comparable scheme 
available elsewhere. As the benefit of the new guarantee 
could prove material in years to come, members are 
recommended to consider the desirability of making, 
by June 30th, 1966, at least the minimum contributions 
necessary to secure the guarantee. (Contributions prior 
to July rst, 1963, will not rank for this purpose.) 

The relative merits of retirement annuities under 
CARBS and endowment assurance with an annuity 
option hinge very largely on the taxation position of 
the individual concerned, both before and after retire- 
ment. The Institute is not in a position to advise mem- 
bers on the kind of cover most appropriate to their 
individual circumstances, and those in need of advice 
should consult insurance brokers or make a direct 
approach to insurance companies. Those wishing to 
contribute to, or seeking further information about, 
CARBS should communicate with the scheme sec- 


retaries Messrs Bacon & Woodrow of 8 Boston Avenue, ~ 


Southend-on-Sea, Essex. (Telephone Southend 44992.) 


Chairmen and Vice-Chairmen of Committees 


The Secretary reported the appointment of the follow- 
ing chairmen and vice-chairmen of comittees for the 
ensuing year; 

Applications 
Chairman, Mr R. McNeil; Vice-Chairman, Mr R, B. Leech. 


Articled Clerks 


Chairman, Mr M. Wheatley Jones; Vice-Chairman, Mr 
'T. A. Hamilton Baynes. 


Consultative Cammittee of Members in Commerce and 
Industry 
Chairman, Mr W. W. Fea; Vice-Chairman, Mr S. Dixon. 


District Societies 


7 


z^ 


ma 


Chairman, Mr C. Croxton-Smith; Vice-Chairman, Mr C. I 


Montgomery Williams. 
Finance 


Chairman, Sir Harcld Gillett; Vice-Chairman, Mr D. A. 
Clarke. 


General Purposes 


Chairman, Mr P. F. Carpenter; Vice-Chairman, Mr P. F. 
Granger. 


Investigation 
Chairman, Mr S. J. Pears; Vice-Chairman, Mr C. Croxton- 
mith 


Library 
Chairman, Mr J. H. Bell; Vice-Chairman, Mr G. G. G. 
Goult. 
Parliamentary and Law 


Chairman, Mr W. E. Parker; Vice-Chairman, Mr R. G. 
Leach. 


Public Relations , 
Chairman, Mr E. K. Wright; Vice-Chairman, Mr E. F. e 
Whinney. M 
P. D. Leake , 
Chairman, Mr W. L. Barrows. Së 


Education and Training 


The various changes arising from the report of the 
Committee on Education and Training, canriot become 
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effective until the amendments to the Supplemental 
Royal Charter have been allowed by Her Majesty in 
Council and the revised bye-laws have been allowed 
by the Privy Council; this process may not be com- 


.4 pleted until September 1963. 


The proposed changes will in some respects affect 
contracts of articles already in force. They will be of 
particular relevance to the many members and pros- 
pective clerks who will now be negotiating to enter 
articles later in the year. The following advance 
information is given for guidance. 


New forms of articles 


From the date on which the proposed bye-laws are 
allowed, revised forms of articles will be introduced. 
A summary of the main revisions which they will 
incorporate is given in the appendix to this statement. 
If articles in the old form are executed after the new 
forms are introduced, it will be a condition of registra- 
tion that the revised requirements be incorporated in 
such a manner as may be required. No action will be 
required in the case of articles signed before the intro- 


—y duction of the new forms but it will be permissible 


to amend them to conform with the revised require- 
‘ments if the parties so desire. 


Effect of changes on articles already executed. 


All articles expressly state that they are subject to the 
provisions of the Royal Charters and the bye-laws for the 
time being in force. Certain of the proposed bye-law 
changes may, if allowed, be of particular interest to the 
parties to articles executed beforehand. They include 
the proposals that 


(a) a clerk may, with the consent of the Council, be 
seconded for up to six months to another mem- 
ber’s practice in the United Kingdom; 

(b) disputes arising from prescribed provisions in 
articles may be referred by any of the parties to a 
panel of the Council for settlement; 

(c) the Articled Clerks Committee may withdraw the 
registration of articles previously registered or 
may impose conditions for their continued regis- 


| tration. 


Consent to take an articled clerk 


One proposed bye-law provides that, before taking his 
first articled clerk, a member shall apply for the consent 
of the Articled Clerks Committee and shall be inter- 
viewed in connection with his application. To remove 
uncertainty pending the allowance of this bye-law 
and to avoid the possibility of embarrassment at a time 
of the year when it is customary to negotiate to take 
articled clerks, the Council announces its intention not 
to implement this provision in any case in which such 
a member executes articles on or before December 
31st, 1963. Any member who contemplates taking his 
first articled clerk after that date may apply for the 
consent of the Articled Clerks Committee at any time 
after the allowance of the bye-laws. 


| Applications under the proposed bye-laws 


“No application should be made in anticipation of the 
Allowance of the proposed changes in the supplemental 
Royal Charter and the bye-laws. Announcements will 
appear in the professional Press and the London Gazette 
when the result of the application for allowance is 
known. A full explanatory booklet will be available when 
allowance of the amendments is formally notified. 
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: APPENDIX 
The Main Changes in Articles of Clerkship 
Compulsory clauses 


Study leave: 

(a) reasonable leave to attend students' society 
activities; 

(b) leave to sit examinations; 

(c) leave of one month immediately before the first 
attempt only at each examination or part of an 
examination. 

(d) further leave at other times of nine weeks over 
the period of the articles. (Note: The intention of 
the Council is to encourage the use of this time 
for attendance at courses of oral tuition where 
suitable courses are available.) 

(e) such other leave as may be agreed between the 
parties. 


Probation: 
Right of the principal on the one hand or the clerk 
(with the covenantor if any) to give notice to the 
other to terminate the contract during the first six 
months of service. 

Disputes: : 
Reference of any dispute arising from any prescribed 
provision in articles to the Council for a decision. 


Optional clause 


Remuneration: 
Payment of the articled clerk during periods of study 
leave. 


Articles and Examinations 


The following applications under various bye-laws 
relating to articles and examinations have been granted 
or refused during the six months ended June 3oth, 1963: 


Granted Refused 
Bye-law 51: Waiver of prescribed pro- 
visions in articles 1 — 
Bye-law 57: Permission to follow another 
business or occupation while under 
articles to the limited extent specified in 
the application I5 I 
Bye-law 58 (c): Permission to spend up 
to six months in an industrial, commer- 
cial or other suitable organization during 


articled service 31 I 
Bye-law 6r: Reduction in service under 
articles I3 I 


Bye-law 63 (a): Exemption from the 

Preliminary examination for former 

regular officers I — 
Bye-law 63 (c): Reduction in service 
under articles for former regular officers 
Bye-law 79: Exemption from the Pre- 
iminary examination by virtue of age 
and experience in a member's office ` 
Bye-law 81: Permission to sit the Inter- 
mediate examination earlier than nor- 
mally eligible : 2 4 
Bye-law 85 (b): Exemption from the 

Intermediate examination 4 7 
Bye-law 86 (a): Permission to sit the 

Final examination, after completion of 

articled service, earlier than normally 

eligible 8 5 


- Registration of Articles 


The Secretary reported the registration of eighty-nine 
articles of clerkship during the last month, the total 
number since January rst, 1963, being 1,298. 
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Admissions to Membership. 


The following were admitted to membership of the 
Institute: 


Aidin, Michael Read, B.A., A.C.A., 41963; 2 Cumberland 
Court, Cumberland Street, London SWi. 

Dunn, Peter Jeremy Russell, A.C.A., a1963; "The Hollies’, 
Clay Lake, Endon, Stoke-on-Trent. 

Sherborne, William Henry John, A.C.A., 41963; c/o The 
Bath Club, Brook Street, London Wr. 

Thompson, David Mark, A.C.A., a1963; 1 Rydal Court, 
The Downs, Wimbledon, London SW 


20. 
Fellowship 


The Council acceded to applications from thirteen 
associates to become fellows under clause 6 of the 
supplemental Royal Charter. 


Members Commencing to Practise 


The Council received notice that the following mem- 
bers had commenced to practise: 


Allardyce; James Brian, A.C.A., 21957; T. & J. L. Tunstall 
& Co, Bewsey Chambers, Bewsey Street, Warrington. 
Archbold, John Thomas Ashurst, A.C.A., 21956; 3A Portland 
Terrace, Jesmond, Newcastle upon Tyne 2. 

Ballantyne, Robert Leigh, A.C.A., a1959; Cook & Co, 87 
Lord Street, Liverpool 2, and at Manchester. 

Beddows, John Lawrence, F.C.A., a1952; 22 Cameron Road, 
Walsall. 

Benson, Neil Winston, A.C.A., 21961; Lewis Golden & Co, 
40 Queen Anne Street, London Wr. 

Briggs, John Hitchen, A.C.A., aS1953; Briggs & Co, 15 
Warwick Row, Coventry. 

Candy, John Philip Dominic, A.C.A., @1957; 19 Selan 
Gardens, Hayes, Middx. e 

Chapman, Lewis Joseph, F.c.a., 41932; Newbery & Co, 
Halit Ziya Bulvari 31, P.O. Box 665, Izmir, Turkey. 

Coggings, Joe, A.C.A., 481956; 6 Crichton Avenue, Chester- 
le-Street, Co Durham. 

Collins, James Weston, A.C.A., a1961; TC I. Baverstock & 
o *Oakome', Ponds Road, Galleywood, Chelmsford, 

Ssex. 

Cooper, Alan, A.C.A., 21962; A. Cooper & Co, 97 Cambridge 
Heath Road, London Ex. 

Culley, Fergus Wilfred, F.C.A., a81951; Greaves & Co, 30 
Castle Street, Carlisle. 

Davis, David Philip, A.C.A., a1954; Raynor Davis & Co, 
Canterbury House, 6 Chaucer Street, Nottingham. 


Dietz, David Charles, A.C.A., a1960; 2 On The Hill, 


Carpenders Park, Watford, Herts, ` 

Duthie, Robert Gerald Benton, M.A., A.C.A., @1963; 
Sitaram & Duthie, 5 Mitchell Close, Warren Road, 
Wilmington, Kent. 

Eagle, Melvyn Nathan, A.C.A., 41963; M. Eagle & Co, 22 
Grove Dwellings, Adelina Grove, London Er. 

Evans, Peter John, A.C.A., 21963; Barclays Bank Chambers, 
Southgate Street, Gloucester. 

Goldberg, Arnold, A.C.A., a1963; Goldberg, Atlas & Co, 
135 Bute Street, Cardiff. 


a Indicates the year of admission to the Institute. 

aS Indicates the year of admission to The Society of 

Incorporated Accountants. 

§ Means ‘incorporated accountant member.’ 

Firms not marked f or * are composed wholly of members 

of the Institute. 

f Against the name of a firm indicates that the firm, though 

not wholly composed of members of the Institute, is com- 

posed wholly of chartered accountants who are members 

of one or another of the three Institutes of chartered 

accountants in Great Britain and Ireland. 

* Against the name of a firm indicates that the firm is not 

wholly composed of members of one or another of the three 

His of chartered accountants in Great Britain and 
reland. 
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Heitman, Michael Frederick, A.C.A., a1954; Blake, Heitman 
& Co, 314. High Street, Orpington, Kent, and at Hayes. 

Hewitson, John David, A.C.A., 21962; ‘Brookside’, High Legh 
Road, Lymm, Cheshire. 

Hill-Cottingham, Brian Edward, a.c.a,, a1g61; *Tiffin, 
Green & Co, 21 New Road, Brentwood, Essex. 

Holley, Kenneth Sidney Leonard, F.c.a., aS1949; 13B 
Barnett Wood Lane, Ashtead, Surrey. 

Hoskin, Spencer, A.C.A., a1960; Edward Mitchell & Son, 
th peer Chesterfield; also at Clay Cross, B, Bargh 


Humble, Geoffrey, F.c.A., @1937; School House, High 
Usworth, Washington, Co Durham. 

Jennings, Peter, A.C.A; aS1955; Clough, Tomblin & Co, 
16 Brook Street, Ilkley, Yorks. 

Ladeveze, Jack Edward, a.c.a., a1956; C. T. Moore & Co, 
Adelaide House, London Bridge, London EC4. 

Marshall, Raymond George Robins, M.B.E., F.C.A., 4591935; 
*Broomfield & Alexander, 181 Dock Street, Newport, 
Mon, and at Blackwood and Pontypool. 

Osborn, Gerald John, B.sc.(ECON.), A.C.A., 41956; Osborn 

` & Co, 58a East Street, Bromley, Kent. 


_ Pitchers, Jack, F.c.A., a1930; 10 Park Place, St James’s 


Street, London SWI. 


Pitkin, Anthony William, A.C.A., a1956; Francis S. Clark & ^ 


Co, 67A Queen Street, Newton Abbot, Devon, and at 
Exeter and Teignmouth, 

Rajpar, Anverali Mohamedali, A.C.A., a1962; Rajpar Davda 

Co, P.O. Box 251, Lindi, Tanganyika; also at London 

and Dar-es-Salaam. . 

Ricket, Peter George, A.C.A., a1961; E. A, Shock & Co, 
67/68 Jermyn Street, London SWi. 

Ridges, Martin John, B.A.(COM.), A.C.A., a1960; Hodgson, 
Morris & Co, Central Buildings, 41 North John Street, 
Liverpool 2. 


Ripley, Owen, A.C.&, @1959; Edward Mitchell & Son, . 


71 Saltergate, Chesterfield; also at Clay Cross, B. Bargh 
& C 


o. 

Ryding, Anthony, A.C.A., 81957; Cole, Dickin & Hills, 
Rhodes House, Northgate, Sleaford, Lincs, and at Bourne 
and Grimsby. - 

Roberts, Kamarulzaman, F.C.A&.,, a1932; P.O. Box 446, 
Kuala Lumpur, Malaya. . 

Schuman, Norman, A.C.A., 21963; N. Schuman & Co, 135 
Fleetwood Road, London NWio. 


Penyrheol, Rumney, Cardiff. 

Sheahan, David Thomas, A.C.A., a1960; D. T. Sheahan & 
Co, 61 Lansdown Close, St John’s, Woking, Surrey. 

Smith, John David, a.c.a., ax96r; 1 Alexandra Drive, 
Aigburth, Liverpool 17. ` 

Summers, Robin, A.C.A., a1965; Summers & Co, 170 King's 
Road, Chelsea, London SW. 

§Thompson, Harold Gregor, a.s.a.a., a1961; *C. J. Ross- 
Spencer, Rule & Co, 606 International House, Loveday 
Street (P.O. Box 10269), Johannesburg, South Africa; 
also at Germiston, *Theo Ross, Ross-Spencer & Co. 

Watt, John, A.C.A., a1961; 12 Tytherington Park Road, 
Macclesfield. 

Webber, Brian John, M.A., A.C.A., ar962; Jones, Avens, 
Worley & Piper, 7 East Pallant, Chichester, Sussex; also 
at Portsmouth, Jones, Avens, Worley & Co. 

Wellsbury, Martin William, a.c.a., a1961; Camp Ravens- 
croft & Co, 4 Tettenhall Road, Wolverhampton, and at 
Birmingham. 

Wilmot, Joseph Michael, A.C.A., a1959; 43 Roker Baths 
Road, Sunderland. : 

Wood, Trevor Stephen, A.C.A., a1953; 15 Walker Avenue, 
Stourbridge, Worcs. 


Woolf, Howard Ernest, A.C.A., 41958; James, Woolf & Cox 


52-53 Margaret Street, London W1, and at New Barnet. 


Re-admission to Membership 


Subject to payment of the amount required by the 
Council, one former member of the Institute was re- 


«7 


. Schwartz, Anthony Alan, A.C.A., a19615 196 Ridgway Road, ei 


į 


- 
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admitted to membership under clause 23 of the supple- 
mental Royal Charter. 


It was reported to the Council that the following re-. 


admission, made at the Council meeting on June sth, 
1963, subject to payment of the amount required, had 
become effective: 


Daroowalla, Nadirshah Ardeshir, F.S.A.4., @S1927; ‘Sun- 
shine’ Churchgate Reclamation, Queen’: s Road, Bombay 


1, India. 
Change of Name 


The Secretary reported that the following inue of 


name has been made in the Institute's records: 
Solomon Mojibola Rafiv Oluwa to Mojibola Oluwa. 


Admission Void 


The Secretary reported that the admission to member- 
ship of the following person had become void under 
bye-law 41: 


Lewis, Edward Grosvenor, M.A., Garden Cottage, Leck- 
hampstead House, near Newbury, Berks. 


Resignations 


The Council accepted the resignation from member- 
ship of the Institute of: 
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Baster, Maurice Evans, F.c.A., a1929; 53 Birdhurst Rise, 
Croydon, Surrey. 
Mercer, John Barry, A.C,4., a1956; 25 Brightwell Ave, 


Westcliff-on-Sea, Essex. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Mr Arthur James Brindley, F.c.a., Leeds. 
»» Robert Carr Charlton, F.c.a., Whitstable. 
„» Charles Thomas Cole, B.sc.(ECON.), F.C.4., Welwyn 
Garden City. 
» George William Cooper, F.c.a., Scarborough. 
» Gershom Willoughby Cecil Davis, O.B.E., F.C.A., 
Winchester. 
» Alexander Graham Doggart, M.A., F.c.A., London. 
» Alan George Elmslie, F.c.a., Huddersfield. 
» Walter James Godfrey, F.c.A., Loughton. 
» Stanley Bernard Green, F.c.a., London. 
„ Samuel Gerald Thomas Holmes, F.c.a., Plymouth. 
» David Hubert Jones, F.C.A., Swansea. 
» Herbert Kidson, F.c.a., London. 
» Harold Percy Lawrence, F.c.a., Bristol. 
» Claudius Frederick Montgomery Powning, F.S.A.A. 
Wadhurst, Sussex. 
» Clifford Wardle, F.c.a., Fleetwood. 
» Francis Cyril Whitehouse, F.c.a., Sutton Coldfield. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the SE appended to the supplemental Royal Charter of December arst, I948, at 
hearings held on May 22nd, 1963. 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a Fellow 
of the Institute had been guilty of acts or defaults 
discreditable to a member of the Institute within the 
meaning of sub-clause (3) of clause 21 of the supple- 
mental Royal Charter in that he signed the accountants' 
certificates required by section 30 of the Solicitors Act, 


71957, relating to the practice of a solicitor for two 


^ 


accounting periods which he knew or which he ought to 
have known were not correct, so as to render himself 
liable to exclusion or suspension from membership of 
the Institute. The Committee found that the formal 
complaint had been proved and ordered that the 
member be reprimanded, but the Committee con- 
sidered that there existed special circumstances justify- 
ing the omission of his name from the publication of 
the Finding and Decision. 





A formal complaint. was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Ronald 
Dayas Just, F.c.A., was at the General Session held in 
the Old Bailey on February 26th, 1963, convicted on 


MEMBERS’ 


The Librarian reports that.among the books and papers 
acquired by the Institute in recent weeks by purchase and 
gifts are the following: 

Accounting in England and Scotland: 1543-1800: double 
entry in exposition and practice; by B. S. Yamey, 
H. C. Edey, F.c.a., and H. W. Thomson. 1963. (Sweet x 
Maxwell, 635.) 


indictment for that he (1) having received £357 16s 
for or on account of a charity fraudulently converted ` 
the same to his own use and benefit; (2) with intent to 
defraud forged the balance sheet of that charity, so as 
to render himself liable to exclusion or suspension from 
membership of the Institute. The Committee found 
that the formal complaint against Ronald Dayas Just, 
F.C.A., had been proved and the Committee ordered 
that Ronald Dayas Just, F.c.a., of 44 Kensington 


.Mansions, 'I'rebovir Road, London SWs, be suspended 


for a period of two years from membership of the 
Institute. 





A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Arthur 
Kendal Ward, r.c.A., was by an Order dated October 
8th, 1962, adjudicated bankrupt, so as to render himself 
liable to exclusion or suspension from membership of 
the Institute. The Committee found that the formal 
complaint against Arthur Kendal Ward, F.c.a., had 
been proved and the Committee ordered that Arthur 
Kendal Ward, r.c.A., of Pickwick Cottage, 4 St Mary's 
Lane, Tewkesbury, Gloucestershire, be excluded from ` 


: membership of the Institute. 


LIBRARY 
Guide to Key British Enterprises: second edition 1963. 
(Dun & Bradstreet). (D. & B., 1755.) 


Introduction to Business Computer Programming; by 
T. W. McRae. 1963. (Gee, presented, 255.) 


The Memoirs of Lord Chandos; by Lord Chandos. 1962. 
(Bodley Head, 36s.) 
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TEACHING ACCOUNTING TO MANAGERS 
LECTURERS’ SEMINAR IN LONDON 


A seminar on the problems of teaching accounting 
to managers was held at the Polytechnic, London, 
on July rst, under the chairmanship of Mr Ronald 
Moon, B.LITT., F.C.A., adviser in finance to the British 
Institute of Management. 

The object in holding the seminar was twofold. 
First, it was hoped that it would provide a forum for 
lecturers in accounting and, perhaps, initiate steps 
towards a greater pooling of ideas within the expanding 
field of management education and, second, it was 
hoped it might indicate to what degree there was 
agreement on the accounting content of management 
courses. 

The seminar opened with a fundamental challenge, 
from an engineer, Mr A. A. Newman, principal of the 
Glacier Metal Institute of Management, who suggested 
that the main problem was the receptivity of the opera- 
tional manager to what the accountant had to say; he 
thought it would be wrong to teach the subject as one 
in its own right. Some firms confused accounting with 
managerial accountability; the manager was given 
authority and responsibility and he was accountable 
to higher management not merely in financial terms, 
but in other terms as well. The accountant's function 
was to assist decisions by providing information, not 
to make the decisions; that was the manager's responsi- 
bility and he would not necessarily take a 'least cost' 
or ‘maximum profit’ decision. 


Traditional Misconceptions 


This theme was taken up from the accountant's 
point of view by Mr E. E. Mitchell, B.sc.(EcoN.), 
F.C.W.A., head of department of management and 
business studies, Wolverhampton and Staffordshire 
College of 'l'echnology. Speaking on the theme of 
“Traditional misconceptions, discrimination and decep- 
tion in decision-making’, he condemned the narrowness 
of accounting techniques, ascribing the blame in part 
to the pursuit of specialism for its own ends. This, he 
said, inhibited the accountant in his approach to the 
numerical techniques such as operational research now 
being used in industry, which were properly his pro- 
vince. The accountant should not confine himself to 
accounting information gathered in conventional ways 
and anyone who did so was contributing to the eventual 
decline of his profession. There was a common mis- 
conception, often fostered by misguided accountants, 
that accounting was an exact science. The idea of 
‘purity’ must go and the accountant must learn to 
Ke in terms of definable error and central tendency 
ata. 

Mr W. C. F. Hartley, A.C.A, A.C.W.A., senior 
lecturer in management studies, Leeds College of 
Commerce, criticized what he called the insulated, 
aloof and out-of-date training of chartered accountants 
and suggested that colleges must teach managers 
finance in such a way that they would be able to 
re-educate their accountants. Managers had to learn 
to value and use the accounting service but should be 
aware of tbe fundamental shortcomings which the 


accountant was sometimes reluctant to admit for fear 
of destroying confidence in the figures he produced. 
The manager must be critical of accounting informa- 
tion and keep the accountant 'on his toes'. 

Discussion on this theme was lively and it soon 
became clear that some members of the seminar 
thought that criticism of accountants had gone too far. 
It was suggested that the accountant was often called 
to act as ‘umpire’ between conflicting interests, such 
as sales and production, within a company and that 
only he could really produce an honest statement of 
the situation. One speaker suggested that it would be 
unwise to throw accounting principles overboard. 'l'hey 
might not be perfect but they were the best tool to 
hand and should be used until there was something 
better to replace them. 


Balance Sheet Approach? 


Having looked at the fundamental question, ‘Why 
teach the manager accounting? the seminar then 
looked at the problem of how to teach him. 

Mr J. Batty, M.COM., A.C.W.A., M.I.O.M., A.M.B.LM., 
head of department of business studies, Harrow 
Technical College, suggested in general, that the 
balance sheet approach to accounting was better for 
the management student and there was much to be 
said for integrating the subject with other management 
subjects. Budgeting and profit planning could be 
included in sales management. Production manage- 
ment could include lectures on planning capacity, 
overhead recovery, the setting of production standards, 
profit planning, cost control, and so on. 

Mr B. M. Coakeley, B.COM., F.C.A., lecturer at the 


City of London College, spoke of the problem of, - 


teaching interpretation of final accounts in short 
courses. He described the difficulties which arise in 
considering published accounts. He was challenged 
on his statement that 'the only equipment adequate for 
an understanding of any set of accounts is a thorough 
steeping in double-entry principles! and there was some 
lively discussion on the amount of time to be devoted 
to the teaching of double entry. One speaker suggested 
that it could be done in half a day or a few hours at the 
most. 

The final session considered the use of case studies 
in accounting course work and two speakers, Mr S. E. 
Bird, a.c.w.a., lecturer at the City of Westminster 
College and Mr R. G. A. Boland, B.A., F.C.A., of Cran- 
field, described the uses they made of case studies. 
Both agreed that given suitable cases the method 
could be highly successful, but Mr Boland stressed 
the difficulties of the method from the tutor's viewpoint. 


He had to organize and direct discussion without , ` 


dampening the interest of students by direct criticis 
of their contributions or by excluding promising s 
of inquiry which he happened not to have foreseen 
himself. The case study was, he felt, a poor way of 
passing information but an excellent way to challenge a 
student. 

Mr Bird described the way in which case studies 
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were prepared in his own college and suggested that 
the criterion of a good case was whether several 
solutions were possible. In fact, any problem to which 
there was one single answer was not a case study. Mr 
Bird also advocated the use of the 'incident process', a 


of information but could obtain more from the group 
leader in answer to specific problems. 

At this stage, the seminar became a pool of ideas and 
it was clear that all the members were eager to glean 
all the information they could about teaching aids and 
methods which other people were using. 'l'here is an 


FOR STUDENTS 


technique in which the student was given a minimum - 
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old story that if you ask a Chinaman to play cards he 
will ask you whether you want to play ‘according to the 
rules’ or with ‘everything you know’ — with every trick 
and artifice at his command. 

Perhaps this was the central problem expressed 
during the seminar. To what extent must the account- 
ant turn away from the rules (not to be confused with 
ethics) and learn to play his role in industry according 
to 'everything he knows'? Is he, at present, failing to 
meet the genuine needs of operational managers; 1s he 
so obsessed by his own rules that he cuts himself off 
from those responsible for management decisions? 


SMALL INCOME AND AGE RELIEFS 
FINANCE BILL PROPOSALS 


"Y 


Small Income Relief 


OR 1963-64, if the statutory income of a claimant 

(whether married or single) does not exceed £450, 
he is entitled to a deduction of two-ninths of the 
income whether or not it is earned, i.e. the small 
income relief takes the place of any earned income 
relief otherwise due. 

If the income exceeds £450 but does not exceed 
£680, the taxpayer can pay (a) tax as if the income were 
exactly £450, plus (b) one-half of the excess over £450. 
Example (1) 

In the particular circumstances illustrated, the 
small income relief will therefore reduce the tax 
liability by £12 (£62 less £50). 

Note: The Finance Bill increases the personal 
allowances to £200 (single) and £320 (married) and 
amends the reduced rates relief to £100 chargeable at 
45, £200 chargeable at 6s. 
wes viously, if the total income exceeds £450 and it 

‘is wholly or almost entirely earned, small income 

reliefi would not be advantageous. 


In practice, small income relief only affects persons 
under 65 years of age; for elderly people it is more 
advantageous, to claim age exemption or age relief. 


Age Exemption 

A single person of 65 years of age or over, at any time 
in the year of assessment, is exempt from income tax 
for 1963-64 if his total income does not exceed £325; 
for a married man the figure is £520 (if either he or 
his wife is at least 65 years old). In each case, if the 
total income exceeds the limit by less than £75, 
marginal relief restricts the tax payable to nine- 
twentieths of the excess. 


Example (2) 

(a) Single person, over 65 years of age, with an income 
of £345. The income tax liability is restricted to 
nine-twentieths of £20— £9. 

(6) Married man over 65, with an income of £560. The 
income tax liability is limited to nine-twentieths of 


£40=£18. 


Example (1) With small Without small 
income relief ` income relief 
£ 
Earned income 180 180 
Unearned income 300 300 
480 480 
Less: margin A" Ut eh 30 
; i . | 450 , , 
Small income relief (two-ninths X450) 100 l p co relief (two-ninths 
X 180 se T 40 
Personal allowance 200 Personal allowance 200 
—- 300 — 240 
£150 {£240 
~~ Chargeable: 
- £iooat4s e - TP 20 0 o {£100 20 o o 
- Y £ásoatós .. - RED Logd 15 O O Á 140 42 0 o 
i 35 0 o 
Half of £30 gp So kA I5 o o 
Tax payable £50 o o £62 o o 
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Example (3) With marginal Without marginal 
age relief age relief 
£ £ 
Earned income 180 180 
Unearned income 780 "80 
060 960 
Less: Mortgage interest (gross) 20 20 
940 940 
Less: Margin 40 
goo 
Less: Age relief (two-ninths x £900) 200 Earned income relief (two-ninths 
Personal allowance 320 X £180) oA F SN 40 
— 520 320 
£380 m = 
390 id 
=a £ 580 
Chargeable: £ sd pe 
£100 at 45 20 o o £ sd 
£200 at6s .. 60 o o £100 20 0 O0 
£80 at 7s od 41 0 o £200 60 o o 
Add: Ge of £40 margin 22 0 0 £280 108 10 o 
£1330 o £188 100 


Age Relief 


_If a taxpayer or his wife is 65 years of age or over ead 
their net statutory total income for 1963-64 does not 
exceed £900 a deduction of two-ninths of the income 
is given as age relief. (Earned income relief cannot be 
given as well). 

If the taxpayer's income exceeds {£900 marginal 
age relief is allowed, under which the liability is 
limited to (a) the amount of tax payable on exactly 
£900 plus (b) eleven-twentieths of the amount by 
. which the income exceeds £900. 

In the circumstances set out, marginal age relief 
therefore reduces the tax liability by £5 5 ro (£188 10s 
less £133). ` 

Incidentally, if life assurance relief were due and 
the allowable premium had to be restricted to one- 
sixth of the total income, it is understood that even 
if marginal age relief applied the relief would be 
given on two-fifths of £o (not £999). 

In deciding whether small income relief, age relief 
or marginal age exemption is advantageous in any 
particular case one must, of course, have regard to any 


Example (4) 


Total income . 
Less: Age relief (two-ninths) 
Personal allowance 


Chargeable at 4s 
Nine-twentieths of £36 


JOHN FOORD 
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other personal reliefs due (e.g. housekeeper allowance, 
life assurance relief, etc). If for instance in Example (2) 
(b) (on p. 57) the elderly married man had an unearned 
income of £560 and was entitled to child allowance 
£165 (the new rate for a child over 16) in addition to 
the married personal allowance of £320, he could rely 
on those allowances and pay tax at 4s on the balance 
of £75 (Le. £15) rather than claim marginal age 
exemption and pay £18. ` 

Also, it.is an odd feature of the marginal age 
exemption that for a single person with no other 
allowances it pays to claim age relief rather than 
Vu cM age exemption once the income exceeds 

460. 

This anomaly has existed for some years. One must 
not assume, therefore, that marginal age exemption 
for a single person will be the mere beneficial relief on 


Pd 


D 
Besch, Beleg 


5^ 


incomes’ right up to the statutory limit of Zoo" x. 


(5325-575). 

Similarly, for a married man with no other reliefs 
than the personal allowance, it pays for 1963-64 to 
claim marginal age exemption only on an income 
up to and including £590; on £591 and upwards it 
pays to claim age relief instead. 





With marginal With age 
age exemption id 
361 361 
BI 
200 
— . 281 
£80 = f, 16 o o 
£16 4 o 
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Notes and Notices 


PROFESSIONAL NOTICES 


Mr NORMAN ARCHIBALD COX, F.C.A., announces that 
he has taken Mr STANLEY JAMES ASHBY, A.C.A., into 
partnership as from July rst, 1963. The name of the 
firm will be Norman Cox & ASHBY. 


Messrs MAIDMENT, PENNEY, Quick & Co, Chartered 
Accountants, announce that Mr J. P. SUMMERS, A.C.A., 
has been admitted as a partner as from July rst, 1963. 


Messrs G. & J. McBain, Chartered Accountants, of 
rr Golden Square, Aberdeen, announce that as from 
July rst, 1963, Mr ALAN GORDON McBain, C.A., has 
been admitted to partnership. 


Messrs PANNELL, FITZPATRICK, GRAHAM & 
CREWDSON of Manchester, Macclesfield and Chapel- 
en-le-Frith, announce that, as from July rst, 1963, 
. they have combined their practice with that of Messrs 
— HARVEY LoNGRIGG & CRICKETT. Mr FRANK BROADIE, 
F.C.A., of that firm, will be a partner in the combined 
firm. For the time being part of the practice will 
continue to be carried on in the name of Harvey 
Loncricc & CRICKETT, the partners in which firm 
wil be Mr F. BROADIE, F.c.a., and Mr G. MURPHY, 
B.A.(COM.), F.c.A. Both firms have moved to a new 
address at 30 Pall Mall, Manchester 2. 


Messrs W. E. & H. R. STACEY, Chartered Account- 
ants, of 10-12 James Street, Liverpool 2, announce 
that Mr R. W. HARRINGTON, A.C.A., who has held a 
senior position on their staff for some years, has been 
admitted to partnership as from July rst, 1963. He will 
be in attendance at the Liverpool office. ‘The SR of 
the firm will remain unchanged. 


Mr Frep H. STERRY, F.C.A., practising as F, H. 
TERRY & Co, at 68 Park View, Whitley Bay, announces 
that Mr Joun HOoLLERIN, A.C.A., has been taken into 

ership as from July rst, 1963. There will be, for 
SE being, no change in the Ru s name nor in the 
address 


Messrs THORNTON BAKER & Co and WHITFIELD & 
Co, Chartered Accountants, of Leeds, announce, with 
great regret, that Mr Cecit L. DAVIES, F.c.a., who has 
been a partner in the firm for over thirty-four years, 
has, for reasons of health, retired on June 30th, 1963. 


Messrs W. Lacon 'T'HRELFORD & Co announce that 
as from July 1st, 1963, they have taken into partnership 
Mr B. W. MEPHAM, A.C.A., who has been a member of 
their staff for some time. The practice will continue to 
be carried on under the style of W. LACON THRELFORD 
& Co, Chartered Accountants, at their present address. 

Messrs E. J. Wit. tLiAMS & Co, of 10-12 James Street, 
Liverpool 2, announce that Mr R. W. HARRINGTON, 
A.C.A., has been admitted to partnership. 


MOTOR-——FIRE-——CONSEQUENTIAL LOSS 


CAR & GENERAL 


83 PALL MALL, 


~ Messrs WAUGH, EES RicBY & Co, Chartered 
Accountants, of 34 Castle Street, Hereford, announce 
that as from. July rst, 1963, Mr E. J. “HAYES, A.C.A., 
A.T.I.I., who served his articles in the firm has been 
admitted into partnership. 


Appointments 


Mr C. H Angell, pa, F.A, has joined the 
executive board of the Steel Tube Division of Tube 
Investments Ltd, as financial director. 


Mr R. A. Chermside, F.c.A., has joined the board of 
Andersons’ Rubber Co Ltd. 


Mr J. R. H. Fawkes-Underwood, F.C.A., secretary 
to the Johnsen & Jorgensen group of companies, has 
been appointed a director of two of the companies of 
the group. 


Mr D. A. Ferguson, M.A., A.C.A., has been appointed 
assistant chief accountant of the Bank of London & 
South America Ltd. 


Mr George W. Flint, C.A., A.C.W.A., a director of 
Beralt Tin & Wolfram Ltd and Beralt Tin & 
Wolfram (Sales) Ltd has been elected chairman of the 
companies. 


Mr P. D. Irons, B.COM., F.C.A., financial controller of 
William Baird & Co Ltd, has been appointed a director 
of the company. 


Mr C. D. Jackson, F.c.a., has been appointed chief 
accountant of United Dominions Trust Ltd. 


Mr John Raymond Johnstone, B.A.(CANTAB.), C.A., 
has been appointed an additional director of Shipping 
and Industrial Trust Ltd. 


Mr D. W. Kent, B.A., F.C.A., has been co-opted to the 
board of Textile Machinery Makers Ltd; he will 
continue to be managing director of Howard & 
Bullough Ltd. 


Mr Allan Lamont, C.A., F.C.W.A., J.P., has been ap- 
pointed a director of Westclox Ltd. 


IN PARLIAMENT 
Jenkins Report 


Mr G. Tuomas asked the President of the Board of 
‘Trade whether he will now take steps to implement that 
part of the Jenkins Report recommending that ship- 
owners be required to divulge their profits. 

Mr ErroLL: I am considering this recommendation 
in consultation with my right hon. friend the Minister 
of Transport. I am not yet in a position to make a 
statement. 


Hansard, July 2nd, 1963. Written Answers, col. 25. 
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INLAND REVENUE 
Relief from Double Death Duties: France 


The convention with France for the avoidance of 
double taxation with respect to duties on the estates of 
deceased persons which was signed on June 21st was 
published on July 4th as a schedule to a draft Order 
in Council. 


The Special Commissioners of Income Tax 


Mr Robert Audley Furtado has been appointed 
Presiding Special Commissioner of Income Tax with 
effect from September 2nd, 1965, in succession to Sir 
Basil Todd-Jones who is retiring. 


COST ACCOUNTANTS' LUNCHEON 


The President of The Institute of Cost and Works 
Accountants, Mr C. Eric Power, F.C.A., F.C.W.A., gave 
a luncheon party yesterday (Friday) at the Midland 
Hotel, Bradford. Those present were: 

Mr Robert W. Asquith, M.r.P.E., chairman and joint 
managing director, Wm Asquith Ltd, Halifax; Mr D. 
Barnes, F.C.A., F.C.W.A, ; Mr A. Burgess, A.C.W.A.; Mr James 
W. Butler, chairman and joint managing director, "The Butler 
Machine Tool Co Ltd, Halifas; Mr E. Emmerson, F.C.A., 
F.C.W.A.; Mr J. Fattorini, M.B.E., T.D., J.P., managing director, 
Empire Stores (Bradford) Ltd, Br adford: Mr J. L. Hepworth, 
B.SC.(ENG.), M.I.MECH.E., chairman and managing director, 
Hepworth & Grandage Ltd, Bradford; Mr F. M. W. Hird, 
F.C.A., F.C. W.A.; Mr F. T. Sobey, O.B.E., M.C., chairman, The 
Wool Textile Delegation, Bradford; Mr "Arthur B. Thoseby, 
F.C.A., chairman, West Riding Worsted & Woollen Mills 
Lid, Bradford; Mr Derek du Pré, Secretary of the Institute. 


UNION OF CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETIES 


Members of students’ societies are reminded that all 
students’ societies welcome to their meetings members 
of other societies who are temporarily in their area. 

There is also an arrangement for transfer of member- 
ship without additional fee for members who perma- 
nently change their district. The interchange should be 
carried out through the secretaries of the societies 
concerned. Students’ societies hold meetings in the 
following towns: 


Bedford, Birmingham, Blackpool, Bolton, Bournemouth, 
Bradford, Brighton, Bristol, Cambridge, Canterbury, 
Cardiff, Carlisle, Chester, Colchester, Coventry, Darling- 
ton, Derby, Dorchester, Eastbourne, Ewell, Exeter, 
Grimsby, Guildford, Halifax, Hastings, Hereford, Hudders- 
field, Hull, Ilford, Ipswich, Kettering, Leeds, Leicester, 
Lincoln, Liverpool, London, Luton, Maidstone, Man- 
chester, Margate, Middlesbrough, Newcastle upon Tyne, 
Newport (I.W.), Northampton, Norwich, Nottingham, 
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Oxford, Peterborough, Plymouth, Portsmouth, Preston, 
Reading, Redhill, Scunthorpe, Sheffield, Shrewsbury, 
Sittingbourne, Southampton, Southend, Stockton-on-Tees, 
Stoke-on-Trent, Sunderland, Swansea, ‘Taunton, Torquay, 
Truro, Tunbridge Wells, West Hartlepool, Wolverhampton, 
Worcester, York. 


GOLF 


Association of Scottish Chartered Accountants in 
London 


The annual golf competitions for 1963 of the Associa- 
tion of Scottish Chartered Accountants in London 
were held at The Royal Wimbledon Golf Club on 
July 2nd. A little rain fell in the early afternoon, but 
apart from that conditions were good with some 
excellent scoring. The results were as follows: 


Stroke Competition (under handicap) for Past President's 
Challenge Cup. 


S. Stevenson, Jun. (Winner) ` 77—10—675 
C. Greaves and W. F. Eva tied for second 
place with scores respectively of 74— 6-68 


and 84—16—68 - 
Mr Greaves was adjudged runner-up by virtue of the 
results over the last nine holes. 


Stroke Competition (handicaps of 12 and over) for J. Ivan 
icr Challenge Cup: 


W. F. Eva (Winner) 84—16—68 
J. B. Richardson (Runner-up) . 86 —16— 70 
Bogey Challenge Cup: 
Stevenson, Jun. (Winner) 7 up 
R. K. Graham (Runner-up) 4 up 


Prize for Best Gross Score in Stroke Competitions 
C. Greaves SC - ie - 74. 


Prize for Best Net Score Tort the Last Nine Holes: 
D. ‘Whittaker 2 41— 7-34 


Inter-Office Competition for the is Mann Challenge Cup: 
This cup is awarded according to the best net score 
returned in the stroke competition by a nominated pa 
from a professional office; employees who are not memba 
of the Association are eligible to play. 


Messrs McClelland Moores & Co So inners) 


S. Stevenson, Jun. 67 net 
D. A. Whittaker 73 net 
140 


Messrs Brown, Fleming & Murray (Runners-up) 
R. K. Graham e vs 74 net 
R. Hyem 76 net 

150 


Se E 


The cups and prizes were presented to the winners 
by Mr A. D. Knox; Captain for the year. 
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Finance Company Accounts 


CONTENTS sk Protection of Depositors Bill received the Royal 
Assent on July 11th and almost simultaneously the Board 
of Trade published draft regulations under section 13 of 

the Act concerning the contents of accounts. If approved by 

Parliament they will come into force on October roth. Regulations 

covering advertisements for deposits have yet to be announced. 

The Protection of Depositors (Accounts) Regulations, 1963 
(H.M.S.O. 1s 3d net) are of an extremely detailed nature 
covering some thirteen pages. In the first place they provide that 
the accounting provisions of the Companies Act, 1948, are to 
apply, with certain minor modifications, to the accounts to be 
delivered under the new Act. However, the real meat of the new 
regulations is contained in Part I of Schedule 2, which sets out the 
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by C. A. Herring, B.Sc. 
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Back Duty Culpabilit E 8 : . ap 
Penales and Settlements =T additional information which all companies delivering these 
by P. A. Smith, A.C.A. 69 accounts must give. 
The company must show the total deposits held by it, and 
` Weekly Notes analyse this figure into four categories; those payable within a 
C.L.R.P. Epilogue — P. D. month, tliree months, one year, and more than one year, with the 
Leake Research Fellowship — : ys P A 


Plans for Employers’ Union — 
No Profit on Exercise of Pur- 
chase Option ~ Tax Relief 
on Export Profits? — The 
Institute's Summer Course at 


number of depositors in each category. If in any category there 
are depositors with more than 10 per cent of the deposits in that 
category, the number of such depositors must be shown. Interest 
on deposits is to be shown in the profit and loss account. 


TT Oxford — E.E.C. Links with : The regulations require a great deal of information about 
} Britain — Note Issue Changes instalment credit agreements’ which they define as: 
| ~ Exodus of Scientists 73 (1) hire-purchase agreements; (ii) credit-sale agreements under 
' which the price is payable by instalments; and (iii) loan 
This is My Life... agreements under which the loan is repayable by instalments 
SE SUR at intérvals not exceeding three months. 
: Income receivable under instalment credit agreements must appear 
Finance and Commerce 
separately, unless it is income under agreements which the 
The Rugby Portland Cement : bra 
Co Ltd — City Notes — Rates company has assigned away and which it does not show as assets. 
and Prices 76 If future income is brought into the profit and loss account, 
. the method of calculation must be shown. Income from new 
Taxation Cases 2 dam : 
agreements (i.e. those within the last six months) must appear 
C.LR. v. Donaldson's Trust- l d st b desed b eli ind tal 
ees — Staffordshire Egg Pro- separate y and must be analysed between ve icles, 1n ustri 
ducers Ltd v. Spencer - equipment, household goods, and other goods, in the case of 
i Brown (Burnett’and Reid) v. hire-purchase and credit sale agreements. If the company has 
J^. Ee SS assigned rights under an instalment credit agreement and has 
: liabilities arising out of the transaction, they must be stated. In 
Correspondence 81 Nn : R ‘ 
addition detailed information has to appear about loans granted 
New Office Equipment 84 by the company, debts owing to it, investments in associated 
companies, and goods of the company which are subject to 
Notes and Notices 86 straight hiring agreements. 
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Documentary Credit Revolution 


houses entered upon a new era in their 

handling of documentary credits on 
behalf of their customers, for from that date they 
have recognized the uniform rules agreed upon 
by the International Chamber of Commerce. 
How much of a revolution in banking practice 
and how much of a triumph of international 
co-operation this development represents can 
be fully appreciated only by that small minority 
of the financial and commercial community 
familiar with the thirty-vear-old debate on the 
matter. 

It was as long ago as 1933 that international 
agreement on a uniform practice of documentary 
credit handling was first achieved — with the 
British and Commonwealth banks standing 
aloof. From that year onwards dispute has rum- 
bled on, the co-operating countries pointing to a 
steadily lengthening record of success in co- 
operation, and British specialists asserting, from 
their admittedly formidable experience of the 
subject, that it was impossible to write out in a 
code the infinitely variable practice called for in 
dealing with this tool of international trade; 
asserting too that the code, as it stood, differed 
in so many respects from the practice long 
established in London as to make it impossible 
for them to accede to it. When international 
bankers forgathered the debate flared up; in the 
day-to-day work of the banks and acceptance 
houses difficulties stemming from the difference 
in approach between Britain and so many of her 
overseas customers were dealt with as they arose. 

Two years ago the whole picture began to 
change. United Kingdom bankers saw developing 
throughout the world a whole new group of 
trading — and banking — communities in which, 
in the nature of things, banking expertise would 
take some years to develop. Even if it were still 
argued that old-established banking systems were 
better off without a code, there was increasing 
point in providing a code that would help the 
emergent nations — and, of course, help also the 
older countries in their dealings with them. On 
the other side of the fence the countries that had 


C» July ist, British banks and acceptance 


operated their code happily for so long valued an 
extension of uniformity so highly as to be more 
willing than they had ever been to consider 
radical revision. The new Uniform Customs and 
Practice for Documentary Credits! is, by almost 
any reckoning, a better one than its predecessor. 
Not all compromises are as sound as this one, in 
which both sides have made concessions, but, as 
one is given to understand, neither has had to 
accept the completely unacceptable. It incor- 
porates the better features of “London practice’; 
it is for the most part dear and unambiguous; 


— Dina 


it has no ‘commentary’, nor seems to need one.’ 


Here and abroad some of the experts have found 


. points to criticize in it; it has been said in Britain, 


for example, that it is not sufficiently detailed and 
Jacks precision on some important matters. But 
by and large nearly everyone is pleased that 
agreement has been reached, so amicably and in 
the last straight so quickly. 

The forty-six articles of the document are, 
of course, required reading for those whose 
business brings them often into touch with 
documentary credits; here it may be said that 
inevitably there are a number of points upon 


which future practice in the United Kingdom. y 


will differ from that followed until last month. 
"Ihis credit is subject to Uniform Customs and 
Practice' will mean for some time that the banker, 
and to some extent his customer too, must think 
twice; where the new code differs from the 
British traditional practice, contracting out will 
be necessary to retain whatever protection or 
benefit the earlier practice conferred in particular 
circumstances. Thus, for single example, it is 
possible under the new code for the beneficiary 
of a credit in certain circumstances to extend the 


original expiry date of a credit unilaterally. But no . 


serious difficulties are to be expected, and although 


this code, like all the codes the wit of man has `` 
ever been able to devise, will itself be the occasion RK 
of disputes, the everyday work of international \_ 


banking will in the long-term be substantially 
eased, 


1 International Chamber of Commerce Document No. 


470/111, November 1962. 
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Memoirs of George O. May 


HE popular image of an accountant being 

that of a man of figures rather than of 

letters, his memoirs — if ever he gets round 
to writing them — might reasonably be expected 
to read like a book of logarithm tables. In fact, 
the few members of the profession who have so 
far attempted autobiographies have in the main 
disclosed a pleasing verbal facility. To this select 
band can now be added the name of GEORGE O. 
May who died full of years and honours in 
1961. À volume of his miscellaneous writings has 
just been published and deserve to be remembered 
both for the modesty of the author's account of 
his own remarkable career and for the penetrating 
insight of his comments on professional matters. 


GEORGE OLIVER May was born at Teignmouth 


in 1875 and an aptitude for mathematics led him, 
by way of Blundell’s School, to the office of 
THOMAS ANDREW, an Exeter chartered account- 
ant. He qualified in 1896, being first in the Final 
examination, and was admitted a member of The 
Institute of Chartered Accountants in England 
and Wales early in the following year. He soon 
gravitated to London and was. engaged by Price 
Waterhouse & Co, the first firm on the list of 
prospective employers which a friend had com- 


~~ piled for him, at a salary of {120 per annum. 


Within two hours of reporting for duty on a 
February morning in 1897, he was on his way to 
assist at an investigation some thirty miles out of 
London. He was left to complete the job on his 
own, made a success of it and subsequent 
assignments, and in July was asked if he would 
like a transfer to the New York office of the firm at 
a salary of £400. He went, came back to England 
to marry on New Year's Day 1902 and returned 
again: to New. York to take up a partnership. He 
later became a naturalized U.S. citizen, and, in 
1911, he succeeded his friend and colleague, the 
celebrated ARTHUR Lowes DICKINSON, as senior 
partner, an horiour which he held until 1940. 
Within the framework of this full career, Mr 


/ May worked constantly and with conspicuous 


success to raise the level of the profession in his 
adopted country. In his own view, his most sub- 


! Memoirs and Accounting Thought of George O. May. (The 
Ronald Press Company, New pese Price $10. 


stantial contribution to this end was the lead he 
gave in discussions and correspondence with the 
New York Stock Exchange the outcome of which 
was, in 1932, the first authoritative approach to 
‘generally accepted accounting principles’ in 
company accounts. Later he was primarily 
responsible for persuading the newly-formed 
Securities and Exchange Commission to accept 
the accountancy profession, through the medium 
of what is now the American Institute of Certified 
Public Accountants, as the definitive authority on 
matters of accounting principles rather than the 
Federal Government. He also published two 
major works — Twenty-five Years of Accounting 
Responsibility (in 1936) and Financial Accounting 
(in 1944) and was instrumental in forming a study 
group consisting of accountants, econornists, 
lawyers and business men which published in 
1952 a notable report entitled Changing Concepts 
of Business Income. 'The analytical review of that 
outstanding survey which appeared in these 
columns on March ist, 1952, is reproduced at 
the end of the chapter dealing with this phase of 
Mr May’s many activities. That he himself 
attached great importance to the project is 
evident from his own reference to the group's 
report as 'a stage in a programme that I have 
contemplated for the last quarter of a century’. 
The editor of this memorial volume, Mr PAUL 


-Grapy, has had the happy idea of compiling, in 


the final chapter, a number of aphorisms taken 
from Mr May’s writings. One runs: 

‘In the long run, the willingness of an accountant ` 
to do what he conceives to be his duty to the 
unknown investor, even if by so doing he alienates 
a client and suffers a present loss of business, brings 
a rich reward both in self-respect and in a pro- 
fessional reputation which, in turn, brings a 
pecuniary benefit.’ 

This might have been written expressly for the 
times, and it illustrates the vision and integrity of 
one of whom it was said on his death that he 
'exemplified the emergence of the professional 
accountant from the position of technician 
recording past history to recognition as an 
indispensable expert in the economy of the free 
world'. No pioneer of the profession could wish 
for a finer epitaph. 
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. Incentives to Employees 


by C. A. HERRING, B.SC.(ECON.), F.C.W.A., M.INST.T. 


S this conference! is concerned with the prob- 
lem of raising productivity, especially during 
, AA.National Productivity Year, I shall examine 
the merits of various forms of incentive against this 
background. i 
"To me the term employee includes everyone who 
is employed by a company; from top executives to the 
most junior person who has just joined the firm from 
school but, as Mr Hilton in his paper "Incentives to 
management'? has covered management grades, my 
comments will bé mainly concerned with employees 


engaged on hourly or weekly contracts; although ` 


there is, of course, no firm line dividing those on 
weeklv and monthly contracts. 

'The term incentive implies to most people some- 
thing that will make an employee work harder. It 
leaves unanswered the question ‘Harder than what?'. 
Some writers have suggested that the term implies 
harder than the employees would normally work, or 
to be more precise at a pace that is higher than the 
natural pace of the employee. I think most managers 
would agree that in practice a pace above a person’s 
natural pace is unlikely to be maintained for more than 
short periods, so that incentives designed to achieve 
this are unlikely to be successful. 

If incentives cannot raise the pace of a worker 
above his natural pace why are they considered? To 
this question most managers would answer that with- 
out incentives men would work at less than their 
natural pace. ‘This in turn implies that there is some 
other pace below the natural one at which a man will 
prefer to work. In practice I think that where there 
is no incentive and no pressure a man’s natural pace 
may slacken a little but it is much more likely that his 
output will suffer because he actually stops work 
from time to time. 

At tais point we are entering a field which is more 
the province of the psychologist, as the factors that 
make 2 man work or stop work are many and varied. 
There is a tendency to assume that what is right for 
one man is necessarily so for all others but there is no 
evidence to support this assumption. 

Recently published statistics show that over 40 per 
cent of hospital beds in Britain are for psychiatric 
cases end that rather more than 5 per cent of the 
population spend some of their life in a mental 
hospital. It is fair to assume that an even larger per- 
centage of the population is somewhere on the fringe 
of psychiatric troubles and a still larger percentage 
suffers from periodic emotional upset. I recently saw 
a reference to a New York psychiatrist’s study of 


l'The 34th National Cost Conference of The Institute of 
Cost and Works Accountants, at which this paper was 
presented on May 17th. 

2 Reproduced in The Accountant of July 6th and 13th, 1963. 


residents of Manhattan in which he found only 18-5 
per cent free enough of emotional symptoms to be 
considered well. Other surveys have revealed very 
similar conclusions, but without knowing more of the 
nature of the samples taken or of the level of emotional 
disturbance involved it is impossible to draw con- 
clusions from such facts. However, there is sufficient 
evidence to show that on average there must be a fair 
amount of emotional trouble in the ranks of manage- 
ment, supervision, office and shop-floor workers. 

It is against this somewhat frightening background 
that we have to consider all attempts to improve 
productivity. 


Direct Financial Incentives — 
Workshop Direct Labour 


The introduction of financial incentives has its origin 
in the general philosophy of a free enterprise society. 
The entrepreneur has always been a major figure in 
such a society and his earnings have fluctuated widely 
with the success or failure of his enterprise. The intro- 
duction of incentives has been seen by many people 
as a means of making the individual worker an 
entrepreneur. 

Most large organizations have the majority of their 
employees on a time contract under which they clock 
in on arrival and clock out when they leave. Employer 
and employee have the feeling that they are buying 
or selling time and they battle over the length of the 
working week, The employer having bought the 
employee’s time feels that there is a need to encourage 
the employee to spend his time in the most productive 
manner. He, not unnaturally, thinks in terms of 
financial incentives or, as I have described it else- 


where, a carrot for the donkey because taking a stick 


to a donkey is simply not done in 1963. 
Payment by results can take many forms, ranging 
from straight piece rates to bonus schemes under 
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which the bonus represents only a small fraction of an 
employee’s take home pay. In practice today direct 
or premium bonus schemes are the most popular and 
a typical take home pay would be £16, with basic pay 
£10, bonus £4, and overtime, shift pay, ete., £2. I shall 
not attempt to describe these schemes as this has 
been done many times and could certainly not be 
done satisfactorily within the space of this paper. 


Advantages e 

The principal advantage claimed by advocates of 
bonus schemes is an increase in output per employee. 
This of course brings with it a saving in fixed pro- 
duction overhead per unit of output. This claim of 
increased productivity is very widespread and there 
is plenty of evidence of a 'before and after! kind; 
but there is very little evidence to show how much 
of the gain comes from increased and improved 
planning and technical equipment associated with the 
introduction of the bonus and how much comes from 
the incentive attributable to the bonus itself. 

The introduction of a bonus scheme also provides 
accurate information on waiting time. A man will 
clock off a job card as soon as possible and if no other 
job is available will go on to waiting time. Without a 
bonus scheme he may tend to hang on to one job 
until another is ready. Accurate waiting time records 
can help management to plan for the elimination or 
reduction of waiting time. 

It is often claimed that bonus schemes reduce the 
amount of supervision needed as men will stick to 
the job in order to maintain their take home pay. 
Unfortunately the reduction in supervision may be 
not only in quantity but also in quality, thus reducing 
the value of a most important link in the management 
chain. The saving in supervision is, of course, also 
offset by the need for ratefixers and inspectors. 


Disadvantages 

Not every job in the works lends itself to measure- 
ment in such a way that a bonus can be paid and this 
leads to payments to many others which contain no 
incentive element but are paid to maintain differ- 
entials or at least to keep them from narrowing too 
much. When to this cost is added the additional bill 
for ratefixers and inspectors the total cost is 
considerable. 

Much time wil be spent by management on 
resolving disputes over job times and, to avoid too 
many disputes going up to the higher ranks of 
management, ratefixers and junior supervisors will 
let the men 'get away' with some times that they 
think are a bit too generous. This tends to build up 
and, over the years, times tend to drift so that the 
percentage bonus rises. If management, finding that 
some times are out of hand, attempts to recover the 
situation there is danger of a serious conflict between 
the men on the shop floor and top management. In 
this situation the ratefixers and junior supervisors 
are uncertain where they stand as they have allowed 
the times to drift and cannot logically side with top 
fnanagement against the men. Emotions are roused 
on all sides and unreasonable attitudes are taken up 
by all parties. A situation that can lead to long and 
expensive conflicts. 


Payment by results is clearly unsuitable for some 
production units, particularly the growing number of 
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factories in which output is controlled by the rate of 
movement of a production line or by a machine. 
Similarly in process plants the employee can have 
little direct effect on the level of production. In such 
cases to pay men by results could achieve nothing as 
the men are unable to increase output. If output falls 
it is likely to be for causes other than failure on the 
men's part and they will be disgruntled if their pay 
is cut. 

The balance of advantage and disadvantage is one 
that must be judged by the managements of indivi- 
dual firms. In the past twenty-five years it seems that 
decisions have been in favour of increasing payment 
by results. The Ministry of Labour published, in 
September 1961, the results of an inquiry into this 
subject. This showed that the percentage of wage- 
earners paid under systems of payment by results had 
increased considerably over a twenty-two and a half 
year period. 


The Percentage of all Wage Earners Paid Under 
Systems of Payment by Results 


Men Youths Women Girls Allworkers 
All Industries % % % A bé 
1961 April .. 30 22 44 44 33 
1947 October .. 24 20 39 35 28 
1938 October .. 18 21 46 27 25 


All Manufacturing Industries 
1961 April 4. 47 45 42 

Besides showing a marked increase in the per- 
centage of workers covered by payment by results 
schemes the figures show that in manufacturing 
industry no less than 42 per cent of all workers were 
covered by such schemes in 1961. This despite the 
fact that bonus schemes are unsuitable where work 
is controlled by production line, machine or process 
plant. It would seem that the scope for the extension 
of bonus schemes for the factories of this country is 
now somewhat limited. 


Direct Financial Incentives - Office and Indirect 
Labour 


Since the last war mechanization in the factory has 
increased rapidly and more attention has been given 
to production planning and progress work. This has 
reduced the number of direct workers and increased 
the number of indirect and office workers. Although 
the Ministry of Labour publishes extensive statistics 
of employment by industry it seems that the only 
statistics showing the proportions of direct labour to 
indirect and office workers are those for manufactur- 
ing industry. These show that in October 1962, 
administrative, technical and clerical staff represented 
about 23 per cent of the total employees in manufac- 
turing industry. This figure, however, excludes 
inspectors and others who would be regarded as 
indirect workers. The comparable figure for 1948 was 
16 per cent. 

The trend of an increase in indirect and office staff 
is apparent almost everywhere. This being so it is fair 


1 Ministry of Labour Gazette, September 1961. 
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to assume that more effort is needed in the future to 
increase productivity among these employees. 

‘The basic requirement of schemes of payment by 
results in the factory is accurate measurement of the 
time required to do a job and of time actually taken 
to do it. Work study experts claim that they can 
measure the work of many indirect workers with 
sufficient accuracy to make a bonus, expressed as a 
percentage of basic pay, a possibility. In cases where 
production workers are on a payment by results 
Scheme the measurement of indirect work and pay- 
ment of bonuses may be justified because, as I have 
said earlier, in order to preserve differentials some 
form of payment has to be made to indirect workers. 
If this payment to indirect workers can be on a basis 
not dissimilar to that used for production workers so 
much the better. - 

Even the most optimistic work study man will 
admit that some indirect jobs which are not tied to 
production (e.g. a messenger) cannot be subjected to 
work measurement. If such people are working in the 
production unit some form of lieu bonus may be paid. 
This has no incentive element and is merely a means 
of maintaining the earnings of these people in a 
reasonable relationship with their colleagues on 
production. 

Work measurement in the office has been under- 
taken in a very small range of jobs and bonuses have 
been paid. The main bulk of clerical operations haye, 
however, never been the subject of work study either 
with or without'financial incentives. If statistics of 
payment by results, such as those produced for wage- 
earners, were prepared for office workers they would 


‘show that an infinitesimal proportion have a payment ` 


-by results scheme. Even where such schemes exist 
they are mainly of the group bonus type. They have 
more in common with the Je bonus of the indirect 
"Worker than with the production worker’s-individual 
bonus. 

In my view incentive schemes will not develop in 
the office despite the need for increased efficiency in 
this area. The best way of raising the efficiency of 
offices is probably through systems study and the use 
of operational research techniques. 

The objective should be the elimination of unneces- 
sary routines as well as the simplification of those that 
are necessary. The scope for improvement of office 

routines is so great that time spent on this work could 
be more productive than time spent on improving 
factory routines. In many firms factory planning has 
been undertaken for many vears but the office has 
been allowed to grow like "l'opsy'. The problem is 
not one of incentives but of systems study. 

It would be unfair to conclude this section without 
a reference to salesmen, who are usually regarded as 
indirect or overhead workers. This attitude to sales- 
Inen arises from concentration on production prob- 
lems and factory efficiency. Ín fact, looked at from 
the marketing side of the business, the salesman is 


often very much direct labour and his efforts can be - 


rewarded by commission on sales. 
* 
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Before introducing such a system, however, 
thought should be given to these questions. How 
direct is the salesmen’s influence on the level of sales? 
What proportion of his total income should be in the 
form of commission? What effect will this have on the 
salesman? What effect will it have on the customer? 
A salesman who is too dependent on commission may 
offend customers by overselling and become a bad 
salesman by being over anxious about the effect of his 
efforts on his income. There is no doubt that this is a 
field in which the entrepreneurial instinct has some 
scope to operate and where this is so it is logical to 
introduce some form of payment by results. Con- 
versely there are salesmen who have little direct 
influence on sales and for them a commission would 
have little or no value. 


Indirect Financial Incentives 


In his paper Mr Hilton has devoted much space to 
profit-sharing and share purchase schemes. Similar 
schemes are applied by some companies to employees 
not within the ranks of management. I will not 
attempt to describe such schemes as they follow very 
closely the lines of the schemes applied to members 
of management. 

The term ‘indirect financial incentive’ is in itself 
misleading. As I have said earlier, even the direct 
incentive probably has less effect on an employee’s 
output than is. generally believed. The so-called 
indirect incentive has much less. Z 

Two of the firms I visited before writing this paper 
have bonus schemes under which employees receive 
an annual or half-yearly bonus which varies broadly 
with the company's profitability. In both cases 
bonuses are subject to a satisfactory service and are 
paid to all employees who are not in receipt of bonus 
under a payment by results scheme. Both firms admit- 
that the bonus has come to be accepted as part of the 
salary of the people receiving it. When financial 
results are bad and the bonus falls many employees 
feel this to be unfair as they may well have been 
working just as hard as in the previous year. 

In theory a scheme with a profit-sharing element 
helps an employee to identify himself with the com- 
pany and to take an interest in its progress. In practice 
this has less and less effect the further an employee 
is from the managing director. In other words unless 


‘a man can affect his bonus by his own actions, his 


reaction will be one of pleasure when the bonus goes 
up but one of disgruntlement when it goes down. ‘The 
effect on his output in either event will not be 
material. 

Share purchase schemes have the further element 


" 


Li 


of bringing the employee into a company as a ` 
\ 


member. This means that there is an element of 


co-ownership as the employee owning shares is a ^ 


part owner of the company. Subsequent dividends 
will fluctuate within limits according to the company's 
profitability. This fluctuation is more readily under- 
stood by an employee and more readily accepted than 
fluctuation in bonuses which are based on profits. I 


! 
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have met share purchase schemes in America and 
have talked with both managements and employees 
about them. All seemed to feel that interest in the 
company and its progress grew as the employee's 
holding of shares grew. 


Environment Incentives 


The monetary reward of an employee is far from 
being the only thing that affects his performance. 
This will depend on the total environment in which he 
works. The term environment means to many people 
simply the nature of the physical surroundings — the 
colour of the walls, the temperature, the lighting, the 
noise level and so on — these can be important but do 
not alone constitute environment. People are more 
important than things in any situation and the nature 
of the group in which a man works is all important. 
How well does the individual fit into the group? Does 
he get on well with the other men? Does he hate, the 


T chargehand? Does the group co-operate with other 


D 


groups in the department? Does the chargehand hate 
the foreman? Does the department identify itself with 
the objective of the works as a whole? Does the fore- 
man hate the works manager? All these questions can 
be reversed and a thousand similar questions can be 
asked. It is a miracle that with such complicated 
human relationships any reasonable level of produc- 
tion is ever attained. 

I have indicated that a share ownership scheme can 
help an employee to identify himself with the firm. 
The reason for this is that he does become a part 
owner and in this respect is in a different relation to 


_ the firm than he is as an employee. As a part owner 


his relationship with the company involves direct 
access to shareholders’ meetings and he recetves the 
company’s report and accounts. Any weakness in 







Ó c between various levels of management is 


therefore of rather less importance. 

Co-ownership is frequently confused with employee 
participation in management decisions. There are 
four groups that must be recognized to avoid this 
confusion: ! 

(i) shareholders — the ultimate owners; 
(ii) board members ~ makers of broad policy 
decisions; . 

(iit) management — responsible for executive action 

and making recommendations on broad policy; 

(iv) employees ~ those who execute under manage- 

ment's overall control. 

It is now common practice among employers, or 
at least among good employers, to consult with their 
employees about a wide range of matters. Such con- 
sultation often takes place with appointed repre- 
sentatives of employees through a works council, and 


. management reserves the right to make final decisions. 


There are, of course, many varieties of such con- 
sultation and I was recently talking quite separately 
to directors of two large companies which have 
recently been involved in ad hoc consultation. In both 
cases the companies were seeking to maintain the 
level of production and the level of pay, whilst reduc- 
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ing the hours worked. In both cases discussions took 
place with two groups of employees. Company A. 
found that one group of employees came forward with 
some very helpful suggestions of which no one in the 
management team had thought. These suggestions 
made it possible to achieve the objectives. The other 
group of employees produced nothing very con- 
structive and eventually some suggestions made by 
management were accepted. These only partially met 
the need. Company B., which had no connection with 
company A., met with less success and received no 
very helpful suggestions from either of its groups. 


The two examples quoted above illustrate the way 
in which consultation can sometimes, but not always, 
help management. Sometimes formal and regular 
consultation, as opposed to ad hoc consultation, will 
go even further. Some years ago I met a case of a 
smallish company with a somewhat idealistic but not 
particularly effective board. The company had estab- 
lished a works council that came forward with many 
useful proposals on works procedures and stores 
systems, In fact I felt that had the board and the works 
council changed places the company might have been 
the better for the change. 

I hope that no one will read into the last paragraph 
any suggestion that consultation should lead to 
employees having responsibility for management 
decisions. Responsibilities must be clearly defined 
and it is management's duty to manage. None the less 
if management today chooses to do so without con- 
sultation it does so at its peril. 

Those who advocate further employee participation 
in management sometimes quote the present German 
situation. In Germany, under a recent law, one-third 
of the members of the aufsichtsrat, or board of a com- 
pany, are elected by the employees. The important 
point to note, however, is that the members of the 
staff are elected to the board, the broad policy making 
body, and not to management. In fact the law also 
states that no man may be a member of the aufsichtsrat 
and the vorstand. 'The vorstand being a meeting of 
executive directors, or a management committee. In 
effect therefore the German system gives the staff a 
share in the overall direction rather than the manage- 
ment of the company and takes from the owners the 
right to a complete monopoly in the appointment of 
directors. There is no doubt that the old relationship 
between employers and employees must be changed 
by such developments. 

While on the subject of other countries it is worth 
mentioning briefly the kibbutzim of Israel. A kibbutz 
is a form of collective settlement mainly concerned 
with farming but with, in some cases, light industry 
such as furniture manufacture. Membership of a 
kibbutz is entirely free and its people can resign from 
membership if they wish. All the income of a kibbutz 
is paid into a common fund and members draw on it 
according to their needs. 'T'here is no money in circu- 
lation within the kibbutz. Today the kibbutz movement 
in Israel has about eighty-five thousand members in 
about two hundred and twenty-five Azbbutzim. 


68 


This may seem a long way from incentives but to 
me the term implies not just additional money in the 
pay packet but rather all those things that make a man 
give of his best at work. The pride of ownership of 
the man who runs a small business or owns shares in 
a business of which he is an employee. The entre- 
preneurial instinct of the small shop owner or the 
salesman on the road. The improved relationship 
between management and employees through success- 
ful joint consultation. The satisfaction of an employee 
who feels at ease in the group in which he works. The 
co-operation between various groups inside a com- 
pany. In fact everything that goes to make up a 
satisfactory environment. ` 

It would be fair to ask how it is that in an extreme 
case, such as the member of a kibbutz, a man will 
work freely for no return in money terms. 'There is 
no doubt that there is an incentive in the shape of the 
community life, in taking part in running the kibbutz, 
in moving from one job to another and in the feeling 
of a group working together with an objective. No 
doubt many of the members are idealists and see the 
kibbutzim movement as a factor in the development 
of their country. A situation analogous to that met 
in some directions in a country at war. 


Security and Insecurity : 


It is sometimes said that efficiency is lowered by 
full employment and that only the fear of unemploy- 
ment will make the workers of the country 'pull up 
their socks’ and get on with the job. ‘This may be true 
of à small minority but I cannot subscribe to this as 
a general rule. It is true that full employment makes 
it difficult to get labour, particularly skilled labour, 
and employers tend to hold skilled people, even when 
they are under-employed because they will be difficult 
to replace. Employees may welcome this, particularly 
where pensions are concerned, but I do not believe 
that it is a serious cause of. lack of effort on the part 
of employees. 

. In fact an employee who has a secure job and works 
in a good environment is more likely to have a high 
level of productivity than if he were worried about 
his future employment. In America there is a much 
greater mobility of both staff and management and 
one often hears of quite senior managers moving from 
one large company to another or being ‘promoted up 
and out’. If this results in removing a square peg 
from a round hole to a square one it will help to 
improve productivity. Sometimes we, in Britain, are 
unwiling to face facts and make necessary changes. 
It would be wrong to think, however, that the 
American practice is right and ours is wrong. We 
need more mobility but in achieving it we must not 
destroy that feeling of security that is essential to the 
average man if he is to work well. 

. With security can be coupled promotion prospects. 
For the younger man, in particular, the prospect of a 
career with his company means a great deal. If he can 
feel that he has reasonable prospects he will remain 
with the company and work to qualify himself for 
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promotion. Perhaps he will find later that he has to 
wait longer than expected for promotion. He then 
decides to ‘promote himself up and out’. Even then 
the company has had many years of good service in 
return for an environment that has encouraged the 
young man to qualify himself for promotion. From 
management’s viewpoint it is not enough to provide 
incentives for people to do the job they have at the 


" moment, there is a need to provide incentives for. 


people to qualify for promotion. A good training and 
education unit will do this, as well as providing 
management and technical training to improve the 
standard of performance of people in their present 
jobs. 

Conclusion | 


At the beginning of this paper I said ‘the term - 


incentive implies to most people something that will 
make a man work harder'. I think the word "better 
could be used to replace ‘harder’. 

I see among the definitions of incentive in the 
Shorter Oxford Dictionary 'something that arouses 
feeling, or incites to action; an exciting cause or 
motive’. How can these definitions be applied to the 
incentives I have discussed? What feelings are roused 
by which incentives? What exciting cause or motive 
can be given the term incentive? These are questions 
I am not going to attempt to answer here.. 

I hope that I have at least shown that the term 
incentive is not as narrow as the term payment by 
results. An employee has behind him a family and he 
seeks to provide for them a home and security. He 
seeks for his children a life that is at least as good, 
and perhaps better, than his own. He seeks for him- 
self a job that will enable him to provide these things 
and will at the same time give him reasonable satis- 
faction. He may find the achievement of these aims 


difficult and may suffer from emotional stresses as a. - 


result. If we are trying to get better work or more 
work from a group of men we must remember that 
it has to be obtained against this background. If we 
produce a situation which is unpopular we shall lose 
our best workers to our competitors. Resulting 
vacancies will have to be filled by inferior workers 
and we shall finish up with a poorly staffed concern 
that will lead us into trouble. ' 

It has been said that a company is as good as its 
equipment but I have never accepted this. A business 
can be only as good as its people. If it has the right 
people it should get the right equipment, but if by 
some misfortune it does not then only good people 
can save it. A business with poor people and good 
equipment is bound to fail eventually unless its 
owners can bring about a change of policy that will 
attract the right people in time to save it. 


To say that a business is as good as its people. 


means as good as its board, its management and its 
employees. If they can all work together in harmony 
with “an exciting cause or motive’ that may well be 
incentive enough. Maybe this is no more than an 
idealistic dream. On this I leave the reader to judge 
for himself. 
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money at reasonable rates and asks your advice. 
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Please send me details of the Cedar Holdings 
overdraft facilities and application form. 
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Back Duty Culpability, 
| Penalties and Settlements - I 


by P. A. SMITH, A.C.A. 


Introduction 


ACK duty as a subject is far too large to be 

dealt with comprehensively in one paper of this 

size. An attempt has, therefore, been made to 
deal with certain aspects only of the subject in this 
paper. The aspects which could be described as 
technical and not particularly contentious, i.e. the 
compiling of information, the investigation itself, 
putting together the capital statements and preparing 
the report, have been omitted deliberately. 


2. It is felt that it is best to concentrate on those | 


aspects of a back duty case where attitude, opinion 
and general approach to the work is important. ‘This 
can perhaps best be illustrated by following the con- 
duct of a back duty case from start to finish and 








selectine hose parts of the case which require this 
sort of ent. 

" also aspects of back duty which should 
strict N ed in a paper of this title, but which 
hay A t because they occur only rarely or 
art, OY rtance. If this paper is to be of 
Yo accountants, then surely it may 
ha e usual or more common type of 


ME „~ Should be the main subject. The 
Cuipé > dnd penalties arising out of a failure to 

ivè “sce of liability (sections 44 and 45, Finance 
A. , 1960), failure to make certain returns (section 


‘46, Finance Act, 1960) and other sundry offences in 


connection with liability, notices and statements, have- 


not been included. 


4. The main subject of this paper, therefore, is 
confined to cases where the penalties exigible arise 
out of section 47, Finance Act, 1960, i.e. for fraudu- 
lently or negligently making incorrect returns, or for 
submitting incorrect accounts. 


The Opening Stages 


5. A back duty case may be opened by the Inspector 
of Taxes making an inquiry because he is aware that ` 


certain investment income has not been returned, or 


because it is not apparent how the taxpayer has . 


accumulated his capital from known sources of 
income, Alternatively, back duty cases are sometimes 
discovered by the Inland Revenue P.A.Y.E. audit 


section, or an estate duty affidavit may reveal excessive : 


capital in relation to the taxpayer's declared income. 
he taxpayer himself may make a voluntary dis- 
e of past irregularities. 

| is suggested that any chartered accountant 
with a back duty case should make himself 







thoroughly conversant with section Ss of the Members’ 
Handbook. 'This will help him to decide on the correct 
course of action if, as sometimes happens, the 
accountant makes a discovery of taxation irregularities. 
The client may suggest that the matter can be rectified 
without it being reported to the Revenue. This 
happens especially in cases where the client is 
discovered to have understated deliberately his stock 
or work in progress, Although the accountant should 
not inform the Revenue of any irregularity without 
the client’s permission, the accountant must make it 
perfectly clear to his client that he cannot continue 
to act for him unless a disclosure is made. It is wise 
to obtain a statement in writing from the client 
authorizing the disclosure to be made. This would, 
of course, rank as a voluntary disclosure and it would 
be most unusual for the taxpayer not to appreciate 
that it is in his own best interest to make a voluntary 
disclosure to the Inland Revenue. However, it is not 
suggested that it is easy to persuade the client to this 
view. It is often very difficult, but it is, nevertheless, 
the accountant’s clear responsibility to persuade his 
client to make an immediate disclosure. 


7. When making a voluntary disclosure on behalf 
of a client to the Inland Revenue, it would be unwise 
to attempt at this early stage to quantify finally the 


‘irregularities or to give details of the irregularities 


discovered. This is because the accountant has not 
yet completed his investigation and is, therefore, not 
in a position to be absolutely certain that the dis- 
closure is complete. He should inform the Inspector 
of Taxes that the client wishes to make a voluntary 
disclosure of certain irregularities in past returns or 
accounts, that the client has instructed him to make 
a full investigation and to prepare a report of the 
irregularities. It should be added that this will be 
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submitted to the Inspector of 'laxes as soon as 
possible. It is most important that this general dis- 
closure of irregularities should be made immediately 
the client authorizes such action to be taken. Notes 
of the accountant's discussions with the taxpayer 
should be kept in case the Inspector of 'l'axes com- 
mences any inquiries at the same time, so as to be 
able to prove that the client's disclosure was not 
prompted by any action of the Inland Revenue. 


` 8. If the client refuses to make a disclosure, pre- 


ferring either to suppress entirely the irregularities or. 


to bring back into credit previous understatements of 
profit without disclosing this to the Inland Revenue, 
then the accountant should inform his client that he 
can no longer act for him and that it will be necessary 
for him to inform the Inland Revenue that since he 
prepared or reported upon the accounts concerned 
he has acquired information which indicates that 
those accounts cannot be relied upon, and that he has 
ceased to act for the client. The accountant should 
then so inform the Inland Revenue, but he is under 
no duty to furnish details of the reason why the 
accounts are defective and it would be improper for 
him to do so without first obtaining the client's con- 
sent. (Ss, paragraph 14, Institute Members’ Handbook.) 


9. If, in these circumstances, the ex-client 
approached another accountant to act for him and 
the resigning accountant receives an inquiry as to 
whether he has any professional reason why the new 
accountant should not act, then such a reason should 
be given without specific details. ‘Thus no accountant 
subscribing to a code of professional ethics will act 
for this client unless he agrees to make a voluntary 
disclosure to thé Inland Revenue and to authorize 
a full investigation by the accountant with a view to 
a full report being made of past irregularities. | 


Early Contact with the Inland Revenue 


ro. Once contact has been made with the Inland 
Revenue and both the Inspector of Taxes and the 
accountant know that a back duty case is about to 
ensue, then the Inspector of Taxes’ attitude, the 
client's attitude and the accountant's attitude can all 
have a bearing on the final settlement of the case. 


1I. The accountant, of course, is trying to discover 
what has happened in the past and he wishes to ascer- 
tain the full facts. He will have to put forward his 
client's point of view, but he must also protect his 
client from harming his own case, because in the early 
stages the client's attitude is likely to be resentful, 
deceitful sometimes and even aggressive. The reason 
for this is probably that the client is feeling guilty and 
annoyed at being found out. He 1s frightened at the 
uncertainty of his position, and is not in a state to 
make a disclosure to the Revenue unaided. If the 
client could be relied upon to tell the complete truth 
at once, all would be well and no harm done, but this 
would be unusual, and if at this stage the client is 
` questioned closely by the Inspector of Taxes he may 
well do himself harm by making untrue statements 
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or half-true statements and the accountant should 
protect him from that. Therefore, the accountant 
should control the case from the client’s point of view 
and not allow the client to make unaided what pur- 


ports to be a final disclosure to the Inland Revenue at ` 


a 


this early stage. 


Opening Procedures 


12. When the case is opened it sometimes happens 
that the District Inspector of Taxes asks to interview 
the client and ask him certain questions. 'l'he 
accountant should accompany his client to such an 
interview. However, in inquiry branch cases this is 
the procedure without exception. The inquiry branch 
Inspector of Taxes will explain the legal position of 
a taxpayer who has made incorrect returns or sub- 
mitted incorrect accounts. (The Hansard extract 
procedure — see paragraph 13). He will indicate that 
the inquiry branch believes it has reason to doubt the 


taxpayer's returns or accounts, but no specific accusa- ` 
tions will be made. The accountant should undertake 


to make a complete investigation at the end of which 
the inquiry branch will receive a full report endorsed 
and, signed by the client. It is not in the client's 
interest to present half the picture at this opening 
interview. The accountant, at this point in time, does 
not himself know what the whole truth is because he 
has not yet carried out his investigation. He is, 
therefore, not in a position to realize whether harm 
is being done or not, and it is most important that he 
can inform the Inspector of Taxes that he has been 
instructed by his client to make a full investigation of 
the case, and to report any irregularities that have 
occurred. An investigation programme should then 
be arranged with the inquiry branch inspector, who 


will wish to ensure that no undue delay will oecuf . 


The Hansard Extract Procedure 


13. Before May 1942, a voluntary disclosure by a 
taxpayer gave him immunity against criminal pro- 
ceedings. This had been in operation since July 1923, 
but in May 1942, the Board of Inland Revenue with- 
drew their guarantee of immunity from criminal 
proceedings where a taxpayer had made a voluntary 
disclosure. The relevant extract from the written 
answer to a question in the House of Commons on 
October 5th, 1944, made by Sir John Anderson, who 
was the Chancellor of the Exchequer at the time, is as 
follows: | 

"Ihe practice of the Commissioners of Inland 

Revenue in this matter is governed by section 34, 

Finance Act, 1942 (now section 504, Income Tax 

Act, 1952), which makes provision for the admissi- 

bility in evidence of any disclosure made in the 

circumstances there set out. As the section indicates, 


the Commissioners have a general power under. 


which they can accept pecuniary settlements instead 
of instituting criminal proceedings in respect o 
fraud or wilful default alleged to have been co 
mitted by a taxpayer. They can, however, giv 
undertaking to a taxpayer in any such case th 
will accept such a settlement and refrai 
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instituting criminal proceedings, even if the case is. 


one in which the taxpayer has made full confession 
and has given full facilities for investigation of the 
facts. They reserve to themselves complete discretion 
in all cases as.to the course which they will pursue, 
but it is their practice to be influenced by the fact 
that the taxpayer has made a full confession and has 
given full facilities for investigation into his affairs, 
and for examination of such books, papers, docu- 
ments or information as the Commissioners may 
consider necessary; ` 
In practice it is unlikely that the Board of Inland 
Revenue would take criminal proceedings against a 
taxpayer who has made a voluntary disclosure or a 
full confession after being challenged, unless the 
degree of culpability involved was extremely serious 
and/or the person by the nature of his profession or 
position made the case a very serious one. 


Attitude and Atmosphere 


I4. The client's attitude is not likely to be very 
helpful in the first instance. Most clients take very 
badly the news that they are going to be the subject 
of a back duty inquiry and all that it entails. The 
accountant's first task is to attempt to persuade the 
client to give his full co-operation both to himself and 
the Inland Revenue, so that he will, in fact, minimize 
the risk of prosecution, and reduce to a minimum the 
percentage added to the tax lost on account of penal- 
ties, that the Board of Inland Revenue are likely to 
accept. 


15. Most cases are settled by a pecuniary settlement 
and even these very often do not involve the taxpayer 
in any great personal hardship. In cases where there 
might be personal hardship a settlement can usually 
be obtained which, although it reduces the taxpayer's 
bank balance, leaves his business and his home intact. 
e have never known the Inland Revenue make a 

repentant taxpayer bankrupt, or force him to sell his 
business or his residence. The quicker a settlement 
can be achieved the better it will be for the client, who 
will at last be able to sleep at night. It may be that 
after many years his mind is at rest for the first time, 
and this is considered to be a very important feature 
of back duty work. 

16. Back duty cases are not merely concerned with 
facts and figures. Many human aspects have to be 
. taken into account, and it is these, together with the 
atmosphere that exists between client, accountant and 
Inspector of Taxes that are mainly in the hands of 
the accountant. Events and circumstances which 
affect this atmosphere should not just occur or crop 

up in a case by chance. The accountant should him- 
self create the right atmosphere in which the case is 
CS conducted. - 

(^ 17. The client's attitude towards his accountant 
- should be one of respect for his sympathetic under- 
standing as a person and for his professional com- 
petence as an accountant. It is quite unnecessary for 
the accountant to moralize concerning the client's 
actions in the past, and any moral judgments that the 
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accountant may make to his client will probably be 
resented, causing the client to be less than frank with 
his accountant for fear of enduring the accountant's 
censure. The accountant's attitude should be that 
what is done is done, tax, interest and penalties will 
have to be paid, but the risks of criminal prosecutions 
and the higher rates of penalties can be avoided if 
the client makes a full and frank confession. 


The Accountant and the Inland Revenue 


I8. It is equally important that the atmosphere 
between the accountant and the Inspector of Taxes 
should be on the basis of mutual confidence in each 
other's professional capacity. The Inland Revenue 
will look for thoroughness and integrity on the part 
of an accountant, but they will expect him to know 
the legal position pertaining to assessments and to 
have an understanding of the penalty provisions and 
the amount of the settlement that will be accepted 
by the Board of Inland Revenue. Thoroughness and 
competence shown by the accountant enhances his 
own firm's reputation with the Inland Revenue. It 
should be his aim for the facts and figures in the final 
report to be accepted in their entirety by the Inland 
Revenue. This, if achieved, will certainly help him 
in the future. If the Inland Revenue proceed to 
uncover further irregularities, it will destroy both 
the client's confidence and the Inspector of Taxes’ 
confidence in the accountant. Failure to discover the 
whole extent of the fraud, even if the Revenue fare no 
better, may mean that the client continues to evade 
taxes, leading eventually to his discovery and a very 
serious position for him. 


The Questionnaire 


I9. In the early stages, and especially if the inquiry 
branch are dealing with a back duty case, a question- 
naire is likely to be put before the client. The ques- 
tions may differ slightly from case to case, according 
to circumstances, but are usually as follows: 


(1) To the best of your knowledge and belief have 
. any transactions been omitted from or incor- 
. rectly recorded in the business books? 
` (2) To the best of your knowledge and belief are the 
accounts of the business, -submitted to the 
Inland Revenue, correct and complete? 

- (3) To the best of your knowledge and belief are all 
the taxation returns of the. business and 
yourself correct and.complete? + 

(4) Are you prepared to permit an examination of 
the bank accounts, books and other records of 
the business and yourself, so that the Revenue 
may be satisfied that the answers to the first 
three questions are correct? 


The Initial or Provisional Disclosure 


20. It will be observed from a careful study of these 
questions that the Inland Revenue do not expect to 
receive a detailed confession of irregularities at 
this stage. I have already stated that care should be 
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1 
taken, at an opening interview, to protect the client 
from making damaging statements, on the grounds 
that until the accountant bas completed his report, 
he is not certain that anything his client may state is 
true or untrue. 


21. The inquiry branch, when putting the questions, 
do not seek immediate replies. They will emphasize 
that ten to fourteen days should be taken to consider 
the replies, so that the taxpayer and the accountant 
who is advising him have an opportunity to probe the 
matter a little further, and to consider the replies 
carefully. 


22. Mr Justice Upjohn in Pierson v. Belcher (38 
A.T.C. 258) described the questions as ‘very reason- 
able’. This is now quoted by the Inland Revenue if a 
taxpayer shows any marked reluctance to give written 
answers to the questions. The Inland Revenue, 
however, regard the accovntant's report (endorsed 
by the taxpayer and accompanied by a certificate of 
full disclosure) as the taxpayer’s disclosure. They 
would not seek to penalize a taxpayer whose initial 
disclosure was not as complete as his final one — unless, 
of course, his initial disclosure had been a complete 
denial of irregularities and his final disclosure had 
included irregularities amounting to serious fraud. 


23. The questionnaire should, in the light of the 
above remarks, be completed by a simple 'yes' to 
' questions (1), and (4), and ‘no’ to questions (2) and (3), 
if there have been any irregularities. It is unnecessary 
and unwise to attempt to finally quantify the irregu- 
larities or to give details, and it should be stated in an 
accompanying letter that the answers represent 
an initial disclosure, but. that instructions have 
been taken by the accountant to investigate and 
report. 


24. I do not want to imply that there is any harm 
in disclosing the nature and extent of irregularities, 
if this is possible at an early stage. It will assist the 
Inland Revenue to allocate the case to an inspector 
with adequate experience and knowledge. It will 
further enable a payment on account of liability to be 
arranged and it should be pointed out to a client that 
interest of 3 per cent per annum simple on his pay- 
ment on account will be credited to him, 


The Investigation 


25. As was indicated in the introduction to this 
paper, the collection of information, the accountant’s 
investigation, the preparation of the capital statements 
and the presentation of tne report are deliberately 
being omitted, because the inclusion of these subjects 
in this paper would make it far too long. There are, 
however, three aspects of a back duty investigation 
which need dealing with at the commencement of 
the investigation, and are dealt with in a special way 
in order to save subsequent time and embarrassment 
between the client and the accountant. These aspects 
are cash hoards, betting stories and living expenses. 

- The reason for dealing with them immediately is that 
a client will, during the period of the investigation, be 
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able to estimate, fairly accurately, what particular 
items need explaining or how much the discrepancy 
will be on the yearly cash reconciliation. In order not 
to push a client into a defensive attitude where he puts 
forward a very often carefully thought out but false ‘we 
explanation under these three headings, it is thought 
best to clear these matters as soon as possible. If 
there have been a genuine cash hoard, betting wins 
(or similar non-taxable sources) and/or very smail 
cash living expenses, then these facts will emerge 
immediately and more time will be available for their 
investigation. 
i Cash Hoards 

26. As soon as the investigation commences it is 
wise to ask the client to indicate where he keeps his 
cash hoard, suggesting all the likely places that he 
might keep one. If he has one, it should be counted 
at once and recorded. 'Fhe client can be advised to 
deposit the money in a bank or suitable investment 
immediately. The next question would be to ask him ` ` 
for details of his hoard from the beginning of the | 
investigation period up to date. It is more than likely 
that his initial reaction will be to deny quite truthfully 
that he has ever had a cash hoard. This should be 
recorded and will close the matter. If he has had a 
cash board, or claims to have had one, immediate 
steps should be taken to corroborate this by indepen- 
dent evidence, and if this is not available it should be 
explained to the client that the Inland Revenue's 
attitude, invariably, is that without such evidence it 
cannot accept the authenticity of a hoard. In this case, 
the General or Special Commissioners will be called 
upon, at a personal hearing, to decide whether or not 
the cash hoard existed. | 


Betting Stories 


27. Similarly, it is wise to ask a client at the com- 
mencement of an investigation to estimate the extent 
of his betting losses. This often brings a denial of 
betting activities, in which case the matter can be '.. 
dropped and the subsequent possibility of a client 
inventing a betting story is stifled at birth. If, however, 
as quite frequently happens with persons who have 
been evading tax from cash sources, they are in the 
habit of betting, names and addresses of all the 
bookmakers with whom they have dealt should be 
obtained at once, together with the client's permission 
to approach these bookmakers and ask for copy state- 
ments of their accounts with them. Since bookmakers 
do not always retain their records for a very long 
period, it is imperative that this request should be 
made as soon as possible. Claims to betting wins at 
this early stage should be thoroughly investigated. 
Delay might tempt the taxpayer to look up the names 
of a few past winners. This may be rather an unusual | z^ 
approach to a back duty case, but it is felt most Y 
strongly that the accountant's prime duty to his client ~~ 
is to protect him from himself, and the accountant 
who can prevent the client making false statements at 
a later stage is doing the client a service. 

(To be continued.) 
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Weekly Notes 


C.L.R.P. EPILOGUE 


T the adjourned annual meeting of the City of 
London Real Property Company last Monday, 
Mr L. T. Williams, the chairman, was asked by a 
shareholder for an assurance from the board that 
confidence between the directors and the company's 
auditors, Messrs Turquand, Youngs & Co had been 


Y 


completely restored. Mr Williams said in reply that ' 


he would rather not add anything to what had already 
been published on the subject. 

In response to a further — and rather obliquely put — 
question on the possible publication of the profits or 
losses of subsidiaries, Mr Williams said that the 

. suggestion would be considered. The only business 
put to the meeting — and approved — was the fixing of 
the auditors' fee at 1,500 guineas. 

It is to be hoped that Mr Williams's preference for 
not adding to anything already said on the subject 
was merely reticence on his part to become involved 
in argument at what the company had previously 
indicated would be purely a formal meeting. 


PLANS FOR EMPLOYERS' UNION 


HE governing bodies of the Federation of British 
Industries and of the British Employers’ Con- 
federation have decided in favour of a permanent 
union of the two bodies. Decisions that efforts should 
be made to unite the two were taken at separate 
meetings of the governing bodies last week. There is 
the possibility that the National Association of 

y British Manufacturers may also wish to join. 

The functions of the two negotiating bodies are 
quite distinct. Whereas the F.B.I. deals with financial, 
economic and political matters affecting its members, 
which include some three hundred trade associations, 
the B.E.C. is primarily concerned with labour relations. 
This distinction has been rigidly adhered to in the past 
and is, of course, a complete contrast to the trade union 
side of industry where the Trades Union Congress is 
concerned broadly with both the economic and labour 
relations matters. 

It has been suggested that an independent referee 
or commissioner should be appointed to iron out the 
details arising in the problem of amalgamation. He 
would be asked to prepare plans for a new organiza- 
tion which might replace the other two and perhaps 
the N.A.B.M. as well. Following fusion the other 

. three organizations would cease to exist. The new 
Aw organization would have for its purpose to provide 
industry with the means of formulating, making 
known and influencing general economic, fiscal, labour 
and technical policies; to encourage industry’s 
efficiency and competitive power; and to provide an 
information service to British industry. No decision 





THE 
ACCOUNTANT 73 


has as yet been taken about a referee but those con- 
cerned are known to favour either an accountant or a 


lawyer. 
P. D. LEAKE RESEARCH FELLOWSHIP 


AST February the Council of The Institute of 

Chartered Accountants in England and Wales, as 
trustee of the P. D. Leake Trust, announced the 
establishment at Balliol College, Oxford, of a P. D. 
Leake Research Fellowship, to be financed by an 
annual grant from the income of the Trust. 

Ballio! College, with whom the appointment of 
the Fellow rests, has now announced that Dr. W. 
Beckerman, M.A., PH.D.(CANTAB.), has been elected to 
the Fellowship. 

Dr Beckerman is head of the National Accounts 
Division of the Organization for Economic Co- 
operation and Development, and is now working at 
the National Institute of Economic and Social 
Research on the long-term growth prospects for the 
British economy. It is understood that Dr Beckerman 
will continue research on these lines at Balliol but 
will base his study mainly on published reports and 
accounts of individual companies. 

Dr Beckerman will take up his appointment in 


January 1964. 
NO PROFIT ON EXERCISE OF PURCHASE 
OPTION 


d Inland Revenue suffered a signal defeat on 
A. Monday when they lost their appeal from a 
decision of the Special Commissioners against them 
(Varty v. The British South Africa Co Ltd). The 
company had taken a 5 per cent share in the financing 
of the President Steyn Gold Mining Co Ltd and had 
agreed to provide a loan of £200,000 in return for 
which it was to receive 6 per cent interest, a raising fee 
of 24 per cent, and an option to subscribe for 100,000 
President Steyn shares at par. If the option was 
exercised the loan was to be reduced by an equal 
amount. When the loan was made the shares stood 
at 19s 6d but when the option was exercised eighteen 
months later they stood at 43s 6d 

The Revenue alleged that the exercise of the option 
constituted a dealing in it and a realization of profit, 
or alternatively that the realization of the loan 
yielded a profit which was taxable. 

Mr Justice Wilberforce, according to The Times of 
Tuesday, held that the conversion of the loan into 
shares was no more than a direction to the President 


‘Steyn Co to use the loan money for the subscription 


of the shares. Accordingly there was no realization 
of the loan at a profit. As to the other point, the 
company had acquired, at the time of the contract, an 
equitable interest in a.block of shares. This interest 
was an asset subject to market fluctuations. On the 
exercise of the option all that happened was that an 
equitable right to the shares became a firm right to 
them, preserving the asset as before. Whether a profit 
ee be made depended on the future fate of those 
shares. 
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TAX RELIEF ON EXPORT PROFITS? 


S we reported on July 6th, the National Associa- 
tion of British Manufacturers has rejected the 
idea of an added-value tax. It has now gone on to 
point out that as long as such a tax is imposed in 
other countries, and is remitted on goods which are 
exported, it is absurd that the United Kingdom should 
be precluded from doing what is effectively the same 
thing by remitting the taxes on profits accruing from 
exports. A leading article in this month's issue of the 
Association's journal says that the National Economic 
Development Council has laid great stress on the need 
for faster growth of British exports. The article adds 
that the possibility remains of making exports more 
profitable by remitting the tax on them, and thus 
permitting a possible reduction in prices. It suggests 
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that the Government should immediately seek powers 
from Parliament to remit taxes on export sales. 
This would then convince other members of 
the General Agreement on Tariffs and Trades that 
Britain was serious in the matter and ought to lead 
to ‘the rapid negotiation of an international agreement 
on proper lines’. 


E.E.C. LINKS WITH BRITAIN l 


AST week the Council of Ministers of the 

European Common Market reached agreement 
on a method of keeping in touch with Britain. They 
decided to propose a meeting every three months 
‘within the framework of the Western European 
Union of which Britain is already a member and 
which, therefore, provides an administrative um- 


The Institute's Summer Course at Oxford. 
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course. 





Some personalities at the Oxford Summer Course of The Institute of Chartered Accountants in England and 





Front Row (left to right): Mr 3. H. MANN, M.B.E.,.M.A., F.C.A., Vice-Chairman, Summer Course Committee; Mr. E. M. 
James, Acting Steward of Christ Church; Mr Rogert P. WINTER, C.B.E., M.C., T.D., D.L., F.C.A., President of the Institute; 
Mr J. A. JACKSON, F.C.A., Chairman, Summer Course Committee; Mx T. A. HAMILTON BAYNES, M.A., F.C.A., Member, Summer 
Course Committee; Mr C. H. S. Lovenpay, F.c.a., Under-Secretary of the Institute. 

Second Row (left to right): Mr D. G. BEE, F.c.a., Leader, Group K; Mx B. W. SUTHERLAND, F.C.A., Leader, Group G; 
Professor H. C. EDEY, B.COM., F.C.4., Speaker; Mr D. G. RICHARDS, F.C.4., Leader, Group F; Mr K. J. SHARP, T.D., M.A., s 


F.C.A., Leader, Group A; Mr R. V. ATHERTON, F.C.A., Speaker. ; . 
tancy’; Mr E. T. SHEPHERD, F.C.A., Leader, | Lu 


L; Mr D. P. HUBBARD, B.A., Assistant Secretary of the Institute; Mr . 


Third Row (left to right): Mr W. 'TTAPLIN, M.A., B.COM., Editor of ‘Accoun 


Group C; Mr D. F. Jewers, F.c.a., Leader, Group 


D, E. T. TANFIELD, F.C.A., Leader, Group F; Mr P. GODFREY, r.C.A., Leader, Group M. 

Back Row (left to right): Mr F. M. Moys, B.A., Administrative Assistant of the Institute; Mr J. N. PRENTICE, F.C.A., Leader, 
Group E; Mr G. D. PATERSON, F.C.A., Leader, Group B; Mr J. M. Harrison, T.D., B.A., F.C.A., Leader, Group D; Mr N. B. . 
NUTT, F.c.a., Leader, Group H; Mr P. A. SMITH, A.C.A., Speaker. 
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brella for contact between the six mémbers of the 
E.C.M. and the United Kingdom. | 

It was expected that the Dutch and Germans 
would now withdraw their objections to further 
» progress with the E.C.M.’s work including agricul- 
ture. In principle, meetings are expected to be at 
ministerial level but the possibility 1s not ruled out 
that the W.E.U. members can send deputies who 
might be their permanent representatives at Brussels. 

Care has been taken that the meetings are not 
formal discussions between the E.C.M. on one side 
and the U.K. on the other. The Committee of 
Permanent Representatives of the E.C.M. will not 
sit on the new committee as a matter of course. The 
arrangement, therefore, has as much life blood in it 
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as a contact point and not as a policy framing organi- 
zation. 

It seems to have been as much as the French would 
accede to and as little as the Dutch would accept. 
The German delegation took the view that the 
arrangement was worth while since it represented at 
least a modest concession by the French. 


EXODUS OF SCIENTISTS 


HE Government announced this week measures 
to induce British scientists to stay in this country 
rather than to emigrate permanently to the United 
States. Science departments of universities are to 
receive an additional //$ million to assist in the research 





~ This is My Life... 


by An Industrious Accountant 
CHAPTER 181 


HERE are so many ways of dealing with the 


incoming post, most of them being wrong. It's 
odd, come to think of it, that in all my years as an 
accountant I've never heard any outsider mention 
the point. Our auditors have never asked how we deal 
with it; when I was an auditor it never occurred to 
me; it's too insignificant to be even mentioned in the 
Olympian air of senior accountants. Yet it's got me 
into trouble in the past more often than I like to 
think about. 

I've held a couple of other jobs in my time, between 
leaving my professional career as a senior audit 
"assistant and assuming my present post as secretary/. 
.chief accountant. Each time someone. has stubbed his 
toes against the post, and usually it's been me. The 
incoming post, like the old ‘dawn patrol’ of the R.F.C., 
is the post of danger. | 
I wonder how many variations of post-control 
ist in industry? I fancy I’ve covered most of them, 
ough readers can produce a few further variations. 
My earliest experience was as a first-month articled 
erk in my old firm where I served a spell in the mail 
yom. Personal letters were re-routed to the appro- 
iate individuals, of course, but general letters were 
corded in an incoming mail-book and given the 
elevant file number. Then letter plus file went to the 
partner-in-charge, who thus was able to scrutinize 
them prior to redistribution. The system seemed to 
"work well, for all I ever heard to the contrary, and 
all new clerks learned it as their first assignment. . 
a young company secretary I used to open and 
e post, delivering the general correspondence 
cal manager in a wooden filing tray. Nor- 
anged it tidily, biggest letters at the bottom 
but alas, I went through a careless stage 
s slack. I suppose: I started to send the 



















tray to him with the letters any old how, just as they 
came, One morning he appeared in my doorway 
fuming angrily, thrusting the untidy mess back on 
my desk and growling about ‘a dog's dinner’. Actually, 
someone else seeking an urgent order had left the 
tray in disorder, but hot words had passed before 
the thought occurred to either of us. Our relationship 
never really recovered. . 

' On another occasion I was involved in a system 
whereby the chairman’s private secretary opened 
the post before him, while a trusted junior clerk 
laboriously entered everything by hand in a big red 
mail-book. Meantime, the chairman nonchalantly 
read the morning paper while outside his impatient 
subordinates muttered at the hour’s delay before they 
received their letters. It was a semi-Government 
organization and bureaucracy ordained that every 
last invoice and statement was recorded meticulously. 
Just imagine, they even listed the suppliers’ state- 
ments in longhand! Having argued the matter in vain 
I finally decided to enter a constructive comment in 
the suggestion box. Unfortunately this well-meant 
effort was also poorly received; a ‘security disincen- 
tive’, the chairman dubbed it and he upbraided me 
for un-co-operation. So our relationship disintegrated. 

In early days in my present job I blundered again. 
Ancient tradition ordained that a senior director 
came early in the morning to open the post with his 
own hands and scan every last document — a practice 
dating back to our Dundreary-whiskered penultimate 
chairman but three. Our people were rather proud of 
the ‘Samuel Smiles’ zeal-for-the-job angle. But the 
director on duty, living ten miles out of town, used 
to go home to breakfast from 9.30 a.m. to nearly 
noon. My few words on delegation, directorial 
inaccessibility, distracting detail and plain waste of 
time nearly cost me my job. 

Looking back on these methods today, it's evident 
that they represent variations on the theme of 
delegation of responsibility in modern management. 
How far down the line should responsibility for 
handling communication go without jeopardizing: 
efficiency and security? 


76 


training of post-graduate workers. This is equal to 
about £200 a student. 

Arrangements are under consideration so that 
scientists who have taken doctor’s degrees and who 
wish to go abroad for them to apply for appointments 
and fellowships in the Urited Kingdom which they 
can take up on return, In addition, the Department 
of Scientific and Industrial Research is to offer this 
year one hundred extra research studentships in tech- 
nology which represents an increase of about one- 
third. From next October the number of awards for 
advanced technological training is to be increased. by 
190 at a cost of {100,000 a year. 

These changes were announced in the House of 
Commons on Tuesday and there were hints that 
other important measures might be taken once 
certain reports now being prepared had been studied. 
‘These are the Fielden report on engineering design 
and the status of the design engineer; the Robbins 
report on higher education; and the Trend report on 
the organization of Government and civil scientific 
research. t 


NOTE ISSUE CHANGES 


HE Bank of England's annual report has never 
been a particularly informative document but, 
with the publication of the Bank's Quarterly Bulletin, 
the paucity of information and the ineffectual 
comment characteristic oz the annual report no 
longer matters greatly. The only newsworthy item in 
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the report for the year ended February 28th, 1963, 
is the composition of the note circulation and the 
changes in the distribution of notes by denomination 
which has taken place between 1959 and 1963. 


Outstanding is the greatly increased popularity of the: 


‘fiver’. In the past four years this has increased from 


£538 million to £1,124 million, although the note ` 


issue has risen from {2,013 million to £2,309 million 
only. In relative terms £5 notes accounted in 1963 for 
48-7 per cent of the total note issue outstanding; in 
1959 they formed only 26-7 per cent. 
Correspondingly, there has been a fall both in the 
absolute and the relative size of the issue of £x notes. 
Four years ago their total at £1,265 million repre- 
sented 63 per cent of the total note issue; in 1963 
their sum has fallen to £983 million, or barely 43 per 


cent. The changed pattern is emphasized when one 


observes the change in the distribution since 1956. 
In that year {1 notes constituted 76 per cent and 
£5 notes only 13:5 per cent of the then existing note 


ISSUE, 


movements either in the note circulation or in the 
price level. It is noteworthy that over the past four 


years the aggregate note circulation has increased by _ 


only 9 per cent; an increase last year of 0-3 per 
cent was the lowest of any year. In this context it 
should be noted that during the past year clearing 
bank advances have nevertheless reached their 
highest ratio to deposits since the war at almost 
exactly 50 per cent. 





Finance and ` 
Commerce 


Rugby Cement SC 


HE accounts of The Rugby Portland Cement Co 

Ltd, which form the reprint this. week, make 
interesting reading. In point of time they are some 
weeks old, the annual meeting having been held on 
May 24th, but readers may notice a certain similarity 
to recent events which have been the subject of 
controversy. 

The difference in this case is that the auditors have 
qualified their report, and everyone seems to be 
surviving happily notwithstanding. Perhaps the 
difference may lie in the fact that the company's 
chairman and managing director is Sir Halford 
Reddish, r.c.4., one of the profession's ‘notables’. 
In the examinations of November 1920, Reddish, H., 


its cement side, also had a number of bric 


was in first place with a gold medal and various 


other prizes to boot. He joined the Rugby company. 


in 1929 and became managing director in 1933. He is 
still managing director, besides being chairman, and 


has as his deputy managing director, Mr R. K. Evans, | 


F.C.A. 


Eastwoods Deal 


Rugby Portland’s year 1962 was marked by th 
acquisition of the capital of Eastwoods Ltd and i 
resale to Redland Holdings Ltd, minus, however 
the capital of the subsidiary, Eastwoods Cement 
which became a Rugby sudsidiary. 

Sir Halford, in his statement, takes up the story 
at the rights issue in May on a one-for-four basis a 
45s 6d a share, substantially below the market price. 
‘This augmented cash resources by some {44 million. 

‘Shortly afterwards’, he recalls, ‘came our offer to 
acquire the entire share capital of Eastwoods Ltd 
in exchange for two million of our Ordinary shar 
175,000 of our 6 per cent Cumulative Prefe 
shares and Zei million in cash.’ Eastwoods, 


tile works, sand and ballast pits and a largi 
merchants business. The sale to Redlanc 
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These changes have not taken place against major ' 
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cement side, was effected for £6,950,000 in cash after 
the transfer of Eastwoods Cement, valued inde- 
pendently at £3 million, and cash resources of 
£14 million. 

The auditors of Rugby Portland, Messrs Leech, 
Evans & Co, have made -heir report 'subject to the 
method of determining the cost of the shares of 
Eastwoods Ltd, as explained in the note on page o, 


In the Notes 


The note on this point in the accounts refers to the 
purchase and resale of Eastwoods and continues: 
*Counsel has advised that the company is entitled to 
treat the cost to it of the acquisition as being a sum 
equal to the nominal amount of the shares issued and 
the amount of cash included in the consideration plus 
expenses. 

"Ihe net result was that in exchange for 175,000 
6 per cent Cumulative Preference shares of £r each 
and two million Ordinary shares of 5s each, the 
company received, after stamp duty and other ex- 
penses, a net sum of {2,680,000 in cash plus the 
share capital of Eastwoods Cement Ltd, at a cost of 
£3 million — together £5,680,000., 

"Ihe excess over the naminal value of the shares 
issued — £5,005,000 — has been credited to Capital 
Reserve: £3,755,000 in the books of the parent 
company and {1} million ,in those of Eastwoods 
Cement Ltd. 

“The last financial year of Eastwoods Cement Ltd 
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ended on March 31st, 1962, which was prior to the 
date of acquisition. Due to a widely different account- 
ing system it was not practicable to prepare accounts 
for consolidation with the group figures at December 
31st, 1962.’ 


Accounting Date 


On this matter of accounting date and consolidation, 
Sir Halford points out that the Eastwoods Cement 
balance sheet at March 31st, 1962, has already been 
published as a constituent of the consolidated accounts 
of Eastwoods Ltd. Important changes, he states, 
have taken place since that date, both before and 
after the company became a subsidiary of Rugby. 
Consolidation of a balance sheet dated prior to the 
time of acquisition, he says, would therefore be 
misleading. ` 

He says there were a number of reasons, including 
the entirely different accounting methods, why it was 


not found practicable to change the financial year for se~ 


the time being, nor to prepare accounts prior to 
March 31st, 1963. The accounts before shareholders 
therefore do not include any profit from Eastwoods 
Cement Ltd. ; 
That company’s profits as a  wholly-owaed 
Eastwoods’ subsidiary ‘were ascertained on a bisis 
very different from that now obtaining’ but ‘adjusted 
to existing conditions’ profits before tax for the three 
years to March 31st, 1962, were approximately 


4,380,000, £359,000 and £412,000. 


NOTES ON THE ACCOUNTS 











9 
Shareholders’ Funds. The 4% Cumu'ative Redeemable Preference Shares are redeemable at the option of the Company at any time (a) by purchase in thi 
market; (b) in whole or in part by d-awings at 22s. 6d. a share. 
The amount attributable to the ‘A’ Shares for 1962 is £268,895 gross to which has been added the amount brought forward £492,537 gross, After 
providing for the proposed dividend the amount carried forward to the credit of the A Shares is £623,932 gross. » 4 
The Share Premium Account has teen increased by £3,295,000. the premium received from the “rights issue" in May [962 less share issue expenses; ^-^, 
Purchase of Eastwoods Cement Ltd. During the year the con pany acquired (partly for cash and partly for shares} the whole of the issued share capl- — 
tal of Eastwoods Ltd. subsequently transferring the share capital of a subsidiary, Eastwoods Cement Ltd., to the Company and re-selling the capital of 
Eastwoods Ltd. Counsel has advised that che Company is entitled to treat the cost to it of the acquisition as being a sum equal to the nominal amount of 
the shares issued and the amount of cash included in the consideration plus expenses. The net result was that in exchange for 175,000 695 Cumulative 
Preference Shares of £l each and 2,C00,000 Ordinary Shares of 5s. Od. each the Company received, after stamp duty and other expenses, a net sum of 
680,000 in cash plus the share capital of Eastwoods Cement Ltd., at cost £3,000,000.— together £5,680,000. The excess over the nominal value of the 
shares issued.—£5,005,000-—has been credited to Capital Reserve: £3,755,000 in the books of the Parent Company and £1,250,000 in those of Eastwoods 
Cement Ltd. The last financial year of Eastwoods Cement Ltd. ended on 3lst March 1962 which was prior to the date of acquisition. Due to a widely 
different accounting system it was nct practicable to prepare accounts for consolidation with the group figures at 31st December 1962, 


Outside Interests, £57,500 5%, Cumulative Redeemable Preference Shares of an overseas subsidiary company have been redeemed during the year and 
a corresponding amount transferred from Profit and Loss Account to Capital Reserve. The balance of £747,500 5% Cumulative Redeemable Preference 
Shares is redeemable by 1976. 


Loan and Mortgage Interest. Mortgage interest of an overseas subsidiary company £34,560 (£36,000) and interest on the Parent Company's 44% Un- 
secured Loan Stock 1957/62 £67,500 (£67,500) have been debited before arriving at the Trading Surplus. The £1,500,000 419; Unsecured Loan Stock : 
1957/62 was redeemed at par on the ils December 1962. 


Capital Commitments. Capital exper diture authorised by the group (other than Eastwoods Cement Ltd.) is approximately £3,250,000, including Commit- 
ments of £732,000 (£465,000) of which £220,000 (£450,000) relate to the Parent Company. 
in December 1962 che Company agreed to make an offer for the whole of the issued share capital of Chinnor Industries Ltd. consisting of 2,400,000 
Ordinary Shares of 5s. Od. each, fully pzid, at a price of 32s. 6d. a share payable in cash. This was implemented in [963 at a cost of approximately £4,000,000. 
There ís a contingent liability of £92,000 in respect of uncalled capital on an Investment. : 


Investments. The market value at 31s: December 1962 of the Quoted Investments was £2,122,194. Unquoted Investments are valued at cost. 


aires Liabilities, This item Includes the liability to United Kingdom Taxation and a repairs provision of £80,800 (£77,000) in the accounts of the Parent ^ 
ompany. 


A 


Taxation. The charge for Taxation coves the estimated liability of the Parent Company and its United Kingdom subsidiary companies for United Kingdom LV. 
income GEN year's profs. It includes £125,000 (£174,000) for Profits Tax and £193,439 (£170,737) for overseas taxation, and an equalisation : 
reserve o ,000. 


The undistributed profits of the overseas subsidiary companies would be liable to the appropriate United Kingdom taxation only If remitted. 


General, Of the net profit for 1962, £428,892 (£530,249) is dealt with in the accounts of the Parent Company. Overseas currencies have been converted 
at the rates of exchange ruling on 3ist December 1962. The aggregate amount of Directors! emolumencs for the yzar ended 3lst December 1962 was 
e (£57,178) divided as to fees £3,000 (£3,000) and other emoluments £60,765 (£54,178) of which £43,360 (£43,814) has been recovered from sub- 
sidiary companies. - i ; 
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CITY NOTES 


ITH the reduction from {2 per cent to £1 per 
cent in stamp duty in force, the stock-market 
p-has been a slightly busier place. Only ‘slightly busier’ 
because not everyone considers that halved stamp 
duty is necessarily a ‘bull’ point for shares which did 
not have a particularly bullish look when stamp duty 
was £2 per cent. 

But at least the reduction has brought out a few 
buyers in the equity markets and for that relief 
brokers are prepared to give a modicum of thanks. 
Basically, however, the equity market remains as slow 
to respond to the prospect of industrial re-expansion 
as industry itself is slow to respond to the Chancellor's 
liberal promptings. 

Recent reports from the heavy end of the steel 
industry have shown that there are as yet few signs of 
improvement in trading. On the other hand, the fore- 
cast of a doubled current-year dividend by the Rolls 
T washing machine concern and the announcement of 
profits nearly 8o per cent ahead of the prospectus 
forecast by the Dixons Photographic Company show 
that the consumer goods industries are not without 
their strong points providing the sales effort is 
powerful enough. 

If, as was suggested in these notes a week ago, the 
market is learning to live with political doubts, and if 
something concrete comes out of the present Moscow 
talks, then the equity sections could do something 
more than respond to a factor such as the stamp duty 
reduction. ; 

3k X * 3 


HE international interest rate balance which has 

been in reasonable equilibrium for some time 
seems likely to be altered before long by an increase in 
United States interest rates. The U,S. ‘Treasury 
shows definite signs of moving towards a dearer 
money basis mainly for balance of payments account 
correction purposes. 


An increase from 3 per cent to 34 per cent in the 
U.S. Bank rate seems on the cards and this would be 
the first rise in the rate since August 1960. The U.S. 
Treasury attitude is that an upwards adjustment in 
short-term rates is necessary but that a similar rise in 
longer-term rates can be avoided. 

* * * * 


EVELOPMENT of trading stamp business 

_/ probably has as many supporters as antagonists 

but one of the latest developments in this line shows 

how the hold of this type of trading is growing. The 

Goulston Discount Company has decided to give 

trading stamps as an incentive to prompt hire- 
purchase instalment payments on cars. 

Goulston ‘hirers’ will receive one book of Green 
Shield Trading Stamps (trade-in value about 15s) for 
each period of six consecutive payments made on the 
due date. If the H.-P. agreement is over a three-year 
period, the hirer will receive six books. The cost of 
the bonus will be borne entirely by Goulston which 
is one of the biggest H.-P. finance concerns outside 
the Finance Houses Association. 

* * e * 


On the subject of hire-purchase, but at very much 
the other end of the scale, Hawker Siddeley Aviation 
in collaboration with United Dominions Trust has 
introduced hire-purchase and leasing schemes which 
‘should be particularly attractive to British and 
continental business houses wishing to acquire the 
Hawker Siddeley 125 jet executive aircraft’ — a 500 
m.p.h. twin. jet miniature airliner. 

Under the hire-purchase scheme. the finance 
company meets almost the whole of the first cost and 
repayments can be over periods up to ten years. The 
leasing arrangement can also run for ten years and 
there are favourable ‘break terms’ in both cases. 

There is, however; no trading stamp bonus for 
prompt payments. 


RATES AND PRICES 
Closing prices, Wednesday, July 17th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 2}% 


Bank Rate 
Dec. 8, 1960 s% Mar. 8, 1962 54% 
July 26, 1961 7% Mar. 22, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 44% 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Treasury Bills 
May ro £3 148 sroz7d%  jJunei4 £3 138 8-12d% 
May 17 £3 13s oord% Junear £3 14s 1°84d% 
May 24 £3 128 8-63d% June 28 £3 145 osod% 
May 31 £3 128s 8-s0d% = July 5 £3 15s 3°21d% 
‘June 7 £3 138 653d% July12 £3 15s 666d% 
i Money Rates 
Day to day 28-3895 Bank Bills 
7 days . 2i-3876 2 months 3 4-3 2% 
Fine Trade Bills 3 months 3 i13 4% 
3 months 5—54% 4 months 15-387 
4 months 5-54 % 6 months 331-3 8676 
6 months 51-696 


l Foreign Exchanges 
New York 2:804 Frankfurt 1114$ 
Montreal 3:021 Milan 1741$ 
Amsterdam 10-084 Oslo 20'011 
Brussels 139771 Paris 13:721 
Copenhagen 19°33¢ Ziirich I2'1I 
Gilt-edged 

Consols 4% ` 713 Funding 3% 59-69 92 
Consols 24% i 46% Savings 39, 60-70 89d 
Conversion 6% 1972 105th Savings 3% 65-75 82d 
Conv'sion 54% 1974 102 Savings 24% 64-67 92% 


Conversion 5% 1971 100$ Tre’ry shit, 2008-12 102 


Conversion 33% 1969 942 ‘Treasury sis 86-89 964 
Conversion 33% 3 Treasury 3% 77-80 824 
Funding 54% 82-84 102} Treasury 34% 79-8: 814; 
Funding 4% 60-90 — 94$ reasury 2395 463 
Funding 3#% 99-04 713 Victory 4% 8% 
Funding 3% 66-68 — 92à War Loan 34% 63% 
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Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Fudgments, in 
' the ‘Annotated Tax Cases’. 


C.LR. v. Donaldson’s Trustees 
In the Court of Session — June roth, 1963 


(Before THe Lorp Presipenr (Lord CLYDE), Lord 
Carmont and Lord GUTHRIE) 


Income tax — Farming — Pedigree herd — Death of 
farmer — Whether trustees continued farming — Income 
Tax Act, 1952, sections 83, 124 (1), 526 (1). 

The testator had carried on farming at two farms, 
which he occupied as a unit, and the farming opera- 
tions were directed solely to the running of a pedigree 
Aberdeen Angus herd. The testator died in March 
1955. He had contemplated that the herd would be 
dispersed. when he died, and he had given a letter of 
guidance to his trustees in the matter. Within a few 
days of his death there was a meeting of the trustees, 
and two of them had already been in touch with a 
firm of auctioneers, who advised as to the best dates 
for sales of the herd. The trustees accepted this 
advice, and thereafter the operating of the farms was 
directed exclusively to the selling of the whole herd 
at the best prices, and to the disposing of the farms. 

It was contended by the appellants that the work 
done on the farms after the testator's death was the 
work of husbandry, and that the test as to whether 
a farm was wholly or mainly occupied for the pur- 
poses of husbandry, within section 526 (1) of the 
Income Tax Act, 1952, was the actual use to which the 
farm was put. For the respondents it was contended 
that the occupation of the farms during the period in 


question was for the purposes of winding up the. 


testator's farming business, and was therefore not 
for the purposes of husbandry, but for the termination 
of husbandry. The Special Commissioners decided 
in favour of the respondents. i 


Held: the Special Commissioners’ decision was 
correct. l 


Staffordshire Egg Producers Ltd v. Spencer 
In the Court of Appeal ~ June 21st, 1963 


(Before Lord Justice SELLERS, Lord Justice DONOVAN 
and Lord Justice RUSSELL) 

Income tax -— Industrial and Provident Society — 
Bonuses of paid-up shares in society — Whether deduct- 
ible as expenses — Income Tax Act, 1952, section 444. 
The appellant carried on the trade of egg grading 
and of an egg and poultry distributor. It bought 
most of its produce from its members, and gave them 
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bonuses in respect of these sales to the society. The 
rules of the society required that a member, other 
than a society or company, should hold at least five 
transferable shares; and the directors had power to 
charge such a premium for shares as would maké-«, . 
the amount paid by the member correspond to the 
market value of the shares. Rule 97 authorized the 


. directors to pay bonuses to members, and three- 


quarters of the bonus payable to a member could be 
applied to the purchase of fully paid-up shares in the 
society, until the member's sharebolding amounted 
to £500, and thereafter the whole of the bonuses had 
to be in cash. 'The directors capitalized a part of the 
bonuses in respect of each of the five accounting 
periods ended January 31st, 1958, and in computing 
the society's profits for tax purposes for each of the 
six years to January 31st, 1959, the full amount of 
the bonuses were deducted as expenses. hu s 

It was contended on behalf of the society that the 
bonuses were income of the members and were 
taxable on the members, and were deductible by thes ^ 
society under section 444 (2) of the Income Tax Act, 
1952. It was contended by the respondent that the 
capitalized portions of the bonuses were not deduct- 
ible, in that section 444 (2) related to cash distribu- 
tions only. The Special Commissioners decided that 
the subsection was applicable only to bonuses that 
reached the hands of the members in cash. 


Held (reversing the decision of Mr Justice Buckley): 
the whole of the bonuses was deductible. 


Brown (Burnett and Reid) v. C.LR. 
In the Court of Session ~ June 28th, 1963 


(Before Tue Lorp Presipent (Lord CLYDE), Lord 
CaRMONT and Lord GUTHRIE) - 


Se? 
Income tax — Earned income relief — Solicitor - Deposit ` ` 
interest — Clients’ money placed on deposit account — 
Interest therefrom — Loans to clients — Difference between 
interest charged and interest paid ~ Whether part of 
income of practice — Income Tax Act, 1952, sections 


` 123 (Schedule D), 148, 626 (1) (c). 


The appellant, a solicitor carrying on a large 
practice, placed clients! money on deposit and re- 
ceived interest thereon. He also made loans to clients, 
and there was a difference between the gross amount 
of interest charged on the loans and the gross amount 
of interest paid to the clients whose money was avail- 
able for the making of the loans. He was assessed : 
under Case III of Schedule D on the deposit interest. 
The clients to whom loans were made deducted tax 
at the standard rate on paying the interest on their ` 
loans to the appellant. ` 

The appellant contended that the deposit interest, 
and the amounts representing the difference between 
interest charged by him on the loans to clients and 
the interest paid by him to other clients, were income 
of the practice, and were earned income. It was 
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CLASS TUITION— 


H. Wl LYNCH & o Ln 


have pleasure in announcing 
that their programme of Class Tuition for the 
Autumn of 1963, under the supervision of 
experienced tutors, will include: 


INTENSIVE CLASS for the November Final Exami- 
nation of the Institute of Chartered Accountants 


A full-time, non-residential class held from 
September 2nd to November 22nd, 1963 


WEEKLY STUDY GROUPS for Intermediate and 
Final subjects of the Examinations of the Institute 
of Chartered Accountants held during 
September/October 1963 


WEEKLY STUDY GROUPS for each section of the 
Intermediate and Final Examinations of the Asso- 
ciation of Certified and Corporate Accountants 
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WESTBOURNE PARK BUILDING SOCIETY | 
pays interest at | 
d ON SHARE INVESTMENTS 1% SAVINGS ON DEPOSIT £5 
0 —equal to £6. 2. bd. where d GEN to £10 monthly) iul 
e. 





Income Tax is payable at 18s.9d. where Income 
Standard Rate. Withdraw- Tax is payable at Stan- 
als at short notice—up to dard Rat 

£100 on demand, 
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and the interest rate for HOME LOANS is 6% 


WESTBOURNE PARK 


Building Society Momber of the Building Soofeties Association 


OHIEFPFOFFICE: Westbourne Grove, London W.2. Tel: BAYswater 2440 (6 lines) 
LOCAL OFFICES: Ashford (Kent), Bournemouth, Croydon, Luton, 
Newton Abbot, Newbury, St. Albans, Southampton, Southend, 
Woodford, Worthing, and agencies throughout the country. 

Assets exceed £42,000,000 Reserves exceed £2,500,000 


phere’ and ‘Deposits in this Soolety are Trustee Investments 
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Miss Doris Munks and her colleagues thoroughly appreciate 
the versatility and automaticity of their Burroughs machines 
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a Burroughs pitch into a 
|» tarry problem 


ICASHIRE TAR DISTILLERS LIMITED produce 
1ed tar for road works, aromatic chemicals 
other tar products. 


rnvBLEM: For the accounting procedures to 
keep abreast of the technical advances in the 
laboratory and factory. 


SOLVED: With two Burroughs F1000 ll-register 
Alpha-Numeric accounting machines. 


METHOD: The machines handle Bought and Sales 
ledger postings, sales analysis, cheque writing 
and payroll.When posting invoices to the Bought 
Ledger, the register selection feature produces 
individual control totals of the purchases enter- 
ing into Works Costs. Factory payrolls are cen- 


Business depends on 


tralized and vertical payslips are completed 
simultaneously with Works Payroll and em- 
ployees’ personal record cards. 


RESULT: The smooth flow of accounting and 


statistical information within a system of fully 

integrated cost and financial accounts. 

Burroughs S $53. 
SJ $ 

from adding machines to computers 

Burroughs Machines Limited, 356-368 Oxford Street, London, W.1 

Telephone: HY De Park 9861 


Accounting Sales and Service facilities from 60 centres in 
Great Britain and Eire. Manufacturing in Scotland 
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contended on behalf of the respondents that both 
categories of receipts were interest and not earned 
income. The General Commissioners decided in 
favour of the respondents. 


Held: the General Commissioners! decision was 
correct. 


In re Chawner 
In the High Court of Justice (Chancery Division) 
July 2nd, 1963 
(Before Mr Justice WILBERFORCE) 
Estate duty — Aggregation — Equitable interests passing 
on death — Whether settled property — Finance Act, 
1894, sections 7, 16 (3) — Finance Act, 1954, section 33. 


The deceased was entitled to a life interest in an 
estate, and the ultimate trust was, in the events that 
happened, for his three children in equal shares. One 
of the children died intestate in 1934, and his assets 
—^tpássed to his father and mother in equal shares. The 
mother died in 1943, having by her will left the whole 
of her estate to the deceased absolutely. Immediately 
before his death, therefore, the deceased was entitled 
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to a life interest in the settled property; and subject 
thereto the capital was to go in three shares, one to 
each of his two surviving children, and the third 
share, through the estate of the deceased child, into 
the deceased’s own estate. 

It was contended by the personal representatives 
of the deceased (i) that an assent by the administrator 
of the son’s estate to the son’s reversionary interest 
passing to the deceased could be implied; (ii) that 
part of the settled property devolved on the deceased's 
personal representatives as 'assets for payment of his 
debts’, within section 16 (3) of the Finance Act, 
1894, as substituted by section 33 of the Finance 
Act, 1954; (iii) that on the death of the deceased, the 
settlement came to an end and his share of the settled 
property had no.longer that character; (iv) that that 
property was therefore 'other property within 
section 16 (3) as substituted. 


Held: (1) there were no grounds for implying an 
assent by the son's personal representatives; (2) the 
property coming into the deceased's estate was not 
assets for payments of his debts; (3) those assets were 
settled property when they reached his estate. 





Correspondence 


Letters must be authenticated by the name and address of 
the writer, not necessarily for publication. The Editor does 


not necessarily agree with, or hold himself responsible for, ` 
8 the opinions expressed. 


Advertising the Profession - 


Sir, — As a certified accountant engaged in public 
practice I should like to express my gratitude to 
Mr C. R. Shakespear for having so graciously and 
kindly acknowledged, in your issue of July 6th, that 
there are many who practise as public accountants 
and maintain the standards of the profession although 
they are not members of the Institute. 

Since the publication of the Institute's booklet, 
many have felt they are in a wilderness. They agree 
the ‘profession’, as defined by Mr Shakespear, should 
be advertised and at the same time the shortcomings 
of the ‘trade’ publicized, as this could and should be 
to the benefit of the ‘profession’.as a whole, and would 
help towards settling questions of regulation, stan- 
gd and fees, 

. ^" There are many who believe a ‘Practising Certified 
Accountants’ Committee’ should long since have been 
formed in the hope that the Council of the Institute 
would give some indication as to whether they would 
welcome talks with their representatives. I only wish 
the Institute would issue some authoritative statement 





as to what is required before the practising chartered 
and certified accountants might jointly set up a body 
to represent the "profession", 


In this district, certified accountants engaged in. 


public practice now meet regularly, and they would 
be only too pleased to join their practising brethren 


^ who are members of the Institute in an endeavour 


to sort out local practice problems. In recent months 
I have heard of several 'tradesmen' who have corn- 
menced practice in the Stoke-on-Trent area, and 
some united action is necessary to combat such 
unfair competition. This can only be achieved 3y 
the sensible method suggested by Mr Shakespear, and 
on behalf of my colleagues in Stoke-on-Trent, I 
should like to thank him most warmly and at the 
same time support his suggestion whole-heartedly. 

Y Yours faithfully, 

GUY S. PEARCE, F.a.c.c.a, 
Stoke-on-Trent. 


Chartered Accountants’ Benevolent 
Association 


SIR, — By the same post all members of The Institute 
of Chartered Accountants in. England and Wales 
recently received a notice of proposed increases in 
subscriptions, with effect from January rst, 1964, and 
an appeal to support the Chartered Accountants’ 
Benevolent Association. 

One of the reasons given for the increase is that 
separate subscriptions to the district societies will 
cease, thus making it necessary for the Institute to 
provide larger grants to each society. 

Some district societies already carry forward a 


- 
~ 
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handsome balance each year, not knowing how to 
dispose of their ever-increasing surplus, and the 
present change in administration presents a good 
opportunity for them to start their accounts afresh. 

If the Institute makes its first grant on the basis 
of anticipated expenditure and allows each society 
to disregard the balances in hand, the method of 
allocation would then be uniform for all and might 
encourage the societies to dispose of their surpluses 
to the Benevolent Association. 

This suggestion, if implemented, would give 
practical support to the Benevolent Association and 
would be an encouragement to those connected with 
it who work so hard for those less fortunate than 


ourselves. Yours faithfully, 
York. R. S. GODFREY, F.c.a. 


Institute Subscriptions 


SIR, — I have to report that I have recently held a 
‘union’ meeting with some of my fellow members of 
The Institute of Chartered Accountants in England 
and Wales to discuss the new subscription rates 
proposed. The report is factually true, but its con- 
tents are a sad reflection on the present-day activities 
of the Institute and its methods of extracting sub- 
scriptions from its members. 

I joined the Institute in 1948 and was then called 
on to pay an annual subscription of £3 35, the sole 
purpose of my membership being to maintain my 
"union card’, I have never had the opportunity to 
benefit from the multifarious activities of the Council 
except to receive a copy of the Members Handbook, 
which is interesting but not vital to my existence. 
We were then integrated with the Society, a measure 
which most people would have assumed would 
produce economies, but the subscription was 
promptly raised to £5 5s. Then when we were still 
wondering how the additional funds were spent, I was 
told that, whether I liked it or not, I was to be made 
a Fellow and my subscription was to be £6 6s, and 
now we are told that we are to pay £9 9s per annum 
from January 1st, 1964. We are also told that in 
all probability it will be necessary to raise sub- 
scriptions further in 1966. 

All this is a very heavy expense for maintaining 
one's ‘union card’. There must be a large number of 
members not in practice, including those ‘press- 
ganged' into becoming Fellows, who like myself are 
too far away or too busy to be able to take advantage 
of the so-called increased activities of the Institute 
which justify the increased subscriptions. Unfor- 
tunately, I have another engagement on the day of 
the meeting and cannot attend, but I would like to 
ask all members not in practice, and especially 
Fellows, to vote against the resolutions proposed and 
to call on the Council to put forward a more equitable 
formula by which those receiving the benefit from 
the additional expenditure would at least bear the 
brunt of it. 
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It is likely that if such a plan is put forward, there 
will be a movement to reduce the expenditure so that 
increased subscriptions will not be necessary. 

| Yours faithfully, 


Selling, D. S. BANNATYNE, B.A., F.C.A. 
Faversham, Kent. 


N 


P.A.Y.E. Tax Codes 


Sir, — The P.A.Y.E. income tax codes for the year 
1963-64 include alphabetical suffixes which create 
problems when carrying out P.A.Y.E. procedures on 
punched-card equipment and computers. 

. Finding an extra column for the fourth character in 
the code number in a densely packed punched-card 
may be difficult, if not impossible. Even 1f this column 
is found there will also have to be some changes in 
programming and possibly in the layout of stationery. 


Furthermore, letters ere generally not as convenient. — 


as numbers for autometic data processing purposes ` 
as they complicate card punching and reading. 

It is possible within one's own system to give a 
numercial code to the suffix (A=o, B-—1 and so on) 
but this is only practicable while not more than ten, 
or at the outside, twelve letters are used. If the 
principle of using letters is allowed to pass unques- 
tioned, it would be unwise to predict any restriction 
in its application. S 

“It is difficult to understand why alphabetical 
suffixes have been introduced, because the three-digit 
numerical P.A.Y.E. code system already permits 
up to 999 code numbers, A re-allocation of codes to 
eliminate the suffixes would only require 240 numbers. 

Possibly the Inland Revenue have some special 
reason for introducing the alphabetical suffixes, 
which I have missed, but from the data processing d 
viewpoint the move is a step backward and should 
be corrected as quickly as possible. 

Yours faithfully, 
CHARLES B. V. LADBROOK. 
- Newark, Notts. 


[The Inland. Revenue comment that for their part, 
it is the normal practice to increase the free pay value 
of codes following a Budget which changes the allow- 
ances generally applicable to pay-as-you-earn tax- 
payers, e.g. single and married personal allowances 
and/or the allowance for the National Insurance 
contributions of employed persons. An appropriate 
increase in the code value automatically grants the 
benefit of the increased allowances and in the great 
majority of cases the employee does not need to have his 
coding revised; he simply retains his existing coding. 
This year the value of Codes 5 to 68 has been increased 


by £64 (made up of the improvement of {60 inthe single w. 
personal allowance and {4 in the National Insurangg A 


contribution allowance); and the value of codes above. _ 


68 has been increased by £84 (£80 additional marie, 
allowance plus £4 National Insurance contribution 
allowance). This resulted in a gap of £64 free pay in a part 
of the code table where the only unused numbers were 
2, 3 and 4 and a gap of {20 between Codes 68 and 69, . 
where there were, of course, no unused numbers. 
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Normally a complete recasting of the code table would 
have been considered but in view of the volume of 
work arising from the tax changes announced in the 
Budget, the only practicable solution for the Revenue 
Y was to introduce codes with letter suffixes; this action 
avoided the recasting of the code table and the recoding 
of every taxpayer who had a number other than Code 
.o or Code I. i 
The Revenue express regret that the changes have 
led to considerable inconvenience for employers using 
computers and punched-card systems, and they say that 
the difficulties which such employers may experience 
will be borne in mind in the future. — Editor.] 


Return on Capital Employed 


SIR, Your contributor writing in your issue of 
July 6th on ‘Return on capital investment’ seems to be 
making unnecessarily heavy weather of a compara- 
tively simple affair. May I make it quite clear that I 

pwrite as a convinced believer in the value of this ratio 
and as an unrepentant supporter of the use of historical 
cost figures. 

First, why concern himself with this ratio at all in 
the case of X. After all, one cannot employ a capital 
to profits ratio if there is no capital. Who would 
suggest it would be used for a professional practice, 
for instance? Your contributor really answers this 
question himself, but without appearing to under- 
stand why. 

Secondly, the case of Y. Here is a clear case where 
departure from historical cost figures is nécessary, 
because the market value of the old factory can be clearly 
and definitely ascertained. ‘The profits and market 

. value of this factory are known. Can as good a return 
be achieved, after providing for depreciation, on the 
new investment as on the old? If so, the move is 

worth. while. It may still be worth while even if the 
return is reduced, if it offers a firmer base for future 
development and expansion. 

Thirdly, the use of the ratio in the case of Z. will 
help to determine the amount of profit available for 
distribution. If the investment is to be a continuing 
one, then sufficient funds must be built up to allow 
for replacement. As a guide for management, a return 

.can surely easily be calculated on the total cost, 
ignoring capital grants, and allowing for an increased 
depreciation charge. 

Lastly, I am afraid I cannot see the point at issue in 
respect of the investment in W.'s country. 'T'he ratio 
of profits before tax to capital employed is issued by 
‘financial pundits’ in the country as a criterion of 
performance. If the shares are marked down, then 
the company’s performance must compare un- 

-favourably with those of other companies. The ques- 

tidi of tax in this context is quite irrelevant. 

Si Yours faithfully, 

Hatch End, P. C. BANTING. . 

Middx. 


[Our Contributor writes: I am still confused. In X.’s case 
I agree that if there is no capital you can't use a return 
on capital ratio; and this means that the non-existent 
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ratio is not the best performance index — which is what 
my initial rhetorical question said. But it's not even as 
easy as that, because X. is a subsidiary of V., a quite 
ordinary manufacturing outfit, and V. in turn is a 
subsidiary of U. What return on investment should 
U. demand from V. consolidated? In more down to 
earth terms, is Simon Carves a better investment now 
that it has a factory than when it didn't? 

As for Y., there may be an answer if the auditor will 
allow the balance sheet values to fluctuate with the 
property market. But this is not the guts of the prob- 
lem. If a company can carry out a transaction of any 
sort with a sizeable capital gain and a smaller revenue 
gain (or even a small loss), the result will be a drop in 
the ratio. No one, I hope, is going to claim that the 
lower ratio will bar the transaction; if this be granted, 
is the ratio really all that it is ctacked up to be? And, 
as a slightly disrespectful comment, how can an 
‘unrepentant supporter of historical cost figures’ be 
arguing in favour of current values in the balance sheet? 

The solution put forward for Z. is a little baffling. I 
can certainly do the arithmetic, but I am doubtful 
about what it means. Suppose I get a grant equal to the : 
cost of the factory, and that after depreciation based on 
the cost I make only a 2 per cent return on the invest- 
ment (which I haven't, in fact, made). I think I would 
probably build the factory, because I get my 2 per cent 
for nothing and I can build a replacement factory when 
this one falls down. But 2 per cent is a derisory return in 
normal circumstances, and — the way most people keep 
their accounts — would lead to doubts about my sanity. 

And I am sorry to read these views about W. I 
always thought that the profession did quite well in one 
way and another out of differences between marginal 
rates of tax. I would be interested, for example, to see 
how orthodox accountancy deals with U.D.T.’s recent 
scheme for buying an aeroplane worth £200,000 so 
that it only costs you £35,000 (reported in The Sunday 
Times of July 14th).] 


C.L.R.P. Audit Controversy 


Sir, — The profession must indeed be satisfied with 
the endorsement given to the implicit purpose of 
appointment of auditors. 

It was clear that a fundamental principle was at 
Stake and now that this has been satisfactorily 
decided accountants have an opportunity of 
demonstrating their appreciation of the confidence 
reposed in them by resolving the problem which 
brought the affair to the notice of the public. From the 
documents published in this case it is clear that there 
is a considerable amount of doubt in both senior 
accounting and legal circles regarding the proper 
treatment and valuation in the balance sheet of the 
acquiring company of an issue of its shares in whole 
or part consideration of the cost of control of another 
company. 

The matter at issue between Cooper Brothers & Co 
and Turquand Youngs is one which affects a sizeable 
sector of the business community and an authoritative 
review would be welcome. 


Yours faithfully, 


Harrow, Middx. R. Y. KENNEDY, c.a. 
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Keeping Books Straight 


UN. extendable rod that enables one to convert the 
bottom drawer of a desk into a vertical-filing 
drawer; keep files, magazines and books firmly in 
position on shelves and to give the office a tidy 
appearance, has been introduced by Haltrac Ltd. 

Called Prop-It, it consists of spring-loaded tubes 
which can be adjusted to divide any shelf or drawer. 
Fitted at each end with soft plastic pads which will 
not scratch or slide, it stays firmly in position, but 
can be easily removed to accommodate increasing 
numbers of files or books. 

The Prop-It comes in two sizes: 8 in. expanding to 
I2 in. and ro in. expanding to 16 in. It is available 
in two grades; pattern plated steel or plastic-covered 
steel in a range of colours. 

Prices: PRi2, 2s 9d (standard), 
PR16, 3s (standard), 4s (de luxe).. 

Haltrac Ltd, 119-123 Sandycombe Road, Richmond, 
Surrey. 


3s 9d (de luxe); 





Prop-Its in use on a typical bookshelf. 


For Computing Dividend Payments 


N average output rate of 2,000 dividend warrants 
: an hour is claimed for the Amdee Addressing and 
Computing System, which consists of a small digital 
computer linked to an Addressograph embossed plate 
printer. 

With this equipment it is possible to compute the 
results of applying a declared dividend to an appro- 
priate shareholding, both before and after deduction 
of income tax at source, and to print out on each 
dividend warrant, via embossed plates and a small 
fifty-wheel printer, the name and address of the 
shareholder, the  warrant/register number, share- 
holding, gross dividend, income tax and net dividend, 
A feature of the system is that existing embossed plates 
can be easily converted to operate on Amdec. 

The system consists of three main units: input, 
processing and output. Both input and output are 
combined in a special r950 Addressograph Printer 
which incorporates a reading unit for scanning coded 
information, a print unit and a dual feed for con- 
tinuous stationery. The processing unit is a digital 
electronic computer (developed by Solartron for 
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Addressograph-Multigraph Ltd), which is connected 
by cable to the printer. The computer will operate 
four basic programmes which are built into it and can 
be selected before a particular run is begun. 

The input medium for each calculation is a standard 
addressograph plate; this has provision for the punching 
of code holes in the index-card (or upper) section. T'he 
remainder of the plate is embossed in the usual way. 
When the plates pass from the magazine to the print 
position, the coded holes are scanned by the reading 
unit and data are transferred to the computer which 
performs its calculation; this in turn is transferred 
to the printer for the result to be printed out alongside 
and simultaneously with the data embossed on the 


addressograph plate. zb REI 


Price: £32,000 (with one printer). 
Addressograph-Multigraph Ltd, Maylands Avenue, 
Hemel Hempstead, Herts. 


Hand-operated Burster 


NN the high-speed of modern punched-card 
processing and the consequent high output of 
tabulated multi-set stationery comes the problem of 
dealing with the output. 

If the tabulation run is an invoicing job, the ideal is to 
get the invoices and their copies on the move quickly. 
Therefore, the stationery needs to be burst and its 
copying carbon removed. Though theré are electrically 
operated machines for this work, they are expensive, 
Now, Punched Card Accessories Ltd are importing 
from America a manually operated burster. One knob 
sets the feed hopper and the bursting depth; forms 
from 3 to 11 in. deep and up to 15 in. wide can be fed. 
from a hopper which takes a stack 5% in. high. 

A companion unit — a Deleaver — will decollate the 
multipart sets and one-time carbons, 7 

Prices: Burster, £110; Deleaver £25. e 

Punched Card Accessories Ltd, 58 Victoria Street, ^ 
London SWr. 


For Speeding the Mails 


HE Neopost ‘205’ is the name given to a new 

electrically-operated franking machine designed 
for small and medium size organizations or branch 
offices of large companies that mail between fifteen to 
two hundred and fifty items per day. Two versions are 
available; the first offers instant selection of values 
between Ad and 4s 114d and costs £97 10s; the second, 
has a value range of $d to 9s 114d and costs £105. Both 
prices include a letter tray, carrying case, dust cover 
and label dispenser. Rental terms are also available. 


= 






The machine can deal with all types of letters eam 4 


labels for parcels; it is very simple to use but ope 
only when the envelope is correctly positioned; it~ 
provides automatic expenditure control by means of 
two easy-to-read meters which show the total amount 
franked and the credit balance. A lock prevents 
unauthorized use. 007 
Roneo-Neopost Ltd, Lion House, Richmond, 
Surrey. 


— M ' 
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Equipment 


Automatic Take-up for Creeds 


A PAGE Winder for the automatic rewinding of 
printed copy from a teleprinter is offered by 
| Creed & Co Ltd. This new accessory overcomes the 
| problem of the untidy accumulation of paper that 
occurs at teleprinter positions where operations do not 
| call for the removal of individual messages, It will be 
| especially useful, for example, in monitoring appli- 
| cations where a printer is employed to provide a 
| Se page record of all transmitted and received 
tratiic. 

T'he winder is a compact, motor-driven unit which 
automatically adjusts its take-up speed to that of the 
associated teleprinter and functions for both continuous 

r “wand intermittent operation. The capacity of the unit 
is sufficient to take a one hundred yard roll of single-ply 
message paper and the rewound rolls may be removed 
quite easily in a few seconds. 

Suitable for machine or wall mounting the winder is 
intended primarily for use with the Creed Model 

Seventy-five teleprinter where there is no lateral 
carriage movement. 


Price: £60. 


Creed & Co Ltd, Telegraph House, Croydon, 
Surrey. 


| Three Hundred Service Centres 


RA eT the telephone-answering system 
with dictation facilities, is now backed by a nation- 
wide network of servicing centres. 
Over three hundred branches of Radio Rentals Ltd 
" Ar» accept inquiries and undertake servicing of 
‘Recordacall installations throughout the country. 
Qualified maintenance engineers are available at all 
branches to provide prompt servicing. 


For Protecting Documents 


5s A RANGE of document holders designed for the 

protection of job-cards, time-sheets, blue-prints, 
drawings, work-cards, and other documents which 
might otherwise suffer from handling, is now available 
in acetate or p.v.c. 

Because the holders are transparent, all documents 
inside are easily visible, yet protected from oil, dirt and 
moisture. The holders come in twelve sizes ranging 
from 6 in. by 6 in. at £2 11s 2d per 100 (£1 14s 2d in 
p.v.c.) to 15 in. by 20 in. at £6 17s 8d per roo (£10 
4s 8d in p.v.c. — it will be noted that p.v.c. is more 
expensive in the large size). 

„The manufacturers are also able to supply holders in 
non-standard sizes and can handle orders for quantities 


' A from one hundred to 50,000 at short notice. They also 
| provide for such special requirements as the punching 
of holes (for fitting into binders), colours (for ease of 
| identification), silk screen printing, gold or foil blocking, 
eyelets, and openings either on the long or short sides. 


Celsur Plastics Ltd, 2 Glebe Road, Egham, Surrey. 
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Microfilming, Developing and Mounting 


HE stage has at last been reached in the field of 

microfilm cameras where one piece of equipment — 
Filmsort rooo Processor Camera — photographs an 
original, processes the film and mounts each frame in a 
punched card (the Filmsort Aperature Card). 

In a few seconds the machine produces mounted 
frames of microfim of originals up to 18 in. by 24 in. or 
four 8$ in. by rr in. forms at once. It is claimed that 
the camera can photograph both sides of any docu- 
ments in one operation; also, unskilled operators can 
use the equipment. 


— Price: £1,375. 
Minnesota Mining & Manufacturing Co Ltd, 3M 
House, Wigmore Street, London Wi. 


Cards for Microfilm . 


HE Microseal Corporation have introduced a new 
series of rapid retrieval filing cards specifically for 
records on 16 mm microfilm; these cards are known as 
Tab facs. 
Like all Microseal cards, Tab facs hold the negative 
between two i-thou. mylar transparent sheets in such 
a manner that the negative can be easily inserted or 


echt, Sa ` cotto XE 4 
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A prea deal of data can be filed within the compass of one 
punched card as can be seen from the number of microfilm 
frames in these three cards. 


removed but cannot drop out accidentally. This 
mylar pocket protects the film from dust and damage, 
yet it is unnecessary to remove the film from the card 
in order to make enlargements or duplicates. The cards 
can be processed in any standard punched-card 
equipment without adaptation, and print-outs can be 
made through the mylar pocket by any conventional. 
technique. 

Three sizes of Tab Jac cards are available with three 
5 in., 4 in., Or 3 in. channels giving storage capacity 
for 15 in., 12 in., or 9 in. of 16 mm film; for example, 
a 5 in. Tab Jac will hold thirty 16 mm frames. 

Prices on application. 


Müicroseal Corporation, 16 Gray’s Inn Road, London 
WCzi. 
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Notes and Notices 


THE IN STITUTE OF CHARTERED 
“ACCOUNTANTS IN ENGLAND AND WALES 


Special Meeting of Members 


A special meeting of members of the Institute will be 
held on Wednesday next, July 24th, at the Hall of the 
Chartered Insurance Institute, 20 Aldermanbury, 
London EC2, at 2 p.m., for the purpose of considering 
amendments to the Institute’s Royal Charter and bye- 
laws to give effect to proposals to increase admission 
fees and annual subscriptions. 


Notification of Examination Results 


A list of candidates successful at the May 1963 examina- 
tions of The Institute cf Chartered Accountants in 
England and Wales will be displayed at the offices of 
the Institute on Wednesday, August 14th. The list will 
be published in the issue of The Accountant dated 
August 17th. 

Subject to unforeseen circumstances, the following 
procedure will be adopted. 


(a) Each candidate may expect to receive by post: 
(1) at the earliest on Saturday, July 27th, a notice 
stating whether he has passed or failed, and 
(ii) at the earliest on Saturday, August roth, 
details of any prize or certificate awarded (and, 
in the case of.the Intermediate examination, of 
the place taken), or, if unsuccessful, details of 
his performance in individual papers. 

(b) Lists of successful candidates’ numbers will be 
received on Saturday, July 27th, at various 
centres throughout the country in order that they 
may be displayed. Any individual candidate 

- whose notice does not reach him by Saturday, 
July 27th, may make inquiries during normal 
office hours from any of these centres, either 
by making a personal call or by telephone. The 
Institute cannot give information of results by 
telephone or telegram and cannot entertain any 
inquiries as to whether results are available. 
Copies of the lists referred to above will, however, 
= displayed in the entrance hall at "Moorgate 

ace. 


PROFESSIONAL NOTICES 


Messrs ATKINSON, Frncu & Co, of Rugby, announce 
that Mr ARTHUR T. FINCH, F.A.C.C.A., has retired from 
the partnership, and that as from July 1st, 1963, they 
have taken into partnership Mr GERALD RODNEY 
BoLTON, A.C.A. The name of the firm remains un- 
changed. 

Messrs CRACKNELL, MEYNELL & STEPHENS, Certified 
Accountants, announce that they have vacated their 
City office, and all correspondence should now be 






56 VICTORIA STREET, LONDON, SWI 


JOHN FOORD & COMPANY 
REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


addressed to Mr A. MEYNELL, F.A.C.C.A., Certified f 


Accountant, 62 Friary Road, North Finchley, London 
N12. Telephone: Hillside 3149. 


Messrs DowwriNG Gorpon & Co, Chartered Ac- 
countants, formerly of 23a St James’s Street, St 
James’s, London SWri announce a temporary change 
of address during rebuilding and until further notice 
to 6 Bury Street, St James's, London SW. Telephone: 
Whitehall 2284]. 5 (unaltered). 


Messrs. A. J. EACERSALL & Co, Chartered Account- 
ants, announce that as from July roth, 1963, their 
address is 98 High Street, Sevenoaks, Kent. The 
telephone number (51711) remains unchanged. 


Mr W. 'T. KENNEY, F.A.C.C.A., announces that as 
from July 1st, 1963, he ‘has commenced practice on his 
own account at Argyll Chambers, 250 City Roada 
Cardiff. Telephone: 22218/51203. 


Messrs Rosson, Morrow & Co, of J "m c 
and the following South African firms announce that 
they have formed a separate firm under the name of 
Rosson, Morrow & PARTNERS, which will practise 
from 638 Eagle Star House, 7o Fox Street, Johannes- 
burg. The partners and firms are: Messrs L. W. 


Rosson, A. F. BrLaAck, F. G. Rice, B. K. NELSON. 


(Rosson, Morrow & Co); A. Dickson (ALEX. AIKEN 


& CARTER); A. KANE (SCHWARTZ, FINE, Kane & Co);. 


I. MACKENZIE (Geo. MACKENZIE & Co); E. G. Moore 
(STEWART STEYN & Co); A. P. H. Rees (Howanp PIM; 
Harsey & HaNps). 


Messrs SPROULL, Gopparp & Co, 


and Observer House, St Ann’s Road, Harrow, 
Middlesex, announce that Mr ROBERT SPROULL, LL.B., 


por m retired from the firm on May 31st, 1963. ' The 


practice will be carried on by the remaining partn 

Mr A. G. ELLIOTT, F.C.A., Mr F. J. HAMMOND, FCA., 
and Mr M. J. FOXWELL, A.C.A., who announce that as 
from June rst, 1963, Mr J. M. KING, A.C.A., and Mr 
A. C. SARGENT, B.A., A.C.A., who served his articles 
with the firm, have been admitted into the partnership. 


Messrs SwiNCHATT, WALLIS & Co, Certified 


Accountants, announce that on July 26th they will - 


close their Hendon office, and as from that date their 
address will be 19 Hall Lane, Chingford, London E4. 
Telephone: Silverthorn 2410. 

Messrs THURLOW, Boyce & Co, Chartered Account- 
ants, of 1 & 2 Holy Trinity Churchyard, High Street, 


Guildford, announce that their senior partner, Mr. 


E. T. THURLOW, J.P., F.C.4., who has been connected 
with the firm and its predecessor for forty years, 
retired from the partnership on June 3oth, 1963. He 
will continue to be associated with the practice in a 


Telephone: Victoria 2002 (3 lines) 


Chartered 
Accountants, of 28 Gt Queen Street, London WCa : 


uid ee 
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£ 
consultative capacity. They also announce that on 


July rst, 1963, Mr P. D. P. SMITH, A.C.A., was ad- 


mitted as a partner. T'he style of the firm will remain 
unchanged. 


NATIONAL PORTS COUNCIL 


Chartered Accountant Appointed Member of 
Advisory Panel 


Mr Ian W. Macdonald, M.A., C.A., chairman ‘of the 
National Commercial Bank of Scotland Ltd, has been 
appointed a member of the advisory panel to the 
National Ports Council. 

The panel, which is under the chairmanship of Lord 
Rochdale, has been set up by the Minister of ''ranport 
following the Government's acceptance of the main 
recommendations of the Rochdale Report. It will deal 
with the plans for the United Kingdom's ports until 
the necessary legislation has been enacted setting up 
the National Ports Council. 


, RATES INQUIRY 


The Allen Committee, which was set up by the 
Government last May to inquire into the impact of 
rates on householders, have announced that they are 
now prepared to receive evidence from the public or 
from any organization. Such evidence should be sub- 
mitted in writing as soon as possible to: The Secretary, 
Impact of Rates Inquiry, at either: Ministry of 
Housing and Local Government, Whitehall, London 
SW1, or Scottish Development Department, St 
Andrew’s House, Edinburgh 1. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


New Chairman 


Mr Norman Cassleton Elliott, F.c.a., a partner in the 
firm of Cassleton Elliott & Co, of London, has been 
elected Chairman of the London and District Society 
of Chartered Accountants 
for the year 1963—64. 

Educated at the Leys 
School (of which he is now a 
governor) and at Jesus Col- 
lege, Cambridge, Mr 
Cassleton Elliott served his 
articles with Mr A. B. 
Keefe, rF.C.4, of J. Dix 
Lewis, Caesar & Co, and 
was admitted to membership 
of the Institute in 1947. 
In the same year he became 
a partner in his present firm 
which was founded in 1917 





Mr N. Cassleton Elliott 


by his father Mr E. Cassleton Elliott, F.C.A., a former 
President of 'The Society of Incorporated Accountants. 

Mr Cassleton Elliott served in the Mediterranean 
as a Paymaster Lieutenant during the Second World 
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" War and was three times mentioned in dispatches. He 


was elected to the Committee of (he London and 
District Society in 1955 and has been one of its 
representatives on the ‘Taxation and Research Com- 
mittee of the Institute since 1959. In the latter year he 
acted as chairman at the Societys Management 
Accounting Conference held at Eastbourne. 


SHEFFIELD AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


At the eighty-first annual general meeting of the 
Sheffield and District Society of Chartered Account- 
ants held at the Grand Hotel, Sheffield, on June 27th, 
Mr W. B. Douthwaite, B.A., 
F.C.A., a partner in the firn 
of Joshua Wortley & Sons, 
of Sheffield, was elected 
President of the Society for 
the ensuing year. 

Born in Sheffield in 1911, 
Mr Douthwaite was educated 
at Haileybury and Lincoln 
College, Oxford, graduating 
in 1932 with second-class 
honours in jurisprudence. 
He was articled in May 
1934 to his uncle, the late 
Mr W. Bernard Douthwaite, 
a past president of the Society in 1924, and was admit- 
ted to membership of the Institute in 1938. He was 
admitted as a partner in his present firm in April 1939. 

Mr Douthwaite is a member of the Sheffield Club 
and Lindrick Golf Club. 

At the Society’s annual meeting, Mr Douthwaite 
proposed a vote of thanks to the retiring President, 
Mr C. E. Copley, B.SC., F.c.a., for the excellent way in 
which he had carried out his duties during the year. 
This was seconded by Mr A. G. Thomas, F.c.a. 

i erer officers for 1963-64 have been elected as 
ollows: 


Vice-President: Mr H L. Watson, F.c.A. 


Hon. Secretary: Mr J. M. Beard, F.c.a., Victoria Cham- 
bers, 22 Norfolk Row, Sheffield 1. 


Treasurer: Mr R. L, Emmitt, A.C.A. 
Hon. Auditor: Mr A, G. Bedingfield, F.c.a. 


Mr W. B. Douthwaite 


Annual Report 


The Committee’s annual report for the year ended 
December 31st, 1962, shows that membership de- 
creased over the year by two, making a total of sor. 
Since the Committee's last report, the transfer of the 
Society’s office and library to Victoria Chambers, 
22 Norfolk Row, has been completed and the necessary 


.office equipment purchased. The acquisition of the 


central office with permanent clerical assistance has, 
it is stated, proved beneficial to members and officers 
of the Society. 
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A comprehensive programme was arranged during 
the year and included a number of interesting lectures 
and two industrial visits — one to Firth Brown Ltd and 
the other to Hope and Anchor Breweries Ltd. 
Luncheon meetings were held in Sheffield, Chester- 
field, Doncaster and Rotherham during the year; these 
were all well attended, and, it is felt, have further helped 
to develop interest in the Society. 

Social functions included a successful dinner-dance — 
attended by 201 members, their ladies and guests — and 
the annual dinner held at the Cutlers’ Hall. The Golfing 
Society completed a successful season and a number of 
matches were played. 

During 1962, several prospective articled clerks were 
introduced to principals through the articled clerks' 
register, and members are invited to inform the Secre- 
tary if they have any vacancy or wish to recommend 
any person who is suitable and desires to become 
articled. It is pointed out that the Committee and the 
Institute recommend that members give consideration 
to providing articles for graduates, particularly those 
who have taken an approved accountancy degree. 


MANCHESTER SOCIETY OF CHARTERED 
ACCOUNTANTS 


The new President of the Manchester Society of 
Chartered Accountants for 1963-64 is Mr Vernon 
Eastwood, F.C.A., a senior partner in the firm of 
Hartley Turner & Son, Char- 
tered Accountants, of Man- 
chester. 

Mr Eastwood served his 
articles with his present firm . 
and became a member of 
the Institute in 1935. He has 
served as honorary secretary ` 
of the Society and as chair- 
man of its regional Taxation 
and Research Committee. He 
has also been honorary secre- 
tary and treasurer of the 
Manchester Chartered Ac-. 
countant Students" Society 
and is a past chairman of its Committee. He became a 
member of the senior Society’ s Committee in 1956. 

Mr Eastwood’s recreations include rifle shooting, 
trout fishing and painting. 

The new Vice-President of the Society is Mr D. N. 
Walton, ».C.A. 


Mr Vernon Eastwood 


ACCOUNTANTS’ CONFERENCE 


Addressing the annual conference of the Association of 
International Accountants at New College, Oxford last 
week-end, the chairman, Mr Edwin P. Hubbard, Sara. 
F.C.C.$., gave whole-hearted support to the recent 
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statement by The Institute of Chartered Accountants in 
England and Wales regarding the displacement of 
auditors. He emphasized that it was the duty of pro- 
fessional bodies to intervene where necessary in the 
defence of what was right and proper. E 
Papers were presented at the conference by: 

Colonel J. Graeme Bryson, O.B.E., T.D., J.P., M.A., Chief 
Registrar in Bankruptcy, Liverpool, Mr E. G. Hardman, 
F.C.I.S., Past President, The Chartered Institute of Secretaries, 
Mr F. H. J. Wileman, LL.B., F.c.c.s., Secretary, The Corpora- 
tion of Secretaries, Mr Percy F. Hughes, Editor of ‘Taxation’, 
Mr K. S. Carmichael, F.c.a.,. Mr H. W. Evans, H.M. 
Inspector of Taxes and Mr Kenneth Mines, F.A.I.A., F.T.I.I., 
Principal Editor, Tolleys ‘Income Tax Chart M anual’. 


NEW LONDON A.D.P. GROUP 


The first meeting of the recently constituted automatic 
data processing group of the Institute of Office 
Management will be held next Thursday, at 6.30 p.m., 
in the basement restaurant of ‘The Ship and Compass’ 


(opposite Fenchurch Street Station). The speaker will ~ 


be Mr T. R. Thompson, a director of English Electric- | 
Leo Computers Ltd, on ‘A realistic approach to the use 
of automatic data processing for management control.' 

It is intended that the group shall not confine its 
attention to computers only but shall cover all forms 
of automatic data processing. Anv interested readers 
will be welcome at next week's meeting, whether or 
not they are members of the Institute of Office 
Management, 

Honorary secretary of the group is Mr R. B. 
Blaxland, F.c.a., c/o The Orion Insurance Co Ltd, 
70—72 King William Street, London EC4, 


r 


CHARTERED ACCOUNTANTS GOLFING 
SOCIETY 


The Chartered Accountants’ Golfing Society played 
the annual match for the Pittman Challenge Plate . 


against a Students’ Society team at Ashridge Got, 


Club on July sth. 

After trailing three matches to two in the morning, 
the Students just got the better of the Chartered 
Accountants’ team by winning the last game, and the 
final result was a win for the Students by five matches 
to four with one match halved. 


ECONOMIC CONDITIONS OVERSEAS 
A further booklet in the 1963 series dealing with 
economic conditions in member and associated 
countries of the Organization for Economic Co-opera- 
tion and Development has recently been issued cover- 


. ing Turkey. Copies of the booklet are obtainable from 


H.M. Stationery Office, price 35. 
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P.L.A. Innovation 


HE report of the committee of inquiry, headed by Lord 
ROCHDALE, into the major ports of Great Britain was re- 
viewed in The Accountant of December 15th last. Among the 
accounting recommendations it made was one that ports should 
prepare their financial accounts on a replacement cost depreciation 
basis, the reasoning being that under inflationary conditions a charge 
for depreciation calculated on historical costs necessitated increased 
borrowings and interest charges when assets had to be renewed. 
The practical effect which this proposal would have had on the 
finances of the Port of London Authority is demonstrated in a 
supplementary statement contained in its accounts for the year 
ended March 31st, 1963, published in abridged form last week and 
which are due to appear in full at the beginning of August. In the 
statutory accounts, the surplus for the year was {957,000 after 
charging £1,780,000 against revenue for assets renewals and minor 
additions, provision for renewals of plant and machinery and 
stock (redemption) fund instalments and interest. From a pre- 
liminary assessment of the replacement cost of existing fixed 
assets, based on their likely lives, depreciation under the Rochdale 
recommendation would have been £3,590,000. Substituting this 
figure for the one charged, the surplus would then have become 
a deficit of £853,000. In striking this notional balance, no regard 
was had.to another recommendation that there should be a margin 
to permit of the.creation of reserves to cover such contingencies as 
premature obsolescence and the financing of minor improvements. 
The loss made on the revenue roundabout, however, would have 
been compensated by a handsome appreciation on the capital 
swings. Capital expenditure at the balance sheet date amounted in 
terms of historical cost to £52,588,776. If this had been shown on 
a written down replacement cost basis, with land included at a 
valuation, the corresponding total would have been £178 million. 
It is interesting to note that the supplementary statement is 
specifically referred to by the auditors who report that they have 
examined the methods used in compiling it and have found them 
reasonable. The conflict between accountants and economists, to 
which inflation gave rise, as to what constitutes real capital and 
real profit has never been satisfactorily resolved but, thanks to the 
enterprise of the P.L.A. in presenting both sides of the medal, 
albeit one is unofficial, the extent of the divergence in this instance 
has been quantitatively measured. The difference is so alarmingly 
large that it prompts the thought as to whether or not this optional 
exercise should. not become, in the interests of commercial 
accuracy, standard accounting practice. 
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Financing Local Government 


PROMISE by THE MINISTER op HOUSING 
AND LOCAL GOVERNMENT to relieve hard- 
ship arising from the 1963 revaluation 
made before the Allen Committee, which is ascer- 
taining the extent of such hardship, has drafted 
even a preliminary report is rather surprising. 
It can only be explained by the mounting con- 
stituency pressure on the Government and the fact 
that the Allen Committee can hardly hope to 
report before next year. The committee has first to 
define ‘hardship’ in a manner which is acceptable 
both to those whose rate demands have risen very 
sharply and also to those ratepayers or taxpayers 
who will ultimately bear the cost of relief con- 
ceded to the former group. That done, there 
remains the problem of ascertaining just how 
many householders come within the scope of the 
agreed definition. 

There is a real danger, however, that ‘the 
justifiable concern over the plight of a small 
minority of the population in respect of rates will 
distract public attention from a related but more 
important question, i.e. the future of the rating 
system itself. Since education costs alone account 
for over half the aggregate rate and grant financed 
expenditure of local authorities, the current 
insistent pressure for more and better educational 
facilities must inevitably force rate demands still 
higher. This trend will be reinforced by the 
growing number of old people who are the special 
responsibility of the local welfare services. How 
are such sums to be raised by local authorities? 

A report of a subcommittee of the County 
Councils Association leaves the reader in no 
doubt that it is beyond the capacities of the rating 
system to finance the existing proportion of future 
local expenditure. Nor is there any apparent 
alternative or additional source of revenue. It 
rejects proposals for local sales taxes and a local 
income tax because they are administratively 
impracticable, quite apart from their other defects. 
The subcommittee sees no future in the rating of 
site values. It examines impartially the recent 


proposal by Mr A. R. Iversic in Relief for Rate- ` 


payers (Institute of Economic Affairs, Hobart 
Paper, No. 20) that the principle of charges for 
services should be extended. to education but 


regards it as unrealistic in view of the current 
trend of political and social thinking. 

The only practicable solution, states the sub- 
committee, is an increase in the level of Ex- 
chequer grants. At present, general grants meet 
56 per cent of the relevant local expenditure; an 
increase to 70 per cent would mean a further 
£140 million of grant, although this would be 
reduced to £119 million by compensatory adjust- 
ments to the rate deficiency grant which 
currently covers 15 per cent of total local expendi- 
ture. Anticipating the obvious criticism that 
further Exchequer subvention must inevitably 
whittle away still further the remaining degree of 
local independence, the subcommittee retorts 
that ‘there is a case for examining critically the 
long-held views about the interrelation, if any, 
between the level of grant and the “independence” 
or "freedom" of local authorities’ According to 
the subcommittee, central control of local auth- 
orities is not really effected through the grant 
system. It notes that even though the specific 
grant has virtually disappeared, there has been 
no perceptible decrease in effective control at. 
key points. It is the opinion of the subcommittee 
that ‘the decision on the proper proportion of 
local authority revenue to be met respectively 
from rates and taxes depends not on a priori 
theories, but pragmatically on what is a reasonable 
burden for the rates to bear’. ‘Emotion,’ they 
say, ‘rather than reason, suggests that an increase 
in grant means a diminution of independence.’ 

The authors of this report deserve credit for 
forcing the public and others to examine the 
principles on which popular thinking on local 
government is currently based. If, however, the 
premises upon which the report’s recommenda- 
tions are based are fully justified, then there is a. 
need to examine not only the future of the rating 
system, but the form in which local government 
should operate. It is to be doubted whether the 


views of responsible full-time officials such as aa 


have prepared this report will be entirely accept- ~- 
able to councillors or even the electorate. As a 

preliminary to effective discussion on this vital 
issue, a wider circulation of this thought-pro- 


voking report would be desirable. 
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Annual Value versus Present V alue 


An Essay in the Practice of the First Best 


by E. J. BROSTER 


present value criterion or of the internal 

rate of return.’ So says Dr R. Turvey in 
his article relating to investment criteria, entitled 
‘Present value versus internal rate of return — an 
essay in the theory of the third best'. in the 
Economic Journal of March 1963. He finds these 
are two different criteria and rightly rejects the 


isse vier think in terms either of the 


~> latter for reasons which — to me at any rate — are 


not at all clear. The object of this present article, 
the title of which follows the lines of Dr Turvey’s 
puzzling title (perhaps it embraces a family joke), 
is to show that the best practice is as good as the 
economist's theory in criterion, and that it has 
some important practical advantages. 


Defining the Problem 


First, what is the problem that the present- 
value method is designed to solve. It is one that 
has been confronting cost accountants, and their 


^ kith and kin, the investment programmers and 


'efficiency auditors’, for a hundred years. Prob- 
ably not many have given it much thought, and 
..l must confess that until I heard Brockie and 
Grey speak out loud and bold in an article on 
"Ihe marginal efficiency of capital and investment 
programming’, in the Economic Journal of Decem- 
ber 1956, I was amongst the less thoughttul. 

Briefly, the problem is this: running or operat- 
ing costs and revenues can most conveniently be 
expressed in terms of annual rates, whereas 
capital expenditure, which it is often necessary 
to bring into cost accounts, is a capital sum. 
How can one add or compare such heterogeneous 
values? How can one reconcile them? It is at its 
most acute where, of the investment projects being 
compared, one involves the expenditure of an 
appreciably greater capital sum than another, or 
where the provision of an expensive piece of plant 
, Is designed to effect a saving in labour or other 
' operating costs. 

The ‘pay-off period’, as Dr Turvey points out, 
lacks academic respectability. But consider its 
practical respectability as a basis not of the invest- 
ment decision but of the decision to make or not to 
make a detailed investigation. You can imagine 


D 


the secretary and the accountant of an undertaking 
getting together with a few of the boys in attend- 
ance to decide whether it is worth while investi- 
gating both of two computers as alternatives, one 
costing £250,000, which would produce a roughly 
estimated net annual saving in operating costs of 
£50,000, and the other costing £200,000, which 
would produce a net annual saving in operating 
costs of £20,000. The pay-off periods of five years 
and ten years, respectively, together with the 
absolute magnitude of the estimated savings, 
indicate at once that the cheaper article would be a 
non-starter ; and thus a great deal of time is saved. 

Suppose the rough estimate of {50,000 a year 
saving for the more expensive computer is con- 
firmed as reasonably accurate, and suppose the 
estimated economic life of the computer is ten 
years, then the economist would take the present 
value of {£50,000 for ten years at, say, 6 per cent, 
ie. £368,005, and compare this sum with the 


capital cost of £250,000, and rightly declare the 


project justified. That is, he would convert the 
annual values to a capital sum to make comparison 


possible. 


Another Approach 


The cost accountant, on the other hand, to make 
his two quantities homogeneous, would approach 
the problem from the other direction. Just as 
every annual value for a finite or infinite number 
of years has a present value, so every present 
value or capital sum has an annual value. Indeed, 
the annual value for a years for a given rate of 
interest of a capital sum is equal to the annuity it 
will purchase for that number of years, be it 
finite or infinite, for that rate of interest. This is 
precisely how the cost accountant looks at the 
problem in the best practice, which will be found 
in British Railways, for instance, but not oddly 
enough in H.M. Treasury’s Organization and 
Methods Division. 

It goes without saying that the formula for 
converting a capital sum into an annuity is the 
reciprocal of the formula for converting an 
annuity into a present value. It also happens that 
this formula consists of two terms, where the 
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annuity is for a finite number of years, viz.: 
(a) the interest at the appropriate rate on the 
whole of the capital sum, and (5) the amortization, 
that is the annual sinking fund at the same rate of 
interest. The latter gives the annual sum that 
needs to be invested at compound interest to 
provide an amount at the end of the nth year 
equal to the capital sum. ' 

For the computer we have decided to install, 
and ignoring the practical considerations which 
render the annual-value approach superior to 
the present-value approach, and which I will 
return to in a moment, we have the following: 


Interest on £250,000 at 6 per cent 
Annual sinking fund at 6 per cent for ten 
years, £250,000 at 0:075868 per £ 


15,000 


18,967 





Annual cost of providing computer .. £33,967 








As a proportion of the net saving in operating 
costs of {£50,000 a year, this is 67:9 per cent, 
which, as you would expect, is exactly the same 
figure which the economists present-value 
method gives. That the annual-value and present- 
value methods always give identical results can 
be proved mathematically, indeed by nothing 
more complex than schoolboy algebra — practical 
considerations apart. 


Practical Considerations 


Now for the practical considerations. They are 
three. With the annual-vzlue approach, but not 
with the present-value approach: 


(a) different rates of interest can be used for the 
interest chárge and the annual sinking fund; 


(b) the capital sum chargeable for interest can 
be different from the capital sum to be 
amortized ; and 


(c) different lengths of life can be used for 
amortization for the several fixed assets that 
give the capital project a physical existence. 

Of these, the last is perhaps obvious, and needs 

no comment. But I would say this: that the 
present-value method wrongly assumes that all 
items going to make up the total capital outlay 
are entirely homogeneous. 'l'hey are not, or at 
any rate not often so, in the sense required by the 
present-value method. Tangible fixed assets have 
a wide range of lives ranging from three or four 
years to a hundred years or more for buildings. 
The annual-value method makes allowance for 
these different lives in the conversion process, the 
present-value method cannot. | 
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The second is really a special case of the last: 
in practice, the capital sum chargeable for interest 
is usually greater than the sum amortizable. 
Freehold land, for instance, is not amortizable, 
and the only charge on the purchase price plus 
legal fees etc. is the interest. There are other items 
of the same kind — all of a once-for-all character, 
such as the staff cost of changing over from a 
manual system tc a computer system. This is part 
of the capital outlay and is chargeable for interest 
but not for amortization, just as though its annual 
value were a perpetuity, which — provided the 
project has an indefinite life — in fact it is, since it 
would never be incurred again. 

The first practical consideration is more difficult 
to explain. It would, I imagine, never apply to the 
public sector, but only to the private sector. One 
can regard the two terms of the annuity formula 


as two separate ertities. The interest charge is the 


cost of the service of the capital sum which has to 
be paid by the firm to the lender. For this, the 
interest rate is that rate which the firm has to pay 
in the market, and this generally in the private sec- 
tor will exceed the gilt-edged rate by a figure 
which the market regards as an insurance against 
the risk of loss; in short it is the risk rate of interest 
particular to the firm, and it can conveniently be 
called the borrowing rate as distinct from the, 
lending rate. The lending rate is the gilt-edged 
rate, that is, the risk-free rate, which is used for 
the sinking fund charge, the assumption being, as 
I have explained previously in these columns, 
that the annual sinking fund charge is invested in 


s 


hy 


K 
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risk-free bonds, to save the complication of intro- ~~~" 


ducing into the costs an item to cover insurance 
against loss. The sinking fund is a means of pro- 
viding a fund for the renewal of the fixed asset 
or for amortizing a lease, or the project as a whole 
if it has a predetermined life. 

There is; finally, another advantage which the 
annual-value method has over the present-value 
method, and that is the difficulty of presenting 
present values to the business man who has to take 
the investment decision, and who understands 
only annual costs and annual receipts. He does not 
want to know anything about present values of 
annual profits, only the annual profits. 


Where the Present-value Method Scores 


Where the present-value method appears to 
score over the annual-value method — and I 
think we can agree now we are talking about 





1 Converting Capital Outlays in Investment Programming’, 
The Accountant, February 2nd, 1963. 
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method and not criteria, since both methods 
embody the same criterion — occurs when the 
estimated yield or return from a capital project 
varies from year to year. This does not happen 
often: estimating financial results is difficult 
enough without trying to foresee year-to-year 
fluctuations ; and the cost accountant and the rest 
are usually satisfied to assume a constant return. 
However, I have known it to happen, but usually 
it is one individual item of cost, saving or revenue 
that is responsible. The year-by-year growth of 


repair costs of road vehicles and machinery is 


usually too insignificant to trouble about: the 
fluctuations tend to fall within the margin of error 
of the estimates. But the staff saving following the 
introduction of a computer may be slow to 
develop, owing to the difficulty of disposing of 
salaried staff. -© > | 
When fluctuations are anticipated and esti- 
mated, the best practice is to present the estimates 
year by year, and to give what we can call the 
actuarial or discounted average cost, saving, or 
revenue and net return. This average is the annual 
value of the present value of the item. Where the 
return is greater in the early years of the 
asset's.life, this actuarial average is greater 
than the arithmetic mean, and where it is 
greater in the later years, the actuarial average 


‘is smaller. 


It is noteworthy that the actuarial average of 
an annual constant is equal to the constant itself, 
so that the use of the actuarial average for annual 
constants would not give the cost accountant's 

timates any additional academic respectability, 
and its calculation would be a waste of time. The 
reason for this identity is that, as I have already 
implied, the annuity which {1 will purchase is the 
reciprocal of the present value of a £x a year for 
any given rate of interest over any given period of 
years: if you think of an annuity, multiply it by x 
to give its present value and then by the reciprocal 
of x, you come back to the annuity you first 
thought of. 


Annual-value Method more Flexible 


On the whole, the annual-value method is more 
fiexible than the present-value method. Apart 
from the need for allowing for a difference 
between the borrowing and lending rates of 
interest, and differences in the lives of the assets 
and the project as a whole, you can adapt the 
former more easily to the purpose of determining 
the financial effect of obsolescence requiring the 
premature displacement of assets to be replaced, a 
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subject which I dealt with fully in my previous 
article in The Accountant. Furthermore, you can 
see more clearly what you are doing. And finally 
you can present the results of the investigation in 
a form which any business man could understand, 
and that, perhaps, is the most important practical 
consideration of all, although, as a reason, it has 
no academic respectability at all. 

To ask cost accountants — and business men to 
boot — to think like economists is scarcely 
reasonable, especially on a problem to which they 
— or some of them at least — found the right, that 
is, the academically respectable, solution many 
years ago. 

No. It is the economists who must change. 
Here is one field where economists could speak 
precisely the same language as practical men 
without giving away one iota of their academic 
respectability. 


* $ * 


Perhaps this article could scarcely be regarded 
as complete without a demonstration of the way 
the annual-value method is applied to a capital 
project of indefinite life involving fixed assets of 
different book lives. The accompanying table gives 
details of a hypothetical capital project of a kind 
that may be met with in many industries, in the 
public sector (different borrowing and lending 
rates of interest apart) as well as in the private 
sector. It will be seen that the net receipts amount 
to £36,297 a year, and the net revenue to nil; so 
that to apply the present-value method, the 
annuity of £36,297 would need to be discounted 
in such a way that its present value exactly equals 
the total outlay of £320,000, Can this be done 
without contrivance? 

I hope the advocates of present value as a 
method will take this as an invitation to demon- 
strate their method. First, if they disagree with the 
answer obtained by the annual-value method, let 
them say why. Then, whether they agree or not, 
let them demonstrate the application of present 
value to this example. It would not be sufficient 
to say how they would apply it, but actually to 
apply it, as I have applied the annual-value 
method. The net receipts of £36,297 a year belong 
indivisibly to the project as a whole; yet it scems 
the first task of the present-value advocate would 
be to allocate them over the several items of capital 
outlay and discount each part separately over the 
appropriate period of years or infinity to its 
present value. On what basis could the allocation 
be made other than the corresponding annual 
values of the outlays? 
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EXPANSION-DEVELOPMENT SCHEME 
— Life of project: indefinite 


Capital outlay, and lives and net replacement 
costs of fixed assets: 


Estimated 
net 
replacement 
cost 
dëi £ £ 
Freehold land including legal etc. 
costs . Sé ge .. 100,000 . 
Building, life 50 years 90,000 100,000 
Machinery: 
Mechanical, life 20 years .. 110,000 100,000 
Electrical, life 10 years 10,000 10,000 
Staff planning 10,000 — 
Total capital outlay . . £320,000 


Borrowing rate of interest: [0 per cent; Lending 
rate: 5 per cent. 
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Annual value method of assessing financial results 


Annual costs: £ 
Interest on outlay: £320,000 at 10 pe 
cent .. e a? - 32,000 


Sinking Fund depreciation on net re- 
placement cost — 
Building: 50 years at 5 per cent 


£100,000 at £:004777 per£ ` 478 
Machinery: 
Mechanical: 20 years at 5 per cent 
£100,000 at £-030243 
per£ — .. Em 3,024 
Electrical: 10 years at 5 per cent 
£10,000 at £-07950 
per£ — .. d 795 
Operating costs, repairs, etc. .. 300,000 
Total annual costs 336,297 
Annual Gross Revenue 336,297 . 
Annual Net Revenue bs p Nil 
Net receipts, i.e. gross revenue less 
operating and repair costs £36,297 


Back Duty Culpability, 
Penalties and Settlements - II ` 


by P. A. SMITH, A.C.A. 


Negligence 

ECTION 51, Finance Act, 1960, is a new power 

of recovery for an assessment to be made on any 

person for the purpose of making good a loss of tax 
attributable to his neglect. The section contains a 
little unconscious humour, which is rare in the 
Income Tax Acts and Finance Acts. In subsection 1, 
the definition of 'normal year' refers to any year 
within the last six years where an assessment has 
been made for the purpose of making good a loss of 
tax wholly or partly attributable to fraud, wilful 
default or neglect of any person. It is felt that a better 
one could be found for such a year than 
‘normal’, 


37. Briefly, section 51, Finance Act, 1960, states 
that where an assessment is made in order to make 
good a loss of tax wholly or partly attributable to 
fraud, wilful default or neglect within the normal 
time limit provisions, then the Commissioners may 


raise an assessment for the six ‘earlier’ years where. 


there is a loss of tax attributable to the client's neglect. 
If the Inland Revenue wish an assessment to be raised 
for any year before the first of the ‘earlier’ years, then 
they may only do so by obtaining the permission of 
The second part of a paper presented at the Oxford Summer 


Course of The Institute of Chartered Accountants in 
England and Wales. 


" the General or Special Commissioners and their 


application to those Commissioners must show that 
there are reasonable grounds for believing that tax for 
these years has been lost owing to the neglect of the 


person concerned. In this way the Inland Revenue | 


may, if they can show that tax has been lost owing 
to neglect, go back and raise assessments indefinitely, 
but in practice the Inland Revenue would not go back 
before 1936-37 under section 51, Finance Act, 1960. 
The reason why 1936-37 is the first year for which 
income tax assessments can now be raised under 
the provisions of section 47, Income 'l'ax Act, 1952 
(fraud or wilful default), is that the normal six-year 
time limit was first altered by the provisions con- 
tained in the Finance Act, 1942, which was not 
retrospective, so that 1935-36, being already out 
of date when the Finance Act, 1942, was passed, has 
remained out of date ever since. 


38. In section 63, Finance Act, 1960, ‘neglect’ is 
defined as ‘negligence or a failure to give any notice, 
make any return, statement or declaration or to 
produce or furnish any list, document or other 
information required by or under the Income 'l'ax 
Acts’. This definition does not mention the intention 
of the person concerned (although a reasonable excuse 


exonerates him), but it must be read jointly with : 


section 47 (3), Finance Act, 1960. It has been stated 
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in paragraph 32 that in the case of an innocent and 
inadvertent error a taxpayer may avoid penalties by 
remedying the error without unreasonable delay. 
Section 47 (3), however, goes on to say that if the 
error is not remedied without unreasonable delay, 
then the return, statement, declaration or accounts 
shall be treated for the purposes of this section as 
having been negligently made or submitted by him. 
It is obviously possible to make an error innocently 
and experience shows that the Inland Revenue do 
not seek to punish that. However, if a person has failed 
to do something and has known at the back of his 
mind that his failure is to his advantage, then that is 
at least neglect, and penalties cannot be avoided by a 
voluntary disclosure. If, however, ‘as a result of a 
back duty investigation a client is confronted with 
liability because of some error, which he genuinely 
did not know existed on his statements, or returns 
or accounts, then upon that error being remedied by 


' reason of the accountant’s report, it should be 


claimed that there has not been an unreasonable delay 
and exemption from penalties under the implications 
of section 47 (3), Finance Act, 1960, should be 
requested. 'This liability would have to be substantial, 
otherwise it would merely be a contributory factor to 
be taken into account for the settlement. 


Wilful Default 


39. The distinction between neglect and wilful 
default is really a question of intention. Some (very 
few) Inspectors of Taxes tend to regard negligence 
cases as wilful default and fail to appreciate that there 
is a real distinction between the two. However, in the 
Finance Act, 1960, section 47, Parliament distin- 
guished negligence and wilful default by making the 
penalty £50 per year plus 1oo per cent of the duty 


"1 lost for negligence, and {50 per year plus 200 per cent 


of the duty lost for fraud, which hitherto was classed 
with wilful default and still is, as for instance, in the 


time limit sections for assessments. This shows quite . 


clearly that there must be a very significant difference 
between neglect and wilful default. Both consist of a 
failure to take some action or other and it is the word 
‘wilful’ which distinguishes the question of default 
from neglect. In legal history there have been very 
few cases where wilful default has been considered, 
but two recent cases are of assistance and are men- 
tioned in paragraph 42 (post). 

40. ‘Wilful’ appears in one or two other contexts 
which have obtained a great deal more publicity than 
the fiscal version. The crime of wilful murder is 
often discussed in the Courts because the alternative is 
manslaughter, and the difference between these two 
crimes where one is wilful and the other not wilful is 
so very important. In those cases it is made quite 
clear that the person committing the offence must 
realize the exact result of his action for it to be 
wilful. l 

41. On a lighter vein there was the case when 
Leonard Hutton, as he then was, was given out in a 
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test match for ‘wilful obstruction’. This caused the 
leading Q.C.s in the country to write to The Times 
on the subject of ‘wilful’ and it became a very 
learned discussion of the word. It was apparent in 
all this correspondence that ‘wilful’ meant that when 
some action was taken by a person it was taken for a 
specific purpose with a specific object in mind. There 
are many cases of neglect where the lack of action 1s 
not taken wilfully, in other words the person who 
fails to give some information to the Inland Revenue 
does it carelessly, but not specifically in order to 
reduce his taxation. A distinction is difficult mainly 
because evidence of intention usually involves a 
person’s own statement of his motives, but it does 
exist and it is one of the points which causes much 
argument between the accountancy profession and 
the Inland Revenue in back duty cases. 


Fraud or Wilful Default 


42. Despite discussing in previous paragraphs the 
meaning of wilful default, it is necessary to take the 
phrase ‘fraud or wilful default’ together, because 
these words are linked together in section 47, Income 
‘Tax Act, 1952, and were only parted in section 47, 
Finance Act, 1960. There have been several cases 
of interest quite recently in the Courts. In Amis v. 
Colls ((1960) 39 T.C. 148)!, Cross, J., said ‘if someone 

ails to make a return and an estimated assessment is 
made in a sum which he knows to be insufficient, I 
think he is guilty of wilful default’. In. Wellington v. 
Reynolds (1962)*, Warrington, L.J.’s, judgment in 
Re City Equitable Fire Insurance Co Ltd (1925)? was 
considered. This was ‘if that act or omission amounts 
to a breach of his duty, and therefore to negligence, 
is the person guilty of wilful negligence? In my 
opinion that question must be answered in the nega- 
tive unless he knows that he is committing and 
intends to commit a breach of his duty, or is recklessly 
careless in the sense of not caring whether his act or 
omission is or is not a breach of duty’. It should be 
remembered that Re City Equitable Fire Insurance 
Co Ltd was not a tax case, and therefore the phrase 
‘wilful negligence’ has no special significance for tax 


purposes. 


43. In the Wellington v. Reynolds case, additional 
assessments were raised under section 47, Income 
Tax Act, 1952, on a husband in respect of his wife's 
business. These assessments could only be confirmed 
on the ground that the taxpayer (the husband) had 
committed fraud or wilful default, and the onus 
was on the Inland Revenue to prove it. The husband's 
evidence was that he knew nothing of any undisclosed 
profits from his wife's business. -T'he Commissioners 
found that the husband was guilty of fraud or wilful 
default, but the High Court reversed this finding on 
the ground that there was no evidence on which the 
Commissioners could find that the husband knew of 
the concealment. e 


139 A.T.C. 249; 240 A.T.C. 90; ^ * [1925] Ch. 407. 
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Failure to Agree on the Degree of Culpability 


44. Where the accountant and the Inspector of 
Taxes disagree as to whether a case is one of neglect 
or fraud, the position can be clarified by taking an 
appeal against the assessments before the Commis- 
sioners (although the amounts have been agreed), 
on the grounds that they are invalid if raised under 
section 47 (1), Income Tax Act, 1952. In these cir- 
cumstances the Inland Revenue would declare that 
the assessments had been raised either under section 
47, Income Tax Act, 1952 (fraud), or section 51, 
Finance Act, 1960 (neglect), or both sections as 
alternatives. In this way the facts of the case could 
be put to a body of Commissioners who have to 
decide whether the assessments should be upheld 
under one section or the other. A clear ruling could 
thus be obtained as to whether the case is one of 
fraud or neglect, even though there was no dispute as 
to the measure of the understated profits. Similarly, an 
assessment made under section 51, Finance Act, 1960 
(neglect), can be appealed against and taken before the 
Commissioners if the accountant and the Inspector 
of Taxes disagree as to whether the case is one of 
neglect or innocent error. Once: again a body of 
Commissioners would have to make a decision even’ 
though the amounts of understated profits were not 
in dispute, This procedure is sometimes of great 
assistance in clarifying the penalty position. 


Degree of Proof at Commissioners’ Appeal 
Hearings 


45. If the accountant and the Inspector of Taxes 
fail to reach agreement on the figures then the case 
may go to the Commissioners for hearing. There is 
some misunderstanding of the degree of proof 
required in these circumstances. In a criminal Court 
the prosecution must prove beyond all reasonable 
doubt that a person is guilty. Before the General or 
Special Commissioners the degree of proof required is 
‘the balance of probabilities’ (paragraph 1572 
Halsbury’s Laws of England), and this, of course, 1s not 
so onerous as the degree of proof in a criminal Court. 
This enables the accountant to put the facts before the 
Commissioners and allow the Commissioners to de- 
cide the balance of probabilities. The Commissioners 


do not require the matter to be proved to them beyond 


all reasonable doubt, but it is in questions of fact for 
them to decide the balance of probabilities. 


Responsibility for Accounts 


46. It sometimes happens that a taxpayer will 
disclaim all or part of his responsibility for accounts, 
which have been submitted on his behalf. It is a 
fairly rare occurrence, but is most likely to be put 
forward when a taxpayer is either illiterate or near 
illiterate. He usually claims that the accounts are 
beyond his comprehension. He will state that he relies 
completely upon his accountant producing correct 
accounts, and that even when the accounts are 
„presented to him by the accountant, he does not 
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study them or even look at them because he cannot 
understand them. Section 48 (3), Finance Act, 1960, 
deals with this situation and states ‘any accounts 


‘submitted on behalf of any person shall be deemed 


to have been submitted by him unless he proves that 
they were submitted without his consent or conni- 
vance’. This section is for the purpose of interpreting 
culpability under section 47, Finance Act, 1960, and 
therefore is specifically designed to deal with cases 
which the Inland Revenue claim come within the 
penalty provisions and the taxpayer is attempting to 
claim exemption from penalties on the grounds of 
non-responsibility, ‘Thus, in sole proprietor businesses 
or in partnerships, where annual general meetings are 
not usual nor minuted, the accountant should be 
careful to see that his client understands and accepts 
the accounts. It is recommended that the client should 
be asked to sign a certificate on the accounts to the 
effect that he has examined the figures and approved 
them for submission to the Inland Revenue. (See 
paragraphs 1 to 6, section Q2 of the Members’ 
Handbook.) 
Penalty Proceedings 


47. Section 56, Finance Act, 1960, provides that 
the Commissioners of Inland Revenue may institute 
proceedings either before the General or Special 
Commissioners or in the High Court (England, Wales 
or Northern Ireland) and in the Court of Session 
(Scotland). Certain legal officers of the Crown may 
also institute penalty proceedings and in England 
and Wales these proceedings may be instituted by the 
Attorney-General. Penalty proceedings for lesser 
offences, i.e. for a failure to deliver, furnish or produce 
anything to the Inspector of 'l'axes, may be instituted 
by him before the General Commissioners, without 
an order of the Commissioners of Inland Revenue. 
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Time Limit on Penalty Proceedings 


48. The general time limit rule to recover penalties 
is that proceedings may be commenced at any time 
within six years after the date on which the offence 
was committed (section sor (1), Income Tax Act, 
1952). This general time limit was extended by 
section 501 (2) in cases of fraud or wilful default, so 
that proceedings could be commenced at any time 
within three years from the final determination of the 
amount of tax covered by the assessment. Final 
determination is deemed to have occurred when the 
assessment can no longer be varied, whether by a 
body of Commissioners on appeal or by the order of 
any Court. This time limit has been further extended 
by section 54, Finance Act, 1960, to cases where a 
person is liable for tax charged in an assessment for 


any year, which is made not later than six years after 


the end of that year. This prevents the time limit for 
penalty proceedings from expiring while the amount 
of the tax lost is still under investigation. - 


Neglect Cases 
49. Sectión 54 (3), Finance Act, 1960, does not 
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extend the time limit for penalty proceedings to cases 
where tax is charged in an assessment made under 
section 51, Finance Act, 1960. The neglect cases are 
not covered by the extension in the provisions of 
section 501 (2), Income Tax Act, 1952, and therefore 
penalty proceedings can only be taken in these cases 
for the years that are assessed not later than six years 
after the end of that year. There is thus a very con- 
siderable difference in the time limits for recovering 
penalties in neglect cases and fraud or wilful default 
cases. It often happens in a neglect case that most of 
the years for which tax has been lost owing to a 
taxpayer's negligence precede the six years' time limit, 
and this is a further reason why, in cases of doubt as 
to whether a taxpayer has been guilty of neglect or 
wilful default, the assessment should be challenged if 
the Inspector of Taxes claims that they have been 
raised under section 47, Income Tax Act, 1952, even 
though the understatements of profits have been 


- agreed. It will then be possible to obtain a ruling from 


the General or Special Commissioners as to whether 
the assessments should be upheld under section 51, 
Finance Act, 1960, or section 47, Income Tax Act, 
1952. 
i Deceased Persons 

go. In the case of deceased persons assessments 
must be made before the end of the third year 
following the year in which the taxpayer died, and 
the years of assessment which are covered by this are 
those years ending not earlier than six years before 
his death (section 53, Finance Act, 1960). These 
provisions do not apply to cases where the taxpayer 
was a director of a company and the Inland Revenue 
seek to make assessments on the company, or where 
the taxpayer was a partner in a firm and the Inland 
Revenue seeks to assess the partnership. In both 
these cases the Inland Revenue have the normal right 


[to go back further than six years under either section 


47, Income Tax Act, 1952, or section 51, Finance Act, 
1960. Ás far as penalty proceedings are concerned 
section 56 (5), Finance Act, 1960, provides that where 
a deceased person has incurred any penalty for which 
proceedings could have been commenced against him, 
then such proceedings can be commenced against 
his personal representatives for the recovery of 
penalties as a debt due from the estate. The Inland 
Revenue are limited to taking proceedings against the 
estate and may not claim additional tax from the 
deceased's dependants, except perhaps in exceptional 
circumstances where the Inland Revenue can prove 
that the deceased knew he was bankrupt by reason 
of his tax liability when making dispositions to his 
family. Section 54 (3), Finance Act, 1960, does not 
extend the time limit to assessments made under 
section 53, Finance Act, 1960 (deceased persons), and 
therefore the position with regard to penalty pro- 
ceedings is that they may be commenced within six 
years after the date on which the penalty was incurred 
(section 501 (1), Income Tax Act, 1952), or within 
three years from the final determination of the tax 
where the penalty is determined by reference to tax 
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charged in an assessment for a year which is made not 
later than six years after the end of that year. 


The Pecuniary Settlement 


51. After the degree of culpability has been agreed 
between the accountant and the Inland Revenue and 
the amount of tax lost has been decided by reference 
to the agreed understatements of profits, due regard 
having been taken as to the years in date for assess- 
ment, then the question of an addition for interest and 
penalties has to be considered. 


Interest 


52. Interest is payable under section 58 of the 
Finance Act, 1960, in cases where the tax underpaid 
has been lost due to the fraud, wilful default or 
negligence of the taxpayer. This applies to income 
tax, surtax and profits tax but not excess profits tax. 
For interest to be payable under this section the 
degree of culpability is irrelevant as long as there is 
at least negligence. The rate of interest charged is 
3 per cent per annum simple calculated from the date 
on which the tax ought to have been paid until pay- 
ment. The Commissioners of Inland Revenue have 
powers to mitigate any interest under section 58 (7), 
Finance Act, 1960. Àn error in the drafting of the 
opening words of section 58 gives rise to a situation 
where no interest is payable, even where there has 
been fraud, wilful default or neglect, if the tax lost is 
collected by raising or confirming a first assessment. 
For interest to be payable the assessment must be 
made for the purpose of making good . . . a loss etc. A 
first assessment is not made for this purpose and the 
section, therefore, only applies to additional assess- 
ments made for the purpose of making good a loss 
etc., or assessments made under section 47, Income 
Tax Act, 1952, or section 51, Finance Act, 1960. 


Mitigation of Penalties 


53. General powers of mitigation of penalties are 
contained in section 500 (1) of the Income Tax Act, 
1952. In most back duty cases the penalties legally 
exigible exceed the amount that the Commissioners 
of Inland Revenue will accept in settlement. 'T'he 
question then arises as to what amount to advise the 
taxpayer to offer in order to settle the case. 


54. The Inland Revenue do not publish to the 
general public any scale of penalties according to 
degree of culpability and other factors. Obviously it 
would be unwise for them to publish such a scale 
because presumably it could alter at any time, and 
it would be very difficult to cover all the many differ- 
ent aspects and circumstances that arise in back duty 
cases. The Board of Inland Revenue do, however, 
attempt to be fair in mitigating penalties according 
to the particular circumstances of cases and they try 
to achieve uniformity so that a taxpayer committing 
an offence in Cornwall will be charged in approxi- 
mately the same way as a taxpayer committing a similar 
offence in Northumberland. 
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55. The Inspector of Taxes, when the tax lost is 
agreed, invites the taxpayer, through his accountant, 
to make an offer in settlement of the tax underpaid, 
the interest due, and any penalties to which the 
taxpayer is liable. It may embarrass the inspector if 
the accountant's reply is to ask the Inspector of 
Taxes what amount he will take to settle the case. 
The Inspector of Taxes may have to explain that he 
is not in a position to bind the Board of Inland 
Revenue, but he can, if the accountant persists, 
indicate what sort of a penalty loading the Board of 
Inland Revenue would be likely to accept. It is 
obviously better if the accountant is aware of the 
approximate penalty loading the Board of Inland 
Revenue are likely to accept. l 


Penalty Loadings 


56. In the next few paragraphs there are set out, 
according to the circumstances and merits of the case, 
and according to my. own experience, the percentage 
penalty loadings which would probably be acceptable 
to the Board of Inland Revenue. The figures quoted 
are not official, but have been gained by reference to 
numerous settlements which have been accepted and 
with which I have been concerned. 


Fraud or Wilful Default Cases 


57. First of all let us direct ourselves to cases of 
fraud or -wilful default because by far the largest 
number of this type of case occurs in back duty 
work. A penalty of 50 per cent of the evaded tax can 
be assumed to imply that the taxpayer has been guilty 
of fraud or wilful default, but there can be added to 
or subtracted from this figure, various percentages 
according to the circumstances of the case. It must 
be emphasized that each case is different and there 
are no rigid rules as far as these figures are concerned. 
The Board of Inland Revenue have the right to 
mitigate the penalties and if they do not accept an 
offer from a taxpayer they have the right to take 
penalty proceedings. The onus is therefore on the 
Board of Inland Revenue to accept or reject an offer, 
but because of their desire to be fair and to have some 
degree of uniformity these percentage rates have 
passed into more or less common use. 


Details of the Disclosure 


58. A voluntary disclosure is one where the tax- 
payer himself informs the Revenue, either through 
his accountant or personally, that there have been 
irregularities in his accounts, statements or returns. 
He must not be prompted to do so because the 
Revenue are asking searching questions, in which case 
he would not be given the full credit for having made 
a voluntary disclosure. In these circumstances where 
the taxpayer is prompted by conscience and volun- 
tarily approaches the Revenue in order to make 
amends, it is usual to deduct 1o per cent from the 


penalty loading. If the taxpayer immediately on being 


challenged by the Revenue instructs his accountant 
to make a full investigation and the report prepared 
by the accountant and submitted to the Revenue is 
complete, then this would rank as a full confession 
with co-operation, and an allowance of up to 10 per 
cent can be made from the penalty loading. However, 
if the taxpayer on being challenged by the Revenue 
continues to deny his guilt, or makes false statements 
when questioned by the Inspector of Taxes, or per- 
sistently conceals assets, then an addition will be 
made to the penalty loading. Similarly the Inland 
Revenue would take a serious view of a second offence, 
and an addition would be made, of 5 per cent to 
I5 per cent, depending on the seriousness of the 
offence. The worst cases, where, for instance, assets 
are concealed throughout the investigation and false 
statements are repeatedly made, would make the 
case one where the Revenue would seriously consider 
taking criminal proceedings. If criminal proceedings 
are taken no penalties would normally be payable, 
but interest exigible under section 58, Finance Act, 
1960, would be demanded. ` 


~ 


Type of Fraud 


59. The type of fraud and the responsiblity of the 
person committing the fraud is also a factor to be 
taken into account in assessing penalty loading. My 
experience leads me to believe that no addition to the 
basic penalties as described above need be made where 
the type of fraud was simple, e.g. taking cash out of 
the till or otherwise suppressing moneys which 
should have gone through the bustness and into the 
accounts. If, however, fictitious documents or 
fictitious purchase invoices have been used, or busi- 
ness receipts have been diverted with some difficulty 
into a private bank account, or there has been deliber- 


ate collusion, then the Inland Revenue would take à ` 


more serious view. If the person committing the 
offence was a professional man or a business man of 
standing, whose reputation would normally give him 
some immunity from suspicion by the Inland 
Revenue, then certainly the Board of Inland Revenue 
would expect a higher penalty. Once again, one could 
say that something between 5 per cent and 15 per 
cent would be added to the penalty loading to account 
for these features of the case. In the most serious 
cases the Inland Revenue would probably take 
criminal proceedings. 


60. It can be seen from the above approximate scale 
that the minimum penalty for fraud and wilful 
default is about 40 per cent. This is where a person 
has extracted cash from his business and has volun- 
tarily disclosed irregularities to the Revenue. In a 


similar sort of case where immediately on being 7 


challenged the taxpayer makes a full and frank 
confession to his accountant, then a penalty loading 
of approximately 40—45 per cent would be appropriate. 
Bearing in mind the remarks made earlier in this 
paper, it can now be seen how important it is for the 
taxpayer to give instructions to his accountant to 
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make a full investigation immediately he is challenged, 
and for that investigation to be so complete and 
accurate that the accountant can with confidence 
deduct the full ro per cent allowance for co-operation 
from the penalty loading. The maximum penalty 
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under the suggested scale is approximately Bo per 
cent, but if that were to be applicable it would be such 
a serious case that criminal proceedings would almost 
certainly be instituted. 

(To be concluded.) 


The Accounting World 


Topics of Professional Interest from Other Countries 


SOUTH AFRICA 


Training of non-White Accountants 


T is a remarkable fact that, in the seventy-odd 

years since accountancy as a profession was 
established on an organized basis in South Africa, 
there have, until very recently, been no non-white 
entrants to the profession. Recently, two Chinese 
passed the qualifying examination of the Public 
Accountants’ and Auditors’ Board and it is believed 


that at least one Indian and one African are serving ` 


under articles. 

It is realized in professional circles that this pitiful 
number of non-white entrants to the profession is 
woefully inadequate for the quickly growing needs 
of the ever-widening circles of non-white business 
enterprise that are being built up in South Africa. 
This need will be greatly accelerated with the 
establishment of Bantustans and the encouragement 
that is being given in many ways to non-whites — 
both Bantu and Indian — to develop facilities for 
trading and other business dealings amongst them- 
selves. 

The problem that confronts the profession, 
lowever, is that it is not possible, working along 
present lines, to ensure that non-white potential 
entrants to the profession will receive the same 
standard of training and education as do their white 
counterparts. In South Africa, articled clerks are 
required to attend one or other of the nine universities 
as part-time students for their first four years and to 
pass university examinations up to a high level, 
before being eligible to write the final Qualifying 
Examination set by the Public Accountants’ and 
Auditors’ Board. 

Eight of the nine universities are, by law, open 
only to white students while non-whites are required 
to attend their own ethnically based university 
colleges which are widely scattered ~ the ninth 
university is only an examining institution which, 
while it accepts all races as students, offers lectures 
on a correspondence basis only. On the training side, 
a practitioner having non-white articled clerks would 
find himself in the position that, because of various 
factors, he would be unable to keep such non-white 
clerks fully and gainfully occupied nor would they 
get as wide and varied a range of practical experience 
as would their European counterparts. 


The Public Accountants’ and Auditors’ Board has 
been discussing ways and means of giving non-white 


articled clerks an adequate education and training, 


with the aim of creating a reservoir of qualified 
accountants for the coming Bantustans. To aid it in 
its deliberations, it has been decided to issue a 
guestionnaire to all firms of practising accountants. 
The questionnaire asks for particulars of the facilities 
available in each firm for the training of non-white 
clerks; practitioners are asked to indicate whether 
they would be prepared to accept non-white clerks, ` 
possibly on a ‘sharing’ basis, and what degree of 
‘client-resistance’ they expect to encounter should 
they use such clerks. 

It will be most interesting to watch the develop- 
ments in this direction that must inevitably come 
about in the not very distant future. 


NEW ZEALAND 


Few Budget Concessions 


IMITED tax concessions amounting to £7 million 

a year were announced by the Minister of Finance, 
Mr Lake, when he presented the Government’s 
election year Budget to the House of Representatives 
on July rh, i 

The main cut is in income tax. From October rst, 
the present rebate of 5 per cent on assessed income 
tax which was introduced in last year's Budget will 
be doubled to ro per cent. The maximum rebate 
will be £roo annually, compared with the present 
£50. The Budget also increases widows’ exemption 
from estate duties, offers a production incentive to 
farmers and makes small increases in social security 
benefits and war pensions. 

It was also announced that the income tax exemp- 
tion of £25 for school fees and charitable donations — 
introduced last year — will be doubled to £50 while 
the exemption from duty on estates passing to widows 
is increased from {10,000 to £12,000. Most social 
security benefits, except child allowance (which 


remains at 15s a week), are increased by half-crown a 


week. No alteration has been made to company tax. 


Mr Lake said the main increases in Government 
expenditure for 1963—64. are in social services, interest 


and repayment of public debt, works and other 
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capital payments, and defence. Loans for the public 
debt, totalling £85 million, mature in New Zealand 
this year and £7 million in London. Mr Lake said that 
conversions to date had been successful and a 
favourable response is expected on further maturing 
issues. Total expenditure this year, including debt 
services, is estimated at £523 million, of which £444 
million will be found from revenue and the balance 
from loans and small savings. 

The Minister said that to foster the export trade 
the Government had agreed that certain export risks 
should be insured. Last year 150 per cent of export 
development spending was made deductible for tax 
purposes and now the Government would 'consider 
favourably’ exporters’ proposals for their specific 
deductions. 

Liberalization of all types of farm development 
spending for tax purposes is provided for. For three 
years the present {£400 limit on deductions for 
fencing, drainage, irrigation etc., is suspended so that 
these cost may be deducted from assessable farm 
income without limit. | 

Mr Lake announced an investment allowance of 
IO per cent on new agricultural and manufacturing 
plant and machinery delivered between September 
Ist, 1963 and March 3rd, 1965. The effect would be 
that over the life of a machine, the owner could charge 
against income 110 per cent of cost. This meant a 
rebate of Ze in every {100 for a company paying tax 
at ten shillings in the pound. Mr Lake said that taken 
in conjunction with special and normal depreciation 
charges the new investment allowance would enable 
30 per cent of the cost of plant to be written off in 
the first year of use and 60 per cent over the first 
four years. 


AUSTRALIA 


Australian Society's Annual Report 


HE annual report of the General Council of the 

Australian Society of Accountants for the year 
ended December 31st, 1962, records a substantial 
increase of 1,023 members during the year, bringing 
the total to 24,464. Of these, 2,538 are Fellows, 
20,134. Associates and 1,792 Provincial Associates. 

In the course of the report the General Council 
calls for efforts from members to improve the quality 
of financial information and states that students must 
be encouraged to prepare for greater responsibilities 
for service which could well involve far-reaching 
changes in curricula and experience requirements. 
Changes within the profession, the report adds, may 
be necessary to provide means for specialization in 
highly technical fields of accounting. 

Further progress, it is stated, was made during the 
year with the development plans for an overall 
survey of accountancy education in Australia. A 
statistical analysis of student performance at examina- 
tions of the Society was commenced and when 
completed will provide.a means of correlating results 
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achieved with standards of general education and 
teaching methods. Reports of surveys in other coun- 
tries have been examined and the findings noted for 
consideration in relation to Australian conditions. 
Fruitful discussions in laying the foundation to the 
teaching of accountancy in technical institutions 
emerged from the conference of representatives of 
accountancy departments in various institutions 
throughout the country held last year in- Adelaide. 


^ OVERSEAS TAX DEVELOPMENTS 


The following notes, prepared by the Foreign 
Section of the Inland Revenue Library and repro- 
duced by permission of the Board, supplement or 
amend the information in Income Taxes in the 
Commonwealth or Income Taxes outside the Common- 
wealth, 


Malta 


_~Lhe Income Tax (Amendment) Act, 1963, includes 


the following provisions: 
Surtax rates. — From the 1964 year of assessment 
these are increased to: 


£ s d 

First 2,500 .. Nil 
Next 500 .. 2 0 
i 800.54 3 0 

5; 500 .. is a ett $a A © 
» 500.. geg ne - - 5 o 

Ys 500 .. 6 o 
Remainder 6 6 


Deduction of tax at source. —'The provision for 
deduction of tax by paying agents from certain 
dividends and interest ceased as from May 1st, 1963. 

Foreign employees. — Special powers are taken for 
the collection of tax from individuals employed in 
Malta who are not domiciled there or not ordinarily | 
resident there. 


Ghana 


The Income Tax (Amendment) Act, 1963, has been 
passed with the following changes as compared with 
the Bill. 


Basis of assessment 


In the case of companies apart from newly-established 
businesses, the minimum chargeable income is from 
July 1st, 1962, to be 2} per cent of turnover (at 
present 2 per cent, Bill originally proposed r per 
cent as from 1961-62). 


Deductions allowed 

The deduction to be allowed for contributions by 
employers to approved pension, etc. funds com- 
menced to operate from July rst, 1962 (not 1961-62, 
as proposed in Bill). 
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Weekly Notes 


SMALLER COMPANIES DOING WELL 


igo latest survey of industrial production by the 
National Association of British Manufacturers, 
covering the second quarter of 1963, shows a rising 
- trend. It thus follows the pattern set: be the Federa- 
. tion of British Industries and the official index of 
industrial production. 

Two points, however, make the results of the 
N.A.B.M. survey significant. First, it covers the 
small- and medium-sized firms. The improvement 
of recent months has consequently gone right 
through the industrial structure. 

Second, the results are particularly favourable in 
the engineering industries, in chemicals, vehicles 
and building, notably in Lancashire and South Wales. 
Better reports also came from Scotland and the North- 
east. It has been in engineering, notably in the 


depressed areas, where recovery has been most 


sluggish since last autumn. : 

The question now remains: Is the improvemen 
in the depressed areas the upswing of the trade 
cycle (which would be expected to be pronounced 
in such localities) or are the special measures taken 
by the Government on their behalf beginning to 
have an effect? 


. OPINIONS ON THE WELFARE STATE 


REPORT entitled Choice in Welfare published : 


this week by the Institute of Economic Affairs 
contains the results of a survey carried out on the 
Institute's behalf by Mass Observation. Its purpose 
was to get the opinion of a sample of the public on 
the services offered by the Welfare State at the tax- 
payer's expense, and the surprising outcome is that 
between one-half and three-fifths of the people 
interviewed were in favour of allowing individuals 
to contract out of State schemes for education, 
health and pensions, or of confining the services to 
people in need. 

The survey was conducted in the spring of 1963 
with a sample of 2,005 male, married heads of 
households aged between 21 and 64 and selected 
.by quota. In an introduction to the report the 
remark is made that in Government-organized goods 
and services where consumers have little or no 
opportunity of indulging preferences, little or no 
effort is made to seek their views, except by reference 
to pressure groups and political exercises of one kind 
or another. It goes on to say later: "This division of 
opinion between State universalism and personal 
selection, even if only approximate, seems to question 
the general assumption (based on no published 
evidence) that interest in private services is confined 
to a relatively small minority.’ 
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Further work has to be done on the survey and 
there may be comments yet to come about the ade 
quacy from a statistical point of view of the quot 
system of sampling. One thing the investigation does 
strongly suggest is that another should be conducted 
based on those who are not heads of households and 
where the sample is preponderantly female. 


HIGH JUNE EXPORTS 


N June, exports from the United Kingdom were 

£345 million. As a result exports for the first six 
months of the year were running 5 per cerit above the 
1962 average while imports were only 3 per cent 
higher. If this trend continues the target set by the 
National: Economic Development Council of an 
increase of 5$ per cent per annum is within the capa- 
city of the U.K. economy in 1963. It is now possible 
that in the second quarter of this year the U.K. 
may have had a visible balance in its balance of pay- ` 
ments although a smaller one than in the first quarter. “$ 
The visible balance in the first quarter of this year 
was put provisionally at {59 million and in the 
second quarter of 1962 it was £31 million. 

It now remains to be seen whether the resilient 
performance of exports causes a more than corres- 
ponding increase in imports. So far the trend of 
imports has been encouraging, for despite re-stocking 
of fuel oil reserves after the severe winter and the 
very big rise in sugar prices (which is expected to 
have raised imports by {15 million in the second 
quarter of this year), the level of imports has been 
kept down. Sterling faces the critical third quarter ` 
of the year (when there is usually pressure on the 
pound if it comes at all) in a highly satisfactory con- 
dition. 


EMPLOYERS' MERGER Deeg 


HE proposals for a merger of the Federation of 
British Industries, the British Employers’ Con- 

federation and the National Association of British 
Manufacturers, which were referred to in ‘Weekly 
Notes’ last week, have been taken a step further with 
the appointment of Mr Henry Benson, C.3.E., F.C.A., 
and Sir Sam H. Brown, solicitor, as joint commis- 
sioners to advise on the constitution of a National 
Industrial Organization to embrace all three bodies. 

It has been announced that the purpose of the new 
organization will be to provide for industry the 
means of formulating, making known and influencing 
general policy in regard to economic, fiscal, commer- 
cial, labour, social and technical questions, and to . 
act as a national point of reference for those seeking 
industry's views; to develop the contribution of 
industry to the national economy;’ to encourage 4 
industry's efficiency and competitive power, and to 
provide advice, information and services to British 
industry to that end. 

The Councils of the existing organizations will in 
due course be invited to study the recommenda- 
tions of the Commission, and if necessary to suggest ` 
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modifications which would make the proposals accept- 
le. Thereafter they will be invited to appoint 
ommittees or individuals to prepare detailed plans 
for setting up the new organization, and the winding 
up of the old organizations. 

Mr Benson, who is a partner in the firm of Cooper 
Brothers & Co, Chartered Accountants, of London, 
has held a number of Government appointments, 
among them being the deputy chairmanship of the 
Fleck Committee on the organization of the National 
Coal Board; membership of an advisory committee 
on the structure, finance, and working of organiza- 
tions under the British 'Transport Commission, while, 
recently, he has conducted an inquiry into the 
Northern Ireland railway system. 


D 


NORTHERN IRELAND RAILWAYS 


S a further inquiry to be undertaken by Mr 
Henry Benson, C.B.E., F.C.A., is announced (see 
previous note) there comes the publication of Mr 
Benson's report on the Northern Ireland Railways. 
Mr Benson, who was appointed by the Northern 
Ireland Government in 1962 to investigate the position 
of the railways in Northern Ireland, recommends 
that the entire railway system should be reshaped so 
as to operate only a passenger service with facilities 
for carrying mail and passenger parcels on the follow- 
ing commuter lines: Belfast — Larne Harbour; 
Belfast — Portadown - the border; and Belfast — 
Bangor. In the Beeching manner, he suggests that 


" the whole of the remaining services of the railway 


system should be closed. 

Mr Benson also recommends that steam traction 
should be abolished; and that the closure programme 
and the reorganization of the railway system should 


71^ bé planned to be completed in about four years. 


^3 


‘SHORT’ INTEREST AND TAX 


"HE anomalous position of interest which is paid 

out of taxed income but is not 'annual' interest 
was highlighted in the judgment of Wilberforce, J., 
last week in C.I.R. v. Frere. 

Sections 2 (2) and $24 (3) of the Income Tax 
Act, 1952, permit a surtax payer to deduct, from his 
total income, the payments which he makes under 
deduction of standard rate tax. If he pays annual 
interest out of taxed income section 169 permits him 
to pay it under deduction of tax; in the case of all 
interest ('annual' or not) he is bound to deduct tax 
when the interest is paid otherwise than out of taxed 
income, It seems there is neither right nor duty to 
deduct tax from 'short' interest paid out of taxed 
income. 

This was the somewhat unenviable position of 
Mr Frere. He had borrowed money from a certain 
company in circumstances in which be admitted that 
the interest thereon was not 'annual' interest. He 


! Cmnd 458. H.M.S.O., Belfast 4. Price 8s 6d net. 
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also admitted that the interest was paid out of taxed 
income, Although he had in fact deducted income 
tax, it was held that he had had no right to do so, and 
that accordingly the interest was not deductible in 
arriving at his total income for surtax purposes. Of 
course, if the interest had been paid to a bank or 
stockbroker then he could have had relief under 
section 200 of the Income Tax Act. Thus the position 
is that the short interest is income in the hands of the 
recipient but is not a deductible item for the payer. 
The case is particularly poignant in that Mr Frere 
lent some of the borrowed money to someone else, 
and had to pay income tax and surtax on the interest 
he himself received. 


TAKE-OVER COMPENSATION NOT 
DEDUCTIBLE 


HE Inland Revenue had a double victory on 
July ryth when Wilberforce, J., allowed their 
appeal against a decision of the Special Commission- 
ers and dismissed the appéal of the taxpayer, George 
Peters & Co, in the same case. The company had been 
taken over by Friary Meux and had paid £46,000 
compensation for loss of office to its five directors. 
The Special Commissioners’ decision that this was 
not a deductible expense was upheld. A subsidiary 
company, J. J. Young & Son, was also taken over and 
£33342 was paid in compensation to redundant 
employees of that company. Here the Special Com- 
missioners held that the £33,342 was deductible but 
Wilberforce, J., reversed their decision. 


INSURANCE COMPANIES’ ASSETS 


N= statistics of insurance companies’ assets 
were presented in last week’s issue of the Board 
of Trade Journal. The statistics, which include 
separate figures for life insurance funds and for 
general funds, underline the importance of the 
financial role of the insurance compariles. Their 
purchases of assets in 1962 amounted to {1,628 
million and their receipts from sales of assets were 
£1,105 million. Thus during the year the volume of 
new investment flowing on to the market from in- 
surance companies amounted to £523 million. Of this 
total £484 million represented new investment of 
life insurance funds, or 27 per cent of all personal 
saving in 1962 as recorded in the national income 
accounts, 

Holdings of assets totalled nearly £7,700 million in 
1962, although the significance of this figure is 
imprecise since public sector securities - Government, 
local authority and public corporation stocks — are 
shown at nominal values while other assets are at 
book values. Because of these differences in valuation 
the proportions of total investment shown as in 
Government securities (26 per cent) and in local 
authorities’ securities (5 per cent) are higher than 
they would be if all assets were, say, at market prices, 
The article estimates that perhaps 14 per cent of 
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the nominal value of all Government securities on the 
market are held by the insurance companies. 

Net investment of life insurance funds in Govern- 
ment stocks in 1962 amounted to £136 million, and 
it is clear that the insurance companies acquired a 
considerable portion of the new securities issued for 
cash by the Government during the year, which 
amounted in total to £599 million. But apart from 
this investment in Government securities — for the 
first time since the end of the war companies' holdings 
of Government securities increased not only in total 
but also as a percentage of all their investments '- 
there were considerable adjustments to existing 
portfolios of Government securities. The greatest 
weight of Government securities investment, both 
so far as holdings and transactions of life funds are 
concerned, falls on long-term redeemable securities 
with more than fifteen years to run to maturity. Net 


investment in these securities in 1962 amounted to. 


Í243 million, the balance between purchases (^ 
£605 million and sales of £362 million. This high 
level of dealing reflects both the ‘switching’ operations 
of companies to take advantage of anomalies in the 
prices of individual stocks as well as adjustments of 
portfolios to the change in the level of interest rates 
and the shape of the yield curve on Government 
securities which took place in 1962. In addition the 
large net purchases during the year were part of the 
strong home demand for gilt-edged securities, partly 
to take advantage of higher yields while they were still 
available and partly because the prospect of equity 
securities remained uncertain. 


CITY FIRM’S GARDEN 
HE London Consistory Court has given leave for 
a licence to be granted to Messrs Sydenham, 
Snowden, Nicholson & Co, Chartered Accountants, 


of Martin Lane, London EC4, to convert the disused . 


churchyard of St Martin Orgar, adjoining the firm’s 
premises, into a private garden. The licence is for a 
period of twenty-one years for the sum of {200 per 
annum. 

Mr A. G. W. Scott, F.C.A, a partner, told the 
Court that the firm had ten partners and ninety 
employees. They proposed to lay out the churchyard 
with lawns and flower beds, the anticipated cost being 
at least £1,000. The rector and churchwardens would 
be allowed access to the garden but not the general 
public. 

The church of St Martin Orgar was destroyed in 
the Great Fire in 1666 and was never rebuilt, the 
parish being united with that of St Clement's, East- 
cheap, in 1670, Giving evidence, the rector of St 
Clement's said that the churchyard of St Martin 
Orgar had always been closed within living memory 
and it was in a neglected and overgrown state, mainly 
owing to lack of financial resources. According to the 
196r: census of population, there were thirty-three 
parishioners but only six of them could be traced. 

The Chancellor of the Court authorized the grant 
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of the licence on the understanding that rights o 
access.to the garden were shared with the rector a 
churchwardens, together with such parishioners 
might be authorized to enter the churchyard by th 
rector, with the consent of the firm, such consent not 
to be unreasonably withheld. 


COMMON MARKET LAW REVIEW 


po pea began last week of the Common 
Market Law Review under the editorship of 
I. Samkalden, Professor of the Law of International 
Organizations at the University of Leyden, and 
Dennis Thompson of the English Bar. The editorial 
board includes Lord Justice Diplock and Mr Justice 
Wilberforce. The work will appear in four parts per 
annum at a price of 25s per part, and is available from 
Stevens & Sons Ltd, of x1 New Fetter Lane, 
London EC4. 

The object of the publication is to provide a forum "1^ 
in which experts will expound legal developments 
inside the Common Market for the benefit of English 
readers, and experts in United Kingdom law will 
expound subjects which are applicable both in Europe 
and in Britain. There is an interesting article by 
Kenneth Johnston, Q.c., on the draft European Patent 
Convention which formulates a scheme by which in- 
ventions may for the first time obtain true international 
protection in the six countries. A lecturer in law at 
Birmingham University has contributed an article on 
company law reform in Great Britain, and there is an 
article by another Leyden professor on the har- 
monization of turnover taxes in the Common Market. 
Altogether this first part covers some 109 pages and 
roams over a. number of topics of interest to the 
lawyer and the business man in Britain and on the 
Continent. capra 


BUILDING SOCIETIES’ STATISTICS 


ART 5 of the Report of the Chief Registrar of 
Friendly Societies (H.M.S.O. 4s 6d) deals with 

the work of his department in relation to building 
societies and the business transacted by these societies 
during 1962. | 

During the year the total assets of all societies 
increased by the record figure of {£379 million to 
£3,815 million compared with an increase of f 270 
million in 1961. Receipts by way of subscriptions to 
share and deposit capital and loans (excluding bank 
loans etc.) increased by £156 million to £776 million; 
withdrawals rose by £14 million to £537 million. 
With the addition of interest the share, deposit and 
loan capital increased by £361 million as against ane 
increase of {203 million in 1961. - "i 

The average rates of interest calculated on mean 
balances were 3:70 per cent on shares and 6-61 per 
cent on mortgages (3.54. per cent and 6-28 per cent 
respectively in the previous year). 

The amount of £613 million advanced on mortgage 
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set a new record, being £67 million more than that 
advanced in 1961 and {53 million more than in 1960, 
the previous record year. At the end of the year there 
were 2,510,000 borrowers holding 2,538,000 mort- 


ae gages; the average mortgage debt was £1,237. 


The report shows that 647 building societies in 
England and Wales, and thirty-four in Scotland, were 
on the register at the end of 1962 — an increase of three 
during the year. In the previous year there was an 
increase of four societies and in 1960 an increase of 
thirteen; the effect of the more stringent requirements 
of the 1960 legislation is therefore readily apparent. 

Societies are empowered to invest their surplus 
funds only in the manner laid down by the Building 
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Societies (Authorized Investments) Order, 1962, and 
the report states that examination of annual returns 
disclosed that twenty societies had invested funds 
otherwise than in the manner laid down. Eighteen of 


.these societies had invested in medium- or long-dated 


investments when short-dated investments of the 
required amount, viz. 7$ per cent of the society's 
assets at the end of the last financial year, were not 
held. Ten societies had made secured loans to local 
authorities for longer periods than allowed and six 
had purchased quoted investments of too long a date. 
The report emphasizes the need on the part of the 
managements of societies to have careful regard to the 
Order when making new investments. 





by An Industrious Accountant 


CHAPTER 182 


Y secretary brought in the morning post on the 

dot of 9 a.m., sat down opposite me, and pro- 
ceeded to open it carefully. Meantime I sorted out 
the previous day's flotsam and jetsam of unfinished 
business. ‘This included the almost completed stuff, 
and the lunatic fringe of odds and ends lying there for 
days now. There were insurance circulars, reports 
about long outstanding debts, notes on expense- 
budget variations . . . all the pernickety things which 
perhaps won't need positive attention if one can 

ostpone dealing with them a little longer. 

| he job of dealing with the post has been brought 
to a fine art. Together we sort the correspondence 
rapidly into different bundles, There’s one for filing, 
one for items passed to my subordinates for attention, 
one for special items for which the subject files must 
be produced ... and, of course, the waste-paper 
basket serves as an immediate repository for sundry 
circulars. Other letters can be answered on the spot. 
By 9.30 a.m. we're over the hump and my secretary 
can complete the distribution. 

Just then the office manager came in. He had that 
sort of flushed and flurried look which by long 
experience betokens trouble. I viewed him with some 
apprehension, as our long-term cash forecast needed a 
lot of attention. À proposed change in dividend, a 
write-back of Schedule D tax overprovided, and an 
unexpected increase in the sales-manager's predicted 
MESS profit percentage-margin, all posed problems. 

owever, I raised an eyebrow to indicate that I was 
all ears, whereupon he agitatedly unfolded his story. 

It appeared that there was an important letter 
missing, a serious complaint from a big customer; it 
should have come to the deputy-chairman's attention 
three days ago. Had I seen it? No, I hadn't. But it 


had been addressed to the company, not to an indi- 


vidual, so it had been opened in the general mail room. 
Someone there remembered seeing it but somehow it 
had vanished. 

No skin off my nose, I replied with elegant detach- 
ment, returning to my forecast; but the office manager 
wasn't finished. 'The deputy-chairman was on the 
warpath, he was out for blood! The customer had 
telephoned indignantly to ask why he hadn't had a 
reply to his complaint, and the deputy-chairman had 
never seen the letter. Someone, said the office 
manager, with each particular hair standing on end 
like quills upon the fretful porcupine, must have looted 
it en route. Heads, he indicated, would roll unless it 
was found.’ 

Needless to say, it wasn't. Search was made in 
likely as well as unlikely places, all to no avail. The 
culprit had been smart; in four days the trail bad 
cooled; detection was impossible. i 

With fire in his eye the deputy-chairman surveyed 
the ‘departmental managers later. Gross laxity in 
mail room organization, absence of adequate internal 
control (the aforesaid eye glared at me), immediate 
remedial action necessary. He felt that in future all 


general mail should be opened by the secretary 


personally; all mail addressed to individuals should 
be opened by the manager in each section; no private 
letters should be tolerated. 

` All this individual addressee business must, in fact, 
stop, he snorted; incoming post must be accepted as 
company property rather than as private, and all 
letters should get immediate top level attention. He 
overrode brusquely our tentative disagreement. 

In the electric atmosphere the managers glanced at 
each other perturbedly. This was dynamite. Courtesy, 
legality, dignity, gracious relationships, must we 
jettison them for a single misdemeanour? Staff reaction 
would be quick and hot; morale would nose-dive 
sharply. The mail room was my responsibility in the 
ultimate analysis; it was my privilege to defend its 
integrity. I felt like Sir Thomas More before the 


lowering Tudor as I picked up the gauntlet. This was 


the sort of dispute that is more costly to win than to 
lose. 
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figure in the balance sheet, The list 
of the investments is far too long to 
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reproduce and would, in fact, serve 
no useful accounting purpose, but 
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years a number of investments 
which have not fulfilled expectations 
and may perhaps have to be ‘nursed’ 
for a long time to see if they will be 

— "restored to profitable activity. In 
the case of 'T'he Industrial, all such 
investments had been transferred to 
sundry assets. 

It seemed to the board that these 
sundry assets could be looked after 
better if they were hived off and 
to this end the new trust was 
formed to take over the sundry 
assets at valuation. 


As far as the accounts forming the 
reprint are concerned, the net cost 
of the holding in Second Industrial 
'Trust (1962) is included in the 
balance sheet under ‘investments’ 

and the valuation of the sundry 

” assets as at March 31st, 1963, is 

incuded in the valuation of the 
portfolio as at that date. 


Sir Edwin refers to the wide 
fluctuation in investment values 
during the period. He notes that the 
valuation shown in the balance sheet 
brings out. a figure about com- 
parable with the previous year, but 
the valuation at the half-year, he 
says, would have been much lower 
— 175 per cent appreciation on cost 
as against 200 per cent. 

Incidentally these accounts are 
for Industrial and General's seventy- 
fifth annual meeting, a long experi- 

rence of investment and the invest- 
ment market. 


The Theatre 


REMARK by Mr Prince 
Littler, chairman of the Stoll 
Theatres Corporation Ltd, which 


has a controlling interest in Moss - 


Empires and holds the capital of 
Theatre Royal, Drury Lane, London, 
prompts a thought on the future of 
the theatre, Mr Littler says in his 
statement that the profit of £261,421 
for 1962 (down £5,542) was satis- 
factory 'having regard to the ex- 
treme dearth of suitable attractions 
during the year. Dividend is 
maintained at 10 per cent. 
The public have been provided in 
the last thirty to forty years with a 
wide variety of alternatives — tele- 
vision, radio, the motor-car, daricing, 
| ice skating, bingo and bowling — 


THE INDUSTRIAL AND GENERAL TRUST LIMITED 
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£18,983,353 


£19,728,757 


This Balance Sheet should be read in conjunction 


with the notes on page [106]. 


£18,983,353 
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and millions of capital have been 
invested in them. The theatre, the 
music hall and the cinema have not 
the place they had in people's 
lives. 

That does not mean to say they 
are finished by any means but it is a 
competitive world and one can well 
. understand Mr Littlers reference 
to ‘the development of properties 
and any potential development 
above theatre use'. Owners of 
capital in theatres may have a vague 
sentiment for the theatre but, like 
all others, want maximum return. 

Theatres, as such, have limited 
scope for adaptation to other uses 
but can have high site values. In 
cashing in on changing values in a 
changing world, one is up against a 
local attachment to a theatre as part 
of the cultural life. 


Planning Problems 


As Mr Littler explained to share- 
holders ‘potential development value 
above theatre use is dependent on 
whether it is possible to obtain 
planning consent for redevelop- 
ment for such alternative use’. 

This, he adds, has never been 
readily forthcoming since all autho- 
rities dealing with planning are loth 
to lose a theatre which is local to 
them. And this, he says, has made a 
tremendous amount of work for the 
board. 

In several instances, planning- 
permission has been applied for 
three or four times and on each 
occasion has been refused. Never- 
theless, the board has continued to 
press for ultimate planning per- 
mission in those cases where it is 
desirable. In three instances at 
the present time, road-widening 
schemes are holding up negotiations. 
In several other cases, "a forthright 
refusal to change the user has been 
received’. Or else development 
schemes have been negatived or 
drastically amended by planning 
considerations. 

Those who have had to deal with 
planning authorities will appreciate 
how the negative can be applied by 
an apparently minor alteration to 
plans that, in effect, upsets the 
whole scheme and renders it 
abortive. 
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and the American balance of payments have had 
no noticeably lasting effect on the London stock- 
markets. At the end of last week there was much 
jockeying of prices as jobbers attempted to assess any 
likely changes in investment emphasis, but on balance 
their manoeuvres did not amount to much. 

Two weeks ago it was suggested in these notes 
that the stock-markets were beginning to manage to 
live with current political uncertainties. Experience 
since then has shown a reasonable degree of firmness 
in the equity markets where the flow of encouraging 
company news has helped sentiment. 

Business is still not exactly pressing but the equity 
market at least looks as if it would like to go better. 
Any new buying is mainly centred on secondary 

uities rather than on the lower yielding first-class 


T United States moves to protect the dollar 
re 


~Yissues, but selective buying of this kind seems likely 


to continue in the immediate future. 

The gilt-edged market, meanwhile, has lost a shade 
of its buoyancy mainly because of the American move 
towards higher interest rates. There is no indication 
of any parallel move in London but the possibility 
of such a development has, temporarily at least, 
checked the rise. 

* * * 3k 


OR the first time there is a firm indication of the 
extent of dud-cheque applications for new issues. 
It is now known that dud cheques purporting to be 
worth £187,000 were involved in the allotment alone 
of shares in the offer of 800,000 5s shares at 13s a 
, Share in the Linread company. 
Allotment was by ballot because there were applica- 
tions for 17,959,600 shares. After 55,250 had been 


~Yallotted to employees only 744,750 were available to 


public applications. 
Allotment was held up until cheques had been 
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cleared and the ‘bouncing’ total was £187,000 which 
is getting on for two-fifths of the total amount 
needed to cover the public portion of the offer. 
Gradually the move to stamp out dud-cheque 
new issue applications is developing. N. M. 
Rothschild & Sons, in connection with their offer of 
shares in Evans (Outsizes), state on the face of the 
prospectus that cheques will ‘constitute a legally 
enforceable promise that the cheque will be honoured 
on first presentation’, with attention drawn to an 
undertaking to that extent in the application form. 


* * + * 


HE decision of the board of Thomas Firth & 

John Brown to separate certain non-steel activi- 
ties and investments as well as £3 million cash from 
the group and to place them in a separate company 
in which Firth Brown shareholders will be issued 
shares is regarded as the first anti-renationalization 
move in the steel industry. 

Whether the Firth Brown move will prove an 
isolated example, or whether it will touch off a string 
of similar moves remains to be seen; but the general 
lift that the move gave to steel shares suggests hopes 
of similar exercises by other steel groups with sizeable 
non-steel interests and trade investments. 


* * * * 


HE Burmah Oil board's reasons for the rejection 

of the B.P.-Shell takeover bid turn immediately on 
the forecast increase in dividend from 2s 3d to 2s gd 
a share tax free. Not for the first time a takeover bid 
has been the instrument for easing the dividend purse 
strings. Had B.P. and Shell not come on the scene 
an increase to 2s 6d in the Burmah dividend this year 
would have satisfied the most eager optimists in the 
oil share market. 


RATES AND PRICES 


Closing prices, Wednesday, July 24th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


A 
Bank Rate 
Dec. 8, 1960 5% Mar. 8, 1962 DA 
July 26, 1961 y% Mar. 22, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 4396 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
l Treasury Bilis 
May 17 £3 135 og1d%  June21 £3 14s 1°84d% 
May 24 -£3 12s 863d%  June28 £3 x4s œsod% 
May 31 £3 12s Bsodit Julys £3 15s 32144 
. June? £3 138 6°53d% July 12 3 158 666d% 
mw June 14 £3 138 B12d%  Julyio £3 155 484d% 
Money Rates 
Day to day 22-38% Bank Bills 
7 days o 21-345 2 months 3 H-3 8% 
Fine Trade Bills months 3-3 #8 % 
3 months 5-54% 4 months 3 81-3 $876 
4 months 5-54% 6 months 38-38% 
6 months 5t-6% 


Foreign Exchanges 
New York 2:804 Frankfurt II'XsÉ 
Montreal 3°034 Milan 17382 
Amsterdam 10082 Oslo 20°01 
Brussels 139°684 Paris 13°724 
Copenhagen 19°332 Ziirich 12°10 
Gilt-edged 

Consols 4% 71% Funding 3% 59-69 92 
Consols 24% 46 Savings 3% 60—70 894r 
Conversion 695 1972 105$ Savings 3% 65-75 82d 
Conv'sion 5195 1974 102% Savings 24% 64-67 92% 
Conversion 5% 1971 1004 Tre’ry 54% 2008-12 102 
Conversion 34% 1969 94} Treasury 5% 86-89 964 
Conversion 34% 63 Treasury 34% 77-80 82% 
Funding 54% 82-84 ro2% Treasury 34% 79-81 8145 
Funding 4% 60-90 94 Treasury 24% 463 
Funding 34% 99-04 7if Victory 4% 984 
Funding 3% 66-68 924 War Loan 3$% 63% 
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Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Fudgments, tn 
the ‘Annotated Tax Cases’. 


Went v. Rendell l 
In the Court of Appeal — July 3rd, 1963 


(Before Lord Justice SELLERs, Lord Justice DONOVAN 
and Lord Justice RUSSELL) 


Income tax — Expenses allowance — Director prosecuted 
for motoring offence — Costs of defence paid by company 
— Whether that amount assessable — Remission to Special 
Commissioners — Income Tax Act, 1952, secttons 27, 
IÓI (x), 162 (1). 

The respondent was a director of a company, and 
in 1958, while driving a car belonging to the company, 
and while returning to the company's office after an 
interview with a potential customer, he was involved in 
an accident in which a pedestrian was killed. The 
respondent was himself injured and taken to hospital. 
The following morning he instructed his secretary to 
get in touch with the Automobile Association with a 
view to his defence in any proceedings arising out of 
the accident. When the chairman of the company 
- became aware of this, he countermanded the respon- 
dent's instructions as to the Automobile Association, 
and sought the advice of the company's solicitors; 
and was advised that if the respondent were convicted 
he would be liable to imprisonment, and that the 
company might also be involved in liability. The 
respondent was in charge of the obtaining and super- 
vising of contracts for the provision of catering 
services to factories and other industrial establish- 
ments and he was the only officer of the company in a 
position to do this work. It was also a part of his 
duties to negotiate contracts for the supply of vending 
machines. The company was at the time about to 
acquire control of another business, and the respon- 
dent's services would be required to co-ordinate the 
activities of the business with those of his company. 

The chairman of the company gave instructions 
that the defence of the respondent in any proceedings 
was to be conducted by the company solicitors. ‘The 
respondent had no part in the giving of these in- 
structions nor in the way in which they were carried 
out. He was charged, under what is now section 1 of 
the Road Traffic Act, 1960, with causing the death of 
a pedestrian by reckless or careless driving, and he 
was liable on conviction to imprisonment up to five 
years, The bill of costs for his defence amounted to 
£641, and it was presented to and paid by the 
company. The respondent would not himself have 
spent as much, and the company paid that sum 
because it was anxious not to lose the respondent's 
services, but the respondent obtained a benefit from 
the expenditure. 
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An assessment was made on the appellant for 
1958—59 in the sum of £641 as the amount of a benefit 
in kind. It was contended on behalf of the respondent 
that none of the {641 was expense incurred in 


alternatively that only {50 or {60 represented 
expenditure for that purpose, the balance of the 
£641 being expenditure for the benefit of the 
company. The Special Commissioners decided that 
the whole of the £641 was properly assessed on the 
respondent pursuant to section 161 of the Income 
Tax Act, 1952. 


Held (reversing the decision of Mr Justice 
Buckley): the Special Commissioners’ decision was 
correct. 


C.LR. v. West Hertfordshire Main Drainage 
Authority S 


In the Court of Appeal — July 8th, 1963 ‘w= 


_ providing a benefit or facility for the respondent; and“ 


æn 


(Before Lord Justice SELLERS, Lord Justice DONOVAN ~ 


and Lord Justice RUSSELL) 


Income tax — Joint drainage Board — Contributions from 
constituent authorities — Estimate of Board's expenses in 
respect of loan interest (after deduction of tax) — Appor- 
tronment among constitutent authorities — Interest 
payable by Board on borrowed money — Whether 
common fund constituted — Whether interest payable out 
of Board's taxed income — Hertfordshire County Council 
(Colne Valley Sewerage etc.) Act, 1937, sections 4, 5, 6, 
50, 51, 72, 74, 76 — Income Tax Act, 1952, sections 169, 
170 — Finance Act, 1960, section 39 (4). 

The respondent was incorporated by Act of 


Parliament for the disposal of sewage in an area in 
Hertfordshire, and it had power to borrow money 


for various capital purposes, and to precept the local, |. 


authorities in the area for sums towards the Board's: 


expenses. In order to calculate the amount of a 
precept the Board had to take into account its liability 
in respect of 'interest on loans (after deduction of 
income tax)’. After allowing for any revenue receiv- 
able otherwise, the Board was to apportion the amount 
it required for revenue purposes among the con- 
stituent authorities and to issue precepts to them 
accordingly. The constituent authorities were to pay 
the precepted amounts out of their general rate funds. 
The Board borrowed sums, and in paying the interest 
deducted tax therefrom. 


The Inland Revenue claimed that the Board was ` 


accountable under section 170 of the Income Tax ' 


Act, 1952, for the tax so deducted, on the ground 
that it was not payable out of taxable income. It was 
contended on behalf of the Board that the Board was 


merely an agent for the constituent authorities; thatg _ 


in that capacity it received and applied a common 
fund; and that the taxed income of the constituent 
authorities had to be taken into account for the 
purposes of section 170. Alternatively, it was conten- 
ded that the precepted amounts were annual pay- 


ments covering the Board’s payments of loan interest, 
g paym : 
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so that those payments had to be treated as having 
been paid out of taxable income. 

Held (affirming the judgment of Mr Justice 
Buckley for a different reason): the Board was not 
administering a common fund; that the interest was 
not paid out of income of the Board subject to tax; but 
that the question of tax on the interest paid by the 
Board depended on the amount of the taxed income 
of the constituent authorities. 


C.LR. v. De Vigier 
In the High Court of Justice (Chancery Division) — 
July 8th, 1963 
(Before Mr Justice WILBERFORCE) 


Surtax — Settlement — Payments to settlor's wife — 
Capital sum — Payments to trustees to acquire shares — 
Cross payments by trustees — Whether repayment of a 
loan — Income Tax Act, 1952, section 408. 


XY On September 25th, 1957, the respondent’s wife 


paid £6,000 to the trustees of a settlement made by 


the respondent in 1952, and the trustees of which were 
the respondent’s wife and his solicitor. On October 
Ist, 1957, the trustees paid {£2,994 in respect of a 
rights issue of shares in a company of which the 
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respondent was a director; and on October 4th, 1957, 
the trustees paid £2,550 to the respondent’s wife for 
1,000 shares in the same company. On October 14th, 
1957, the respondent’s wife paid {1,000 to the 
trustees, and on. October 19th the trustees paid 
£1,040 35 6d for a purchase of further shares in the 
same company on the Stock Exchange. In May 
1958, the trustees paid £2,500 to the respondent’s 
wife, and paid her £4,500 in the following August. 

An additional surtax assessment was made on the 
respondent in the sum of £12,174 representing the 
£7,000 grossed up. The assessment was made pur- 
suant to section 408 of the Income Tax Act, 1952, on 
the footing that the two sums last mentioned were 
repayment of a loan. It was contended for the 
respondent that as the respondent’s wife was a 
trustee, she was not in a position to obtain repayment 
of the £7,000; and that therefore the two sums of 
£2,500 and £4,500 were not repayments of a loan. : 
'The Special Commissioners accepted this contention 
and allowed the appeal. 


Held: there was no impediment to the settlor's wife 
recovering the two sums in question; and that the 
sums paid to her by the trustees were repayments of a 
Joan and thus within the section. 





Accountancy through the Ages 


An exhibition on European Accounting History, which 
is to be held from September 2nd to 14th in Edinburgh 
in the Hall of The Institute of Chartered Accountants 
——9f-Scotland, is likely to be one of the most comprehen- 
$ive ever arranged on the subject. 

The exhibition was originally planned as part of the 
Institute's duties as host to the European Congress of 
Accountants, 1963. Its scope now, however, is intended 
to appeal to the general public as well as to the account- 
ant. 


Early Calculating Equipment 


Designed to show the development of counting and 
accounting in many languages, from the earliest times 
to the end of the nineteenth century, the exhibition 
will contain many items of general interest, such as early 
calculating equipment, old drawings and counting- 
house accessories. In the book section, exhibits have 
been loaned by national, university and- professional 
libraries, museums, municipalities and individuals in 
Scotland, England and the Continent. Among these 
books are several unique copies. 
There is a tiny 4 in. by 2 in. Italian ready reckoner, 
dated approximately 1600, and a seventeenth-century 
utch arithmetic book which contains a poem by an 
Edinburgh graduate exiled for a political offence. An 
amusing talk between an eighteenth-century merchant 
and his wife on the subject of finance will be shown 
from a book The Complete English Tradesman in the 
Institute's own collection, by Daniel Defoe, author of 
Robinson Crusoe. l 


From Blairs College in Aberdeen comes a sixteenth- 
century English book on accounts, printed in Antwerp, 
which is the only copy to have survived. Another 
exhibit will be on loan from Aberdeen University. 

Two manuscripts have been loaned by St Andrews 
University Library. T'hese are a book of Archbishop 
Sharp’s household accounts and a little notebook of 
expenses kept by a student at the university about 
one hundred and fifty years ago. 

Both Glasgow University Library and Glasgow’s 
Mitchell Library have lent books. The Italian ready 
reckoner is from the university. There are also books by 
two nineteenth-century Glasgow accountants. 


Other Exhibits 


Books and manuscripts wil be on loan from five 
Edinburgh libraries; the National Library of Scotland, 
University Library, Public Library, Royal College of 
Physicians and Royal Observatory. Other items will be 
lent from the Royal Scottish Museum and the National 
Museum of Antiquities of Scotland. 

About twenty exhibits will be on loan from The 
Institute of Chartered Accountants in. England and 
Wales which has a large collection of books of anti- 
quarian interest in accounts, and there will also be an 
exhibit from the library of The Association of Certified 
and Corporate Accountants. 

Oid municipal accounting manuscripts from Bristol, 
Leicester and Norwich are expected to be included. 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
à the opinions expressed. 


Friendly Societies 

Sir, — The friendly society movement must indeed be 
grateful to Mr G. C. Dix for writing his recent 
article on “The Helping Hand’ and to you for 
publishing it (June 29th issue), as it is not before 
time that some misconceptions as to the present 
status and the future prospects of friendly societies 
were swept away. 

It is therefore unfortunate that Mr Dix placed 
undue emphasis on the role of ‘Holloway’ societies 
and I think that in order that your readers may have 
a more balanced view of the up-to-date position of 
friendly societies the following points should be made 
clear. 

First, as regards the nature of Holloway societies, 
not everyone agrees that they are the best type of 
friendly society or that they overcome the disad- 
vantages of the older type. They are perhaps superior 
to such accumulating societies as charge contributions 
irrespective of age at entry, but it would be interesting 
to know what disadvantages attach to the societies 
which are run on sound financial principles and charge 
contributions according to age at entry; this is a very 
large proportion of the whole. Holloway societies 
themselves are not altogether immune from the 
charge that the younger members subsidize the older, 
since in the true Holloway society contributions are 
usually constant up to age 30 as well as being 
constant from age 60 onwards. From the point of 
view of the member, also, the increase in contribution 
with age is in fact a serious disadvantage, as these 
become exorbitant at the older ages, and unless all 
sorts of devices are resorted to in order to minimize 
this feature, the tendency is for the healthier members 
to withdraw when their rates of contribution become 
too heavy. 

As regards the numerical strength of the Holloway 
societies it should perhaps be pointed out that al- 
though there may be thirty societies working this 
system throughout the country, there are at least 
another forty working other kinds of deposit systems 
while, quite apart from over ninety collecting 
societies, there are about one thousand and forty 
independent societies without branches and forty-one 
affiliated orders administering over ten thousand 
branches, most of which are themselves autonomous 
registered societies. It is only fair to say that a con- 
siderable number of the branches of affiliated orders 
do administer deposit sections in an attempt to attract 
new members. 

Yours faithfully, 


Surbiton, Surrey. P. GEDDES, SEA, ALA 
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Schedule A 


Sir, — To date I have seen no mention of the fact 
that because of the abolition in the current Finance . 


Bill of Schedule A, the tax effectively borne in 1963-64, — 


by many taxpayers will be more than that borne in 
1962-63. 

The persons concerned are those who pay ground- 
rents and also make maintenance claims to the full 
amount of Schedule A. The ground-rent itself will 
be paid gross in 1964-65 as it was, in effect, in the 
past, one payment then being to the lessor of the land 
and the balance to the Inspector of Taxes. 

Before 1963-64 the following was the effective 
addition for tax of the person with a Schedule A of, 
say, £15 after deduction of the repairs allowance and 
ground-rent cf fro. 


£ 

Schedule A ia ck ZE 
Less Ground-rent .. IO ` 

£5 


The prudent householder also got a maintenance 
relief on £15, so that effectively he paid no Schedule 
A and had an additional {10 ground-rent allowance. 
This £10 was not be be off-set against Schedule A 
but being paid out of taxed income was available to 
off-set total income as an allowance. 

As a result of the Finance Bill, however, the £5 
shown above has been deleted from the owner- 
occupier's coding. The {10 ground-rent set-off has, 
therefore, been lost and the taxpayer, if taxable, now 
pays an extra {10 in tax. 

Í know that because of the deletion of section 177 
the payment can no longer be said to be paid out of 
taxed income but there seems no reason why the 


ground-rent should not be treated as building society ` 


interest and be accepted as an allowance. Otherwise, 
should not the taxpayers be told that they have 
suffered, not gained, as a result of the Budget? 


Yours faithfully, 
R. E. 


[Our correspondent is assuming that if Schedule A 
assessments on owner-occupiers had not been abolished 
they would have continued to be based on the conces- 
sional (1935) values hitherto adopted. It is only on that 
footing that the »wner-occupier is worse off. — Editor.] 


Owner-occupied Trade Premises 


Gs, — I have nct seen in the correspondence on the 
above subject any reference to what appears to be an ` 


important discrepancy between the wording o& 


section 136, Income 'lax Act, 1952, and of clause 
29 (1) of the current Finance Bill. 

Section 136, Income Tax Act, 1952, refers to the 
computation of tax under Case I or Case II. It does 
not say that the annual value of premises shall be a 
charge in computing profits. It would appear that it 
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became a ‘charge’ as a matter of administrative 
convenience. 

On the other hand, clause 29 (1) of the Finance Bill 
opens with the words, ‘In computing profits or gains 


æ under Case I or Case II of Schedule D no deduction 


shall be made...’ indicating an intention to give 
legal recognition to an established practice but, 
at the same time, to abolish that practice for account- 
ing periods (or portions thereof) falling after April 
5th, 1963. There is a definite conflict of ideas between 
this and the second part of the clause which deals 
with the proposed abolition of section 136, i.e. aboli- 
tion of the right to exclude the annual value from the 
computation of tax under Schedule D; the implica- 
tion being that, as a part of the statutory profits for a 
year of assessment was subject to assessment under 
Schedule A, it should not also be assessed under 
Schedule D. 

The introduction to the Bill of the new Schedule 8 
_~gitarly shows the Government's intention but does 
mot dispose of an anomaly which might give rise to 
subsequent litigation. l 

| Yours faithfully, 
R. S. 


What is a Case Study? 


SIR, — Since you published my ‘article with a differ- . 


ence’ in your issue of June ist, several people have 
questioned whether, in fact, the problem set was a 
case study or an exercise. It would appear, therefore, 
that there is some confusion over the use of the term 
‘case study’. 

Those who questioned my use of the term argue 
along the lines that a problem cannot be a case if it 
has one unique solution. They say that a ‘case study’ 
must allow of a variety of solutions; some may be 

tter than others, but no single one can be identified 
as the unique solution. 

Here I feel they have got hold of the wrong end 
of the stick. If we go back to the original use of the 
case study in teaching, we find that it was the 
Harvard Business School who adopted the method 
used by the Harvard Law School. 


Everyone, Sir, understands what is meant by a ` 


legal case and, surely, this must be how we use the 
term when-we use cases for teaching purposes in 
other subjects. The Concise Oxford Dictionary 
definition gives us this meaning, ‘an instance of things 
occurring; actual state of affairs; position, circum- 
stances in which one is, plight', and to my mind 
this states the essential characteristic of a case. It 
must be a description of an actual instance and the 
circumstances surrounding it. 
. On this basis, I feel justified in describing my 
—tticle as a case study since it stated actual ratios taken 
from the published accounts of companies and the 
notes gave some information on the industries 
described which I believe to be quite authentic. 

It may be correct to say that a good case study will 
allow a range of acceptable solutions but there will 
always be one unique solution in the sense of what 
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was actually done, i.e. the solution adopted in the 
actual instance. It may not have been the best solution, 
theoretically or practically, but it is certainly unique 
in having been adopted. Other solutions may be 
acceptable or superior, but not unique in this way. 
I wonder what your readers think? 
Yours sincerely, 
DOUGLAS GARBUTT, 4.c.1.8., A.C. W.A. 
Lecturer, The Polytechnic, Department 
London NWzi. | of Management Studies. 


Fact or Merely Figures? 


Sir, ~ In two recently published pamphlets there is 
an interesting example of how the same set of figures 
can be used to support two diametrically opposed 


. arguments. 


The following table appears in Hansard for 
December 6th, 1962, column 218 and was drawn upon 
by the writers of the pamphlets: 

Central and local taxes plus National Insurance and 


Health contributions as a percentage of gross national 
product at factor cost 


United Kingdom 32:9 
United States 30°5 
France 40:8 
Belgium 26:5 
Germany 404 
Netherlands 34'5 
Italy .. : 320 


In an ‘Aims of Industry’ publication — Company 
taxation - a tax on our future — there is a section 
which I think can be fairly summarized as arguing 
that British industry is overtaxed and in the middle 
of this section appears the following table: 

Central and local taxes plus National Insurance and 

Health contributions as a percentage of gross national 

product at factor cost 


United Kingdo 327 
Italy .. - 320 
U.S.A. .. pi 30°5 
Belgium m je 26-5 


In another pamphlet, T'axes 2n a Prosperous Society, 
written by Mr Bruce Millan, C.A., M.P., and published 
by the Fabian Society, the following appears: 


*Our total tax burden is, in fact, lower than that of 
France and Germany. Calculated on a similar basis 
the figures of percentage of gross national product 
for 1961 were 


Britain 3277 
France vs s 408 
West Germany f 40'4 


‘It could, in fact, be argued that one of the reasons 
for the slow progress in our economy over the last 
few years is that our public expenditure has been too 
low rather than too high.’ 

The one pamphlet gives the impression that our 
taxation is the highest, the other that it is the lowest; 
the true fact is we are in the middle, three countries 
are higher and three are lower. 

Yours faithfully, 
London N21. . CHAS. W. ASTON. 
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Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


President's Luncheon 


The President of The Institute of Chartered Account- 
ants in England and Wales, Mr Robert.P. Winter, 
C.B.E., M.C., T.D., D.L., F.C.A., and the Vice-President, 
Mr W. Guy Densem, F.C.A., gave a luncheon party on 
Thursday at the Dorchester Hotel. The guests were: 


Viscount Runciman, Viscount Mackintosh of Halifax, , 


Sir Malcolm Sargent, Sir Charles Dunphie, Sir 
Kenneth Stewart, Mr S. D. Musson, Sir William 
Carrington, Sir Harold Gillett, Mr Lawrence W. 
Robson and Mr C. Evan-Jones. 


PROFESSIONAL NOTICES 


Messrs  CarpER-MamsHaLL, Isotson & Bon. 
Chartered Accountants, of 11/13 Dowgate. Hill, 
London EC4, announce that they have taken into 
partnership Mr ROBERT CHARLES HOLBROOK, F.C.A., 
who has been a member of their staff for the past 
fifteen years. 

Messrs Everett, Morcan & GRUNDY, Chartered 
Accountants, announce that as from July 29th, 1963, 
they are amalgamating their practice with that of 


Messrs RALPH Dro & Co, Chartered Accountants, of ` 


228/221 Gresham House, Old Broad Street, London 
EC2. The joint practices of the two firms will be 
carried on as from the morning of July 29th, 1963, 
under the name of EvgRETT, Dro & Co, from new 
offices -at Chile House, 20/24 Ropemaker Street, 
Moorgate, London EC2. 

Mr EDWARD SOUTH, F.A.C.C.A., of Whitchurch and 
Wem, announces that as from J uly 1st, 1963, he has 
taken into partnership his son, Mr E. C. SOUTH, A.C.A. 
The practice is being continued at the same addresses 
under the style of Eowarp Got & Son. 

Mr M. SUTHERLAND, A.A.C.C.A., announces that his 
partnership in the firm of ALLAN G. WHITTLE & Co 
terminated on June 3oth, 1963, and as from July 1st he 
is in partnership with Mr R. W. GOLDSMITH, F.C.A., at 
902 Wimborne Road, Moordown, Bournemouth. 


^ 


Appointments 
Mr David J. Dillon, a.c.a., has been appointed 
accountant to John Jameson & Son Ltd. 

Mr J. A. Goldsmith, M.A., F.C.A., A.C.W.A., has been 
appointed secretary of the Steel, Peech & 'lozer 
branch of The United Steel Companies Ltd. . 

Mr Eric Holt, F.a.c.c.a., a director of Dake 
Rubber Co Ltd has been appointed a vice-president 
of the Federation of British Rubber and Allied 


EES 


i. 


Mr D. Needham, r.c.w.A., has been appointed general : A 
manager and director of Izal Ltd. 


Mr Gordon I. Rowling, Son. secretary and chief 
accountant of Headrow Clothes Ltd, has been ap- 
pointed to the board. 


Mr G. S. Rust, F.c.a., has been appointed finance 
director of Wilson Lovatt & Sons Ltd with effect from 
August rst, 1963. 


Mr E. H. Walker, F.C.A., A.A.C.C.A., chief accountant 
of the B.S.A. Tools Division, has been appointed to the 
boards of B.S.A. Tools Ltd, Burton Griffiths & Co 
Ltd, B. G. Machinery Ltd, Precision Alloy Castings 
(Birmingham) Ltd, B.S.A. Broach Co Ltd, B.S.A. 
Small Tools Ltd, B.S.A. Tools (Canada) Ltd, Auto- 
mation Jigs & Tools Ltd, and B.S.A. Electrics Ltd. 


4 | 


UNIVERSITY APPOINTMENT 
Lectureship in Accounting at Hull 


Mr Gerald H. Lawson, M.A.(ECON.), A.A.C.C.A., lecturer 
in accountancy and financial administration at Sheffield 
University, will, on October 1st, take up the appoint- 
ment of lecturer in accounting at Hull University. 


LOCAL EMPLOYMENT ACT, 1963 
Aid for Development Districts ` 


The Local Employment Bill, which gives the Board of 
Trade powers to make fixed grants to undertakings 
providing employment for the benefit of development 
districts, received the Royal Assent on July roth. 
Explanatory notes as to the new provisions and the 

procedure to be followed in applying for the grants - 
together with application forms can be obtained from 


the Board of Trade, (Distribution of Industry Divisiot;—- 


Horse Guards Avenue, London SW1, or from any of 
tbe Regional Offices of the Board. 

The new Act gives effect to the proposals announced 
by the Chancellor in his Budget speech and amplified 
by the President of the Board of Trade in the ensuing 
debate. 


NATIONAL INSURANCE IN 1962 


The annual report of the Ministry of Pensions and 
National Insurance for 1962 (Cmnd 2069. H.M.S.O. 
tos.) records that by the end of December 1962 
nearly thirty-three million contribution returns-for the 
graduated pension scheme had been sorted and recorded 
by the Ministry’s computer at Newcastle. The number 
of people contracted out of the graduated pension 
scheme at the end of March 1962 was 4:3 million. 
The overall cost of benefits being paid at December 
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31st, 1962, was at the rate of about £1,465 million a 
year — nearly {100 million a year for war pensions and 
£135 million for family allowances from the Exchequer 
and about £1,230 million for benefits from the National 
_#“Insurance and Industrial Injuries Funds, including 
` £820 million for retirement pensions. Contributions 
being paid by insured persons and employers to the two 
funds at the end of 1962 were at the rate of £1,010 
million a year and the Exchequer support to the two 
funds was running at the rate of £200 million. 

The steady decline in the number of war pensioners 
continued during 1962, the figures falling by 26,000 to 
674,000 — 250,000 for the First World War and 424,000 
for the Second World War. Pensions were awarded to 
1,370 widows of the Second World War, and 69,200 
such pensions were in payment. The number of First 
World War widows' pensions being paid was 64,900, 
including 647 awarded during 1962. 

Nearly three and three-quarter million families with 
about nine and a half million children were receiving 
family allowances. 'l'otal expenditure on these allow- 
ances in 1962 was £134 million, an increase of £3 mil- 
lion over 1961. An analysis of the families at the begin- 
ning of the year showed that about 6r per cent had two 
children under the age limits (i.e. were receiving one 
allowance); 24 per cent had three such children; 
nearly 9 per cent had four; and over 53 per cent had 
five or more. 

The average number of persons for whom national 
insurance contributions were payable during 1961 was 
about twenty-four and a half million, of whom 16} mil- 
lion were men. About twenty-three million were 
employed persons, nearly one and a half million self- 
employed; and over a quarter of a million non- 
employed. 

The report states that criminal proceedings for 
failure to pay contributions and allied offences totalled 
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Delegates were addressed by leading Dutch person- 
alities, including the Secretary of State for General 
Affairs, the General Director of the Department of 
Credit Investments of the European Coal and Steel 
Community, the Chief Economist of Unilever N.V., 
the President of the Dutch Financial Analysts Associa- 
tion and the Public Relations Manager of Philips' 
Electrical Industries, amongst others. Delegates also 
met and were addressed by the Burgomaster of 
Rotterdam and the President of the Amsterdam Stock 
Exchange. 

The World Federation of Investment Clubs was 
founded in 1960 by the national associations of invest- 
ment clubs of the United Kingdom, the United States, 
the Netherlands and New Zealand. In the past three 
years three further national associations — those of 
Canada, Australia and Nigeria — have become affiliated 
to the Federation. 

Mr David Moate, A.C.A., President of the National 
Association of Investment Clubs, Great Britain, led 
the United Kingdom delegation to this year's Congress. 


STOKE-ON-TRENT 
CHARTERED ACCOUNTANTS 


At the annual general meeting of the Stoke-on-Trent 
Area Branch of the Birmingham and District Society of 
Chartered Accountants held on June 18th, the follow- 
ing officers were elected for the year 1963-64: 


Chairman: Mr E. O. Toft, F.C.A. 

Immediate Past-Chairman: Mr R. R. Gowar, F.C.A. 

Founder Chairmen: Mr F. W. Carder, r.c.A., and Mr 
F. G. Nicholas, F.c.A. 

Vice-Chairman: Mr C. W. Blagg, F.C.A. 

Hon. Secretary: Mr N. E. Dunning, F.c.a., 17 Albion 
Street, Hanley, Stoke-on-Trent. 

Hon. Treasurer: Mr S. R. Woodgett, F.c.a. 


8,234. compared with 7,702 in 1961. In one case, where qe e Librarian: Mr A. B. Snow, F.C.A. 


a limited company failed to pay contributions for its ^ 
employees, fines totalling £400 were imposed. In other 

5,Rnes-of up to £210 were imposed on employers 
for failure to pay contributions. Penalties for offences 
involving the re-use of stamps included sentences of 
up to nine months' imprisonment and fines of up to 
£300. 


INVESTMENT CLUBS’ CONGRESS 


The second International Congress of the World 
Federation of Investment Clubs was held in Rotterdam 
last week. The Congress was attended by some two 
hundred delegates, the majority coming from the 
United States where there are 8,000 clubs affiliated to 
‘the National Association of Investment Clubs of 
America (25 per cent of the total number of clubs now 
in existence in America), The President of the New 
Delhi Stock Exchange and representatives from the 
London Stock Exchange and the Wider Share Owner- 
ship Council were also present. ~- 
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H V 
MOTOR.— FIRE— CONSEQUENTIAL LOSS 


CAR & GENERAL CORPORATION 


Committee: Messrs C. C. Bullock, T.D., J.P., F.C.A.; 
LE Buxton, F.c.a.; F. W. Carder, Jun., T.D., F.C.A.; 
A R.D. Little, Sea: C. Malkin, ¢.c.a.; H. Poole, F.C.A.; 
' and A. Tucker-Feltham, F.c.a. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


, Management Conference 


e names of the speakers at the management con- 
ference to be held by the London and District Society 
of}Chartered Accountants from November z1st-23rd 
at Eastbourne have now been announced. The con- 
ference theme will be “The accountant’s concern with 
marketing’ (as reported in The Accountant of April 
13th)and the introductory address will be given by 
Mr Donald MacPhail who will emphasize the part 
marketing plays in the concept of planning for profit. 
The other speakers will be Mr Raymond Tarrant, of 
Hovis McDougall Ltd, who will speak on the con- 
ditions \to be assessed prior to the launching of a 
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product on the market, and Mr F. C. Roberts, of 
Beecham Foods Ltd, whose address will deal with the 
launching process itself. Application forms in respect 
of the conference will be issued at the end of September 
to members of the Society. 


SOUTH EASTERN SOCIETY OF 
CHARTERED ACCOUNTANTS 


Students’ Residential Courses 


The South Eastern Society of Chartered Accountants 
will hold its fourteenth annual students' residential 
tuition course in Brighton from September 16th to 
20th (Final students) and September 30th to October 
4th (Intermediate students). 

Lectures will be given by tutors from the account- 
ancy correspondence schools, and the programmes 
include evening buffet meetings and dinners. Arrange- 
ments for hotel accommodation can be made if desired 
and there will be a grant towards the cost of accom- 
modation and travelling expenses. The fee for each 
course is £5 5s. 

All students, whether or not within the area of the 
South Eastern Society, wishing to attend should apply 
during August for registration forms and further 
particulars to Mr T. T. Nash, F.c.a., 33 Lawrence 
Road, Hove, Sussex. 


LEEDS STUDENTS' RESIDENTIAL COURSE 


The twelfth annual residential course for Leeds, 
Bradford and district chartered accountant students is 
to be held at Grantley Hall, near Ripon, from Septem- 
ber 16th to roth for Intermediate students and from 
September 3oth to October 3rd for Final students. 
The course is designed to help students by providing 
~ lectures on subjects within the Institute's examination 


syllabus, particularly on those subjects which cau 


most difficulty. It also enables them to discuss ttir 
problems with lecturers and amongst themselves dad 
to bring together, under university conditions, students 
from various practices and different districts. It is 
pointed out that Intermediate students are not, unter 
normal circumstances, likely to gain full benefit frim 
this year’s course unless they are taking their examita- 
tions in November 1963 or May 1964. Experience has 
shown, however, that Final students can benefit from 
attending the course at any stage in their studies; in 
fact many Final students have attended two Fhal 
courses with advantage. 

A wide range of subjects will be covered i the 
Intermediate programme, including practical assktance 
in auditing; examination pitfalls in accouxtancy; ] 
costing; company accounts; partnership accounts and 
contract law. The subjects for the Final cottse will 
include company law; management accounting (includ- 
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ing standard costing and budgetary control); group 
accounts ; executorship accounts; taxation and auditing. 

‘The fee for the course has been reduced this year to 
£4, both for Intermediate and Final students, and 
includes board, accommodation and transport to and4 
from Ripon. The closing date for applications is 
August Ist. 


CHARTERED ACCOUNTANTS’ HOCKEY CLUB 
Summer Hockey 

Members and articled clerks who are interested in 

summer hockey (mid-week) are asked to get in touch 

with the honorary secretary of the Chartered Account- 

ants’ Hockey Club, Mr S. N. Elgar, at 24 Bedford 

Row, London WCr (Chancery 7219). The next 


match is on August 7th, at Roehampton, against the 
Bank of England. 


CRICKET 
Chartered Accountants v. The Law Society 


'The annual match between 'T'he Institute of Chartered 


Accountants in England and Wales and The Law 
Society, at Old Deer Park, Richmond, on June 13th, 
had to be abandoned after only half an hour's play due 
to rain. 

The Law Society won the toss Sud F. T. D. Hole 
and J. Nelson-Jones opened the batting. Almost 
immediately T. B. Stafford took a catch to dismiss 
Nelson-Jones off D. S. Tallon’s bowling, with only 
two runs on the board. M. Lee then joined Hole and 
the batsmen carried the score to twenty-five when Lee's 
wicket fell as a result of a good catch by Downie, the 
bowler again being Tallon. 

The Institute had fielded a well-balanced side and 
the players were greatly disappointed when heavy rain 
uta ee end to the game. 


d, TUN i 
CONPERENCE-RO STORS 


*Gilt-edged today and tomorrow' will be the theme ot à 
one-day conference to be held on October 3rd at the 
Connaught Rooms, Great Queen Street, London WCz. 

Intended primarily for 'sophisticated investors', the 
conference will be under the chairmanship of Mr T. 
Irvine Smith, o.B.E., and subjects will include “The 
outlook for interest rates', by Professor F. W. Paish, 
M.C., M.A., Professor of Economics, University of 
London, ‘Foreign funds in the London market’, by 
Mr CG F. M. P. Thompson, director, Kleinwort 
Benson Ltd, and "The gilt-edged yield structure’, by 
Mr W. Manning Dacey, economic adviser to Lloyds . 
Bank Ltd. 

Further particulars regarding the conference may be 
obtained from Angel Court Consultants Ltd, 4 Angel 
Court, London ECz2. 
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Control of Materials Cost 


and accounts could be taught exclusively, the art being to 

apply them to particular circumstances. Thus there arose à 
race of peripatetic book-keepers, capable of preparing a trial 
balance of even a set of final accounts, and ready to do this 
indifferently for a taxidermist, iron-founder or turf accountant. 
As might have been imagined, such accounts proved to be of very 
little use to the managers of the business concerned, and this may 


: ] t ago it was held that the principles of book-keeping 


be the reason why a new branch of instruction has developed, 


known as ‘uniform cost accounting’. 


The latest of these publications emanates from the Fania 
Development Council. Entitled The Control of Materials Cost’, 
it differs from others in several-notable ways. It seeks to clarify 
the basic concepts upon which. the most appropriate kind of cost 
control system can be built, for individual requirements; it 
concentrates on materials costs and cost investigations, rather than 


. to give the impression that all aspects of cost control are equally 


significant; and it comes out squarely and firmly behind cost 
standards, emphasizing their great importance in measurement 
and control. 


Part I includes a fascinating study of materials measurement in 
the furniture industry and a concise introduction to statistics to 
enable manufactürers to do their own quality control. Part II is 
devoted to basic systems and procedures for accounting for 
materials, methods of calculating material usage, and a rather 
breathless introduction to budgetary control and standard costing. 
Part III is largely concerned with the use of marginal costing for 
management decisions, and the book ends with the international 
chart of accounts from Mr K. S. Most’s Uniform Cost Accounting 
(Gee & Co (Publishers) Limited, 1961) which is evidently being 
recommended to furniture manufacturers as the basis for a uni- 
form system of accounting. i 

The cost accountants of the F.D.C. have had the courage to 
grasp this problem of re-educating the industry’s accountants in 
the techniques of management accounting, instead of producing 


` just another technical cost manual. In spite of a certain roughness 


in content and presentation, this work provides a sound basis for 
future recommendations in the field of cost, ascertainment and 
control, and suggests that the furniture industry may oné day have ` 
a uniform cost áccounting system which actually works. 





lPrice £1 1s from the Council's offices, II Adelphi Terrace, Robert Street, 
London WC2. 
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defect in the British economy is the absence 

of what is termed an ‘incomes policy’. That 
term has now replaced the ‘wages policy’ as being 
more tactful and politically realistic, although for 
many cbservers of the economic scene the two 
terms are in fact synonymous. It is largely for this 
reason. that the National Incomes Commission 
was rejected by the T.U.C. and its member unions. 
The Commission’s latest attempt to reassure 
the latter as to its attitude has now resulted in its 
incurring the wrath of organized industry. The 
Federation of British Industry’s prompt pro- 


]: is a commonplace that the most serious 


nouncement on the role of profits in the economy, 


following the NIC second report (Cmnd 2098, 
H.M.8.O., 5s) published last week, can hardly be 
interpreted in any other way. 

The immediate concern of this second report 
of the NIC was a trio of wage agreements made 
last February in the electrical contracting industry 
in heating, ventilating and domestic engineering 
and in the exhibition contracting trade. Of the 
agreement in the first of these trades the Commis- 
sion comments tersely that ‘all that will happen 
wil be the surrender by the workers of two hours 
in the working week for which they are now paid, 
but in which no work is done’. Of the second 
agreement: the Commission states that there is 
much to commend it, for ‘compared with what 
appears to have been happening elsewhere . . . 
(it) exhibits a marked degree of moderation’. 
Nevertheless, the final comment is that 'both 
parties seem to have allowed themselves to lose 
touch with the requirements of the national 
interest . . .'. On the agreement in the exhibition 
contracting trade, the Commission finds that ‘it is 
prima facie of an inflationary character. . . . No 
evidence was placed before us by either of the 
parties to the agreement of any circumstances or 
of any considerations such as could justify it. . .". 
The agreement was ‘contrary tothe public interest’. 

However uncertain the future of the National 
Incomes Commission may be, it seems quite 
. clear that it proposes to make its presence felt, 
if only by disclosing to the public the state of 
affairs which organized labour and industry would 
doubtless prefer to remain a matter for their sole 


THE 
ACCOUNTANT 


The Role of Profits 


August 3rd, 1963 


1 


ME. 


concern. It may well be true, as Mr GEORGE 
Woopcock has asserted, that NIC represents 
no one but themselves. But does he seriously 
suggest that a ‘representative’ body consisting of 
both sides of industry would be as frank in its 
comments and as forthright in its opinions as NIC 
has been in its first two reports? One need only 
read the reports of N.E.D.C. to find the answer. 
The NIC has recognized trades union fears 
that a future Government might use it for restrict- 
ing their legitimate claims. Any form of wage 
regulation must, on the grounds of equity, be - 
matched, or at least appear to be matched, by à 


. corresponding supervision of profits. This point 


is accepted in the newly-released memorandum 
which the Federation of British Industries sent 
to THE CHANCELLOR OF THE EXCHEQUER last 
December. What the F.B.I. is at pains to stress 
is that any attempt to regulate or control profits is 
fraught with insuperable difficulties. 

The essence of the F.B.I.’s case is that profits 
are a different species of income from wages, 
salaries or interest, all of which are determined 
by contractual rights. Profits, in the language of 
the classical economists, are the reward for 
uncertainty and risk-bearing. In this role, they 
perform a vital function within the economy | . 
in so far as the different rates of profit earned in ` 
various economic activities determine in the 
longer run the allocation of resources within the 
economy. Profits are an : integral part of the price 
mechanism. 

The criticism of the classical thesis is that it 
applies only to a perfectly competitive society in 
which all factors are completely mobile in the 
long run. No one would claim that such a state of 
affairs exists in the majority of industries in 
Britain. High profits arise not merely because a 
firm is efficient; it mày enjoy a protected share of 
the market by arrangements which the Restrictive 
Practices Act is designed to stop. The industry 


itself may enjoy a substantial measure of tariff c 


protection so that the pressure of competition 
which should eliminate the inefficient is removed. 
Even if it be conceded that it is desirable to 


‘restrict the rate of profits within an industry to a 


given level, how is that level to be determined? 


Rud 
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Is it by reference to turnover, to the size of the 
labour force, or to the volume of capital em- 
ployed? Anyone who can recall the state of affairs 
created by the adoption:of the 100 per cent rate 


of excess profits tax during the Second World 


War will reject any such type of limitation which 
effectively destroys all incentive to efficiency and 
growth. Within'a single industry the. component 
firms are of varying sizes, at different stages of 
development, with varying degrees of managerial 
skill. Does one adopt a standard rule for all these 
undertakings? One can agree with NIC that the 
entire benefit of rising profits should not accrue 
to the shareholders any more than it should go 
entirely in wage increases. It is quite reasonable 


xo assert that some of the benefit of higher 
- productivity should be reflected in price reduc- 


tions for the benefit of the consumer. 

The real difficulty 1 is to decide at what stage in 
the expansion of profits within the firm, the 
industry or the economy. generally, this policy 
of price reduction should be initiated. No one 
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can deny the NIC the right to adopt the moralistic 
tone of its statement that 'it is the duty of em- 
ployers and workers alike to extract no more 
than (heit proper [szc] rewards as indicated by the 
overall rate of increase in national productivity’. 
One does not have to be devoid of egalitarian 
principles to.inquire whether it is right that the 
‘proper’ reward for all factors is henceforth to be 
limited to the overall rate of growth i in the econ- 
omy. This is hardly practicable in a dynamic 
economy, even if the present dynamism in the 
United Kingdom is a bare 2 per cent per annum. ` 
It would certainly be less if these proposals of the 
National Incomes Commission were adopted. 

The real value of this second NIC report rests 
in the fact that its authors have had the courage 
to tackle issues which everyone else, from the 
Government to the trade unions, has been pre- 
tending will solve themselves. It deserves credit 
for its plain speaking and for its efforts to start 
the parties concerned on the task of rethinking 
their policies. 


Presentation of the Financial Position 


SOME NEW THOUGHTS ON AN OLD TOPIC 
by A. H. TAYLOR, M.C, A.A.C.C.A. 


—— 7 The —— of the Balance Sheet 


NE of the most interesting studies in the 
rich field of accounting research concerns 
the form in which the balance sheets of 


industrial enterprises are presented. After the 


pa 


years of publicity given to this aspect of the art in 
The Accountant and elsewhere it might have been 
expected thàt some general uniformity of ap- 
proach would have developed. It seems, however, 
that age cannot wither nor custom stale the 
infinite variety of presentation. 

Some balance sheets are in strictly orthodox, 
double-sided form; some consist of tabular 
statements; others are concerned to impress the 
reader with the total of net current assets, but a 
number prefer to show the sum total of all assets. 
Many use the established language of accountancy 
but a few launch forth into sentences of almost 
childlike simplicity in order to explain what the 
figures mean. Whilst it is to be hoped that 
individualism will remain an attractive feature in 
English accountancy, yet the variety of treatment 


given to the balance sheet could raise doubts in 
the minds of the general public as to whether 
accountants themselves are agreed as to the 
purpose of the document. 


. Historically, it appears that the balance sheet 
in its original form fulfilled the purpose of the 
modern trial balance; that is, it simply showed 
whether the accounts balanced. It is not unknown 
for novices to confuse the two statements. In the: 
old textbooks the student was informed that the 


. balance sheet set out the values of the assets and 


liabilities; but the meaning of value in this sense 
was rarely defined. Nowadays, accountants con- 
stantly have to remind the outside world that the 
balance sheet is not intended to show realizable 
values, especially of fixed assets. The statement 
that values are on 'a going concern basis' is toc 
theoretical and lacks precision for the man in the 
street. It is significant that the fixed assets of 
many companies have been revalued, or written 
up by means of index numbers, with the result 


that the balance sheets concerned do show more 
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or less current values. Thus, in spite of the 
protestations of accountants, there appears to be 
a natural desire on the part of the investor, and of 
his elected representative, the director, for 
balance sheets to provide an indication of current 
values. 

A tendency has appeared for some accounts 
published in recent years to avoid the use of the 
term ‘balance sheet’ and, presumably with a view 

‘to giving a clearer indication of the nature of the 

document, to describe it as a ‘statement of the 
financial position’. It is doubtful, however, 
Whether that well sounding phrase is any more 
enlightening to the layman who persists in his 
naive inquiries as to what the business is worth. 
Whilst the term ‘net worth’ is used with some 
enthusiasm in the study of scientific management; 
it is one calculated to fill the accountant with 
horror and alarm. . 


— The ‘Sources and Disposition’ Approach . 


Another modern tendency, which carries with it 
the tabular or single-column method of presenta- 
tion, is to convert the balance sheet into a state- 
ment showing the sources and disposition of 
funds. Thus, the sources of the funds comprise 
the issued capital and additions to issued capital 
by way of reserves and undistributed profits. 

This approach becomes rather sophisticated if 
the directors decide to revalue fixed assets, whén- 
the additional value is also shown, by way of 


capital reserve, as a further source of funds. It is,- 


however, questionable whether revaluation of 
fixed assets adds a penny to the funds being 
employed in the business. 

Somewhat similar totals are arrived at in the 
presentation which sets out to show capital 
employed ; but there appears to be some difference 
of opinion as to whether capital employed con- 
sists of assets less liabilities or capital accounts 
and reserves. In some statements the net assets 
are shown as "represented by’ the capital funds, 
but in other statements the converse is apparently 
the case. Furthermore, the investor in debentures 
may be pardoned if he is a little confused when he 
finds that one company includes his debentures 
as part of capital employed but another company 
deducts the debentures from the assets. 

Perhaps the most ingenious creation of the 
accountant, and the one best calculated to rein- 
force the mystery of his calling is the accounting 
conception of ‘goodwill’. If those investors who 
possess a little commercial learning remember 
that goodwill is the value attaching to reputation, 
or ‘the probability that. the old customers will 
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retürn to the old place of business, they may have 
to revise their ideas when they read a consoli- 
dated balance sheet. Goodwill in the world of 


consolidated accounts is the excess of the prices. 


paid for net assets over the figures at which they 
stand in the books of the vendor. The fact that 
the price may be due to a variety of circumstances 
quite remote from the value attaching to reputa- 
tion, is beside the point; nor is the basis on which 
book values have been arrived at of relevance in 
this conception of goodwill. Admittedly the 
excess of the price paid over the book value of 
assets is sometimes referred to in so many words, 


but the figure concerned still appears as an _ 


asset and it may be shown as inflating the. sources 
from which funds: have been obtained. 


The investor, uninstructed in the mysteries of. 
from the accounts how much the business is 


worth, or whence it obtained its funds, or how 
those. funds were applied. Instead he may decide 


to concentrate on the. obviously important 
exercise of ascertaining whether.the company ds . 
in a position to pay its debts without difficulty. 


For the purpose of this exercise the form of the 
balance sheet may assist him by deducting current 
liabilities from current assets, leaving a figure 


- variously described as ‘net current assets’ or 


‘working capital’. 


- If a substantial excess. of currenit assets appears, ` 
. the inference may be drawn that the position is 


satisfactory — until someone points out that the 
excess represents idle capital and that in an 


event net current assets do not necessarily > 


indicate a liquid position. Unfortunately the 


figure of ‘net liquid assets’ can hardly be calcu- 
lated with accuracy without an analysis showing 
the extent to which stocks are readily realizable, 


the net amounts likely to be obtained from them, ` 


and the prepayments, provisions and accruals 


_ which may be ircorporated in the current assets 


and current liabilities. If, notwithstanding the 
difficulties, the investor is able to make a reason- 
able approximaton of the liquid position arid 
finds, for example, that current liabilities exceed 
liquid assets, he should not jump to the con- 
clusion. that the business is unable to pay its 


debts. The solvency of a business depends more l 
on its borrowing powers than on its liquid assets. 


A rapidly enlarging proportion of the popula- 
tion has a direct financial interest in the fortunes 
of industrial enterprises; and an even larger 
proportion is indirectly interested through mem- 
bership of pension funds, investment in unit 
trusts and, indeed, because their ` employment 


" 


accounting, may give up tlie idea of finding gl eg 
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depends on industrial prosperity. Fortunately, 
accountants zre fully aware of the need to make 
their statements readable by the general public 


28 well as by managers who may not be versed 


in the mechanics of accounting. Nevertheless, it 
remains a fact that few people can 'read a balance 
sheet’ without expert guidance; and even if they 
understand the language of accounting, the con- 
clusions they .draw from the figures are fre- 
quently erroneous. This may be a bold assertion 
but it is made with conviction, and if it is correct 
the fault must lie less in the readers of the 
accounts than in the compilers. | 


Real Nature of the Balance Sheet " 


The balance sheet is referred to in some modern 
textbooks as a statement of the balances remaining 


U* on the books after the necessary transfers have 


been made to the revenue accounts — 
and loss account, for example. Such a definition, 
however true it may be, could lead the layman to 
suppose that the balance sheet simply represented 
the residue, rather than the ultimate object, of 
the accounting process. It might be equally true; 
and in some respects more logical, to say that the 
revenue accounts contained all the balances on 
the books other than those carried forward in the 
balance sheet. 

Destructive criticism is unproductive unless it 
Is accompanied by some attempt, even if of a 
purely tentative nature, to suggest remedies. The 
first question to be answered is, it is suggested: 

that is the overall object of the balance sheet if 
it is not to represent merely a list of balances 
withheld from the revenue accounts? 'T'he accoun- 
tancy profession has made it quite clear that'a 


balance sheet is not intended to be a statement of 


current values. If it is a statement of the balances 
on the books other than those transferred to the 
revenue accounts, then it is necessary to define the 
remaining balances. 

- To say that the remaining balances are E 
‘on capital account does not define them. In 


. essence an accounting system records, in terms 
. of the nation's. currency, incoming values. and 


outgoing values, and it is the function of the 
accountant to segregate. these values into those 
which are transferred to the periodic revenue 


account and those which are carried forward in 


the balance sheet as of a capital nature. In ac- 
cordance with.this argument the items contained 
in the balance sheet are (a) items of expenditure 


which have not been deducted. from current 


income; and (5) items of income which have not 
been set off against current expenditure. 
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The nature of.the balance sheet as outlined 
above suggests that it is essentially a statement of 
income and expenditure. The items detailed on 
the statement are simply those which are carried 
forward for writing off or crediting to the 
revenue account at a future date. So far.as many 
items are concerned, particularly the income 
received in the form of fixed capital, there will be 
no question of writing off until and unless the 
capital is reorganized or the business is liquid- 
ated. In this sense the expression ‘writing off 
means transferring the items to a subsidiary 
account or statement, the profit and loss account, 
for the purpose of showing the surplus which 1s 
available either for strengthening the capital er 
for distribution as dividend. This viewpoint of 
the balance sheet embraces the conception of fixed 
assets as ‘deferred revenue expenditure’. 

The only fundamental difference between 
fixed and other assets or deferred charges shown 
on the balance sheet is that some are, according 
to the rules of accounting, destined for writing 
off sooner than others. All the so-called assets are 
examples of expenditure; all the capital funds 
and liabilities. are examples of income. The 
balance sheet, in short, shows the sources and me 
disposal of the funds. 


| Tentative Conclusion 
The tentative conclusion reachéd so far is that 


the balance sheet shows what money or credit has 


been obtained to run the business and how it has 
been spent. If this is a true conclusion it would 
seem better to describe the statement as oné 
recording the sources and disposition of funds, or 
give it some-similar title, leaving the meaningless 
label ‘balance sheet’ to pass into a deserved 
oblivion. The description ‘financial position’ 
would more appropriately apply to the whole 
packet of accounting statements which all resolve ` 
into incomings and outgoings. 

- Statements of the financial position in the form 
suggested exclude by inference any adjustment of 
values in the light of appreciation or depreciation 
of asset values or changes in the purchasing power 
of money or the cost of replacement. The 
accounts have nothing to do with current values; 
only with money receivable or expendable. This 
is not to say that depreciation should not be 
charged i in respect of fixed assets; nor, by means 
of provisions or writing down, in respect of 
current assets. Such charges, or provisions, 
merely represent stages in the process of gradually 
setting off the expenditure against current 
income to show profit. 
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` The terms ‘fixed assets" and-"current assets’ are 
reasonably indicative of their constituent parts 
and are sufficiently well understood to be retained, 
but it would: be more accurate to head the items 
‘expenditure on fixed assets” or ‘expenditure on 
. current assets’, -as the case may be.. These two 
groups do not, however, cover all the types of 
deferred expenditure. Money is spent, and not 
immediately charged against current income, on 
so-called intangible and ‘fictitious’ assets, such as 
formation and issue expenses, and in some cases 
advertising and development expenditure is 
deferred. A more precise description of such items 
would appear to be ‘deferred charges’. Likewise 
‘some items customarily included in currént assets 
are by no means current: examples are debtors 
with long credit terms and costs on long-term 
projects or contracts. The American expression 
‘deferred receivables’ would. seem more appro- 
priate to such items. 

‘The usual practice in respect r the group 
entitled ‘sources of funds’ is to include share- 
holders’ capital,. retained profits and debenture 
capital. Sometimes debenture capital is shown as 
a deduction from net assets, leaving the total of 
the.‘sources of capital’ representing shareholders’ 
interests, It is suggested, however, that if the 
‘sources and disposition of funds’ approach is 
carried to its logical conclusion, this part of the 
statement must include not only equity and loan 
capital but also credit-obtained from banks and 
creditors. In a sense the wheel comes. full circle 
back to the double-sided balance sheet, but the 
headings and the intention will be different. 
Certainly it will always be desirable to distinguish 
between short-term and long-term sources of 
funds (fixed and. variable capital) in the same 
way that the manner in which the funds have been 
applied i iS SO SE 


Less Confusion 


If the statement is described as the’ ‘sources 
and disposition of funds’ there should be no 
illusions as to its nature on the part of the general 
‘reader. The investor would not then confuse the 
accounts, as he frequently does, with a statement 
‘of values. The accounts will record the steward- 
ship of the directors over the money entrusted to 
them. Nevertheless, a demand will remain for a 
Statement showing the value of the assets held bya 
business, if not of the value of the business itself. 
Assuming it is.possible to make a reasonable 
valuation of the assets, and perhaps of the good- 
‘will, the figures should form a separate statement 
and not be confused with the accounting state- 
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ments.: The. complexities of valuation are outside 
the scope o? this article but such a statement 
should show the pee of. the valuations if it is not 
to be misread. ` , i ; 2 WR 


Statement of Values 


For. the. purpose of a statement of asset values it 
may only be necessary to adjust the ‘book values’ 
of -fixed assets. and to eliminate all deferred 
charges. The benefits to be gained by submitting 
such a statement must be very much a matter of 
opinion but i:. would, undoubtedly be interesting . 
to the investor if he could have an estimate of 
what the fixed assets were likely to fetch if they 
were sold. This picture would, presumably, give 
him some idea of the intrinsic security of his invest- 
ment and might be of use as a defence against a 


take-over bid. To complete such a picture it 


might be necessary in some.cases for work in 7" 
progress to be written down and, possibly, for 
finished stocks to be written up to ‘selling values. 
The final result would, however, be subject to 


‘such a mass of qualifications that it might be ` 
more misleading than useful. The fact that fixed 


assets might realize more than was paid for them 
does not put any money in the pockets of the 


investor while the business has no intention of 


selling them, 

The Accountant Annual Awards. jus given a 
great stimulus to the accountancy profession so : 
far as the lcgical -presentation of statutory 
accounts is concerned. The main purpose of this 
article is to suggest that there is now a need for 


some overall uniformity of the form in which the... 


so-called ‘balance sheet’ is presented. This ' 
overall uniformity. of approach could be achieved 
without fettering the accountant’s discretion in 
dealing with the details appropriate to a particular 
business. 

It has been suggested that the term ‘balance 
sheet’ is itself outmoded and should be replaced 
by a title which better indicates the real nature 
and purpose of the figures. The necessary pre- 


| requisite is a general agreement as to the object of 


the statement. Since all accounting is, in essence,. 
a record of income and expenditure, the descrip- 
tion ‘sources and disposition of funds’ seems to 
be the most appropriate title hitherto adopted. 

The cost of replacement and changes in the ` 
value of assets, or of the purchasing power of; 
money, should not affect the statement but may 
be indicated by a supplemental presentation. The 
need for uniformity derives, in part at least, 
from. the wider cross-section of the population 
who are seeking to understand. what accountants 
are trying to say. ) - 
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IS READY TO DISCUSS 


with professional accountants and advisers ways and 
means of financing small and medium sized companies 


Finance can be proyided in the form best suited 


. to a company's needs 


i 


ICFC's Branch Managers are willing at all times to 
discuss financing problems, and to place their experience 


freely, and nme at the disposal of the professional . — 


adviser 





; ‘Capital for Business’, and available literature,- 


will be sent on request 


Industrial 
d Commercial ` 
Finance 


Corporation Lid | 


Shareholders: The English and Scottish Banks 


Piercy House, 7 Copthall Avenue, London EC2 
National 4040 


and branches in industrial centres 
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Sir John Cowley, K.B.E., CR. A.M. 
Chairman of The Bowmaker Group. 


“We hear a great deal these days about 
the need to re-equip industry—and ` 
rightly so. Bowmaker are helping more 
and more factories to get new plant and. 
machinery to turn out their goods with 
greater efficiency. In many cases it 
would pay handsomely if firms gave 
their offices a good shot in the arm as 
well. And Bowmaker can help them to do 
it. Versatility is our second name . .. 
industry, farming, agriculture, education 
are all fields in which our activity grows 
daily. i 4 l 

Why not get in touch with your local 
Bowmaker branch (under Bowmaker 
in the telephone directory): or write 
to The Bowmaker Group, Bowmaker 
House, Lansdowne, Bournemouth.” 
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Now for our next trick ... Well, ina 
modern office, there are so many of them. 
‘Calculating, duplicating, recording and ~~ 
accounting machines, computers, all are 

. ` cutting down on time and cost as if by 
magic. But in fact it's logic, not magic. 
Good modern office equipment is neces- 
sary for efficiency and you don't need a 

calculator to prove that. ` 





THE BOWMAKER GROUP. OVER 100 OFFICES THROUGHOUT THE BRITISH ISLES, y Members of the Finance Houses Association 








| BOW MAKER GIVE YOU CREDIT FOR PROGRESS: | 
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by P. A. SMITH, A.C.A. 


Penalty Loadings in Neglect Cases 


HAVE not a great deal of experience as to the 
Lg rate of penalty loading to advise in neglect 
cases. One lead which can be taken from section 
47 of the Finance Act, 1960, is that, apart from the £50 
penalty for each year of assessment, the maximum 
penalties for neglect are 100 per cent of the duty lost, 
and the maximum penalties in cases of fraud are 200 
per cent. Can it therefore be argued that the penalties 
"bot neglect should be approximately half the penalties 
for fraud? Because it 1s the Board of Inland Revenue's 
right to mitigate the legal penalties and my experience 


in cases of neglect is very limited, I can only put 
forward this argument: viz. that one can read into 


section 47, Finance Act, 1960, the inference that the 
Legislature had in mind that the penalty for fraud 
should be twice that for neglect. I have only had one 
clear case of neglect where this principle could be 


applied. The client offered half the penalty that would: 
have been offered had it been a case of fraud, and this: 
was accepted by the Board of Inland Revenue. The 


case was a very small one and, therefore, should not 
be taken as a precedent. Nevertheless, I think the 
principle is reasonable. This would make the penalty 
loading between 20 per cent and 40 per cent depend- 
ing on the details of disclosure, and the type of 
—Tpetrsomn-who has committed the offence. Only experi- 
: ence in the future will show us what the Board of 
Inland Revenue's views are on this question. It should 
not be overlooked that penalties for neglect are only 
applicable to an assessment which is made TEIG six 
years following the year of assessment. 


: Allowance for Interesi 


62. Since the Finance Act, 1960, when interest 
became legally payable, the practice has been to 
deduct 15 per cent from the penalty loading and to 
substitute the interest charged. This practice .was 
initiated by the Inland Revenue and appears to be 
purely arbitrary. Where the average length of time 
that the tax lost has remained unpaid is five years, it 
will be seen that the interest charge is likely to be 


approximately 15 per cent, if the tax lost is spread 


Aen and therefore the scale of penalties prior to 
e Finance Act, 1960, and after the Finance Act, 
1960, would be approximately the same. If, however, 
the average length of time that the tax lost has re- 
mained outstanding: is ten years and the average 
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interest charge is therefore 30 per cent, it can be seen 
that the total penalty loading and interest is 15 per, 
cent more than would have been payable prior to the 
Finance Act, 1960. This procedure is, of course, only 
fair and cannot be seriously challenged. 


Criminal Proceedings 


63. Criminal prosecutions by the Inland Revenue 
are sometimes taken under section 5 (b) of the Perjury 
Act, 1911, which states ‘if a person knowingly and 
wilfully makes a statement false in a material parti: 
cular and the statement is made in an account, return; 
or other document which.he is authorized or required. 
to make by any public General Act of Parliament, he. 
shall be guilty of a misdemeanour’. Section 5 (c). 
extends the offence to 'false statements made in any. 
oral declaration or oral answer which a person is 
required to make by, under or in pursuance of any 
such Act’. Submission of false accounts and con-; 
spiracy are Common Law offences and the Board of, 
Inland Revenue often take these cases under Common: 
Law. It is difficult to comment on the type of case. 
which is so serious that a criminal prosecution might. 
ensue, because the responsibility for taking such 
proceedings lies with the Board of Inland Revenue. 
One can only study the cases over the past few years: 
where criminal proceedings have been taken to see. 
whether a pattern emerges. 


` 64. There is little doubt that the Inland Revenue 
regard an accountant who has defrauded the Revenue 
or assisted a client to defraud the Revenue as the most 
serious case of all. The Inland Revenue rely very much 
on the integrity of accountants, and therefore. the 
system is seriously threatened when an accountant, 
especially one with a good qualification, is found to 
be dishonest. The impression exists that the Inland 
Revenue would prosecute' in ‘most cases where a 
professional agent was seriously involved. Other 
factors which presumably influence the Board. of 
Inland Revenue in deciding whether to take criminal 
proceedings follows the lines outlined above where 
the penalty loadings.are the highest. 


65. Revenue prosecutions for fraud usually. attract 
publicity in the popular Press, and therefore thé 
Inland Revenue bear in mind the possible reaction of 
public opinion to a case in which criminal proceedings 
are taken. For instance it would not help the Board 
of Inland Revenue to collect back duty if they com- 
menced to take criminal proceedings against clients 
who had made a voluntary disclosure or a full con; , 
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fession. It would obviously discourage taxpayers from 
making a full confession if they felt that the Inland 
Revenue were likely to take proceedings against them. 
At one time the Inland Revenue (prior to 1942) gave 
an undertaking not to take criminal proceedings in a 
case where a full and frank confession was made, but 
this was withdrawn and the present position is that 


the Board of Inland Revenue state (in the Hansard ` 


extract) that they are influenced by a full and frank 


confession. It. would have to be a very serious case. 


before the Inland Revenue would take criminal 
proceedings against a taxpayer who had made either 
a voluntary disclosure.or a full confession when he 
was challenged by the Revenue. 


Recent Criminal Prosecutions for Tax Frauds 


66. A brief analysis of two very recent cases is of 
interest as to the circumstances that might influence 
the Inland Revenue to take criminal proceedings. 

Regina v. Cole, Cole & Wilson (Leeds Assizes, 
October 1962). J. F. C. Cole, who had been Lord 
Mayor of Huddersfield, and an alderman for thirteen 
years, was charged with his cousin and with his co- 
director with conspiracy, false claims for deductions 
in respect of retainable charges, and false repayment 
claims. These arose from two deeds of covenant, 
which were found to have been reciprocally arranged. 
When repayment claims on behalf of the minors were 
submitted the accused had signed certificates that the 
minors' parents had not provided, or undertaken to 
provide, funds, directly or indirectly for the purposes 
of the settlement, and that there were no reciprocal 
arrangements to make or enter into any settlement. 
The Inspector of 'laxes, being suspicious, had 
` arranged an interview at which the three men stated 
that all the deeds had been entered into voluntarily 
and there was no reciprocation. The inquiry branch 
uncovered the fraud by having a black book with 
rubbed-out entries examined by the Home Office 
Forensic Laboratory! Points to note are: 

(1) The person mainly responsible was a public 

figure. — 

(2) The scheme to evade tax was carefully planned 

and executed. | " 

(3) Collusion was necessary. , 

4) On challenge all irregularities were denied. 

" False certificates were signed. 

(6) The Inland Revenue discovered the fraud. 

(7) The Inland Revenue's case was provable by 

documentary evidence. 
The defendants were found guilty and were fined 
£3,070, plus £450 costs. Total tax evaded was £2,352. 


67. Regina.v. Firth, Firth © Watson (Leeds 
Assizes, December 1962). H. Firth, managing director 
of H. Firth Ltd, the company secretary, and F. 
Watson, managing director of F. Watson & Co Ltd, 


were accused on nineteen counts of understating the. 


. profits of H. Firth Ltd. H. Firth was further charged 
with forging and altering a number of invoices. A new 


ə bungalow was built for Firth by a firm of builders, 
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: and to pay-for this he drew two cheques on the com- 


pany in favour of the builders. He had two invoices 
printed in the name of the builders, describing them 


as “‘wools, noils and waste merchants’. The address «4 


and telephone number quoted were fictitious and he 
showed on these invoices, goods normally purchased 
by his compary. Other fictitious purchase invoices 


were passed through the company, being obtained ` 


from F. Watson & Co Ltd, although no goods were, 
in fact, bought from that company. Other charges 
were preferred of inflation of the company’s purchase 
invoices, omitted waste. sales and the understatement 
of stock. The case was opened by the Inspector 
of 'laxes' inquiry about travelling expenses in 
Australia and New Zealand. Firth lied to the Inspector 
of Taxes and told him that his wife had not been with 
him on this trip. He made certain disclosures stating 
that these were the only irregularities. Subsequently 
Mrs Firth admitted that she had been with her 
husband on the Australian trip. A partial disclosure 
of the fictitious purchases was then made, and on 
three subsequert occasions during the investigation 
Firth claimed that he had made a complete disclosure. 
Further examiration of the records had revealed. 
additional frauds. Firth was sentenced to twelve 
months’ imprisonment and the judge mentioned ‘the 
size, sustained and deliberate nature of the offences’, 
and described the transactions concerning Firth’s 
bungalow as ‘barefaced fraud’, The total understated 
profits amounted to £20,641 and the tax underpaid 
was over {11,000. Points arising out of this case are: 


(1) Collusion was necessary. 
(2) False invoices were printed with a fictitious 
address and telephone number. 

(3) False entries were made in the books and a. 


deliberate (and successful) attempt was made to 
iE 


deceive the auditors. "ane 

(4) On five occasions false or misleading! informa- 
tion was given to the Inspector of Taxes. 

(5) The frauds extended over ten years. 

(6) The amount of tax evaded was substantial. 

(7) The Inland Revenue's case was provable by 
documentary evidence. 


Are Criminal Proceedings Contemplated by the 
Inland Revenue? 


ben, cd 
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68. It can be taken as almost certain that the Board 


of Inland Revenue will not institute criminal pro- 
ceedings if the Inspector of 'l'axes discusses or makes 
any reference to a pecuniary settlement. There is a 
theory that the rules of evidence would make infor- 
mation obtained after such a reference inadmissible, 


on the grounds that the mention of a pecuniary) 


settlement was an inducement to obtain information. ' 
A formal warning by an Inspector of 'l'axes to a client 
that ‘you are under no obligation to answer any ques- 
tion or to make any statement, but if you do, whatever 
you say will be taken down and may be used in 
evidence' might be taken to mean that the possibility 
of criminal proceedings cannot be ignored. 
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[We regret that paragraphs 28-35 of this paper were 


inadvertently excluded from their correct sequence in: 


earlier issues and we apologize to readers and to the 
P cauthor for this omission. The passage ts reproduced below, 
before Mr Smith's conclusions to his paper — Editor.]- 


Living Expenses 


28. If the question of living expenses is left to a 
late stage in the investigation, the client may be 
tempted to colour his statements about living ex- 
penses by reference to events which have been 
brought out by the investigation. If, however, at the 
commencement of the investigation the accountant 
seeks to ascertain from the client what his living ex- 
penses are at the present time, there is no reason why 
this information should not be entirely accurate. 
There is no question of the client having to remember 
events which happened a long time ago if the account- 
ant at this stage confines himself to an investigation 
77 of present living expenses. The taxpayer will know 

exactly how much his weekly housekeeping allowance 
to his wife is now, and even if, at a later stage in the 
investigation, cash living expenses for earlier years 
are difficult to ascertain, then the correct figure for 
current living expenses, adjusted by reference to the 
cost-of-living figures and the particular circum- 
stances of the client's family, will prove reasonably 
adequate. 


PL 


i Notes of Interview 


2g. It will have been noticed that District Inspec- 
tors and inquiry branch inspectors make notes of 
most back duty interviews, and in many cases ask the 
accountant to sign them as being a correct record of 
what took place. These are useful later on when con- 
sidering the degree of culpability, but the accountant 
menld scrutinize them most carefully to avoid there 
en. bias against the client in the notes, in which 
case the accountant should prepare his own notes and 
seek agreement of them. In serious cases, where there 
is any possibility of criminal proceedings being taken, 
it should not be overlooked that notes of interview are 
available to an Inspector of Taxes, the taxpayer or the 
accountant, who, if giving evidence, may use them as 
an aide-mémpoire. 


_ Investigation Complete 


30. When the report is sent in to the Inspector of 
Taxes or to the inquiry branch, it should be made 
quite clear to the Inland Revenue authorities that all 
the investigating accountant’s working papers, all the 
business books and records and any other documents 
(with the client's permission) that might be of assist- 

_ ance to the Inland Revenue will be available for their 
Mainspection. This enables the Inland Revenue to see 

ow the report has been compiled and what work has 
been done. It further enables them to spot check 
where they wish and so reduces the time of their 
examination. Ir also creates the correct atmosphere of 
collaboration and confidence between the Inland 
Revenue and the accountant. This will help the client 
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to have his case cleared up as:quickly as possible, andit 
willalso bé of assistance in minimizing the penalty load- 
ing at the appropriate time. In the Members’ Handbook, 
the Council's statement concerning members' working 
papers in back duty cases, is contained in para- 
graphs 7 to 11 of Q2 (see Appendix). The Council 
point out that working papers do not fall within any 
of the powers given to the various commissioners 
under sections 31, 54 and 59, Income Tax Act, 1952, 
and that a request by an Inspector of Taxes or by the 
inquiry branch for the production of working papers 
would therefore not normally be acceded to. I am 
suggesting, however, that it is better to send the 
working papers to the Inland Revenue without being 
asked. My definition of working papers would 
not include the correspondence file except where 
letters from banks, solicitors or stockbrokers are 
necessary to corroborate statements of fact included 
in the report. 
Culpability 


31. After the report has been examined by the 
Inland Revenue and the admitted profits have been 
agreed, the question of culpability will arise, and here 
again it is not always a precise matter. Sometimes it 
is precise where there is a clear case of fread or a clear 
case of innocent error, but a great many cases will 
fall near the borderline between innocence and neglect, 
or neglect and wilful default and fraud, and it is these 
borderline cases which merit our attention. . 


` Innocent and Inadvertent Error 


32. At one end of the scale there are the cases of 
innocent and inadvertent error. The question of 
whether an error is innocent and inadvertent is 
important because if a return, statement, declaration 
or accounts are made or submitted by any person 
neither fraudulently nor negligently, and upon it 
coming to his notice (or, if he has died, to the notice 
of his personal representatives) that they were in- 
correct, he remedies the error without unreasonable 
delay, no penalties would be exigible against him 
(section 47 (3), Finance Act, 1960). Obviously the 
cases of innocent and inadvertent error which the 
Inspector of Taxes asks to be investigated are very 


- rare because the Inland Revenue do not often make 


the mistake of asking innocent taxpayers to submit to 
a back duty inquiry. If such an error is made then the 
accountant should attempt to ascertain the reason for 
the inspector's query. If the Inspector of Taxes will 
supply the information the accountant should be able 
to give a complete explanation on behalf of his client. 


33. As accountants are doubtless aware, however, 
the Inspector of Taxes will not usually disclose the 
source or nature of the information in his possession, 
which has caused him to institute an inquiry into a 
taxpayer's affairs. One reason for this is that the 
Inspector of Taxes suspects that the taxpayer might 
be tempted to limit his disclosure to the items 
mentioned. 


34. In the majority of these cases the accountant 
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either by an examination of the client's wealth 
position as compared with his i income, or after an 
interview with the client, can see quite clearly why 
the i inspector is asking for capital statements. In such 
cases he will take instructions from his client and 
proceed with the investigation. However, occasionally 
a case occurs where the inspector persists in asking 
for capital statements, but the taxpayer denies all 
irregularities, and the accountant, after an examina- 
tion of the client's wealth and income, cannot see any 
good grounds for the Inspector of Taxes’ persistence. 
If this position is reached it should be communicated 
‘to the inspector, who might in these circumstances 
give his reasons for requesting an investigation. 


. 35. If the Inspector of Taxes continues to refuse 
to give any reason, then the accountant has no re- 
.course other than to refuse to proceed with the 
"invéstigation. It would then be open to the Inspector 
of Taxes to apply to the General Commissioners for 
a precept under section 54, Income Tax Act, 1952, 
‘for the production of books and records. At this 
hearing the Inspector of Taxes would have to disclose 
‘his information in order that the General Commis- 
: sioners could decide whether.a precept was to be 
` issued or not. The Inspector of Taxes could, however, 
apply to the Board of Inland Revenue for a precept 
under section 31, Income Tax Act, 1952, in which 
case he would be under no obligation to state his 
reasons to the taxpayer. The greatest care must be 
taken, however, not to find oneself in the position of 
a precept being granted on good grounds that the 
` inspector possessed, but which the accountant failed 
to discover and the client refused to disclose. This situ- 
ation would mean that the client suffered a distinct risk 
of prosecution, or alternatively that the penalties which 
, the Revenue would accept in final settlement of the 
- case would be considerably higher than normal. It 
: is possible for the client to deceive his accountant, 
.and therefore this position could be reached and 
- may not be the accountant's fault. Nevertheless, the 
-accountant should make as certain as possible that 
. no -tax irregularities exist before he forces the 
Revenue into a position where they have to obtain a 
- precept.” 


A | CONCLUSIONS | 


The main points which I hope will emerge from 
: this paper. are as follows: At the commencement or 
-in the early stages of a back duty case a good deal of 
.care is necessary when considering the taxpayer's 
. initial or preliminary disclosure. The reason is that 
_the taxpayer may do himself harm by making -false 
statements, incomplete statements, or even statements 
"which are misunderstood, at a stage when he is 
"confused and probably frightened. The accountant 
‘should seek to obtain written instructions from his 
"client to undertake a full investigation. He should be 
"able to persuade the taxpayer that it is in his own 
best interests that a full and aoa confession should 
: be made. . =- >- 
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. 59 of the Income Tax Act, 1952, and, then stated in 
. paragraph 53 that a member's working papers are his 
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The attitude of the accountant should never be 
to judge the rights or wrongs of the taxpayer's actions. 
Criticism by the accountant will only drive the tax- 
payer into a corner from which he may find it difficult. 
because of his pride, to confess all that he has done. 
Tact and some sympathy are required in order to 
obtain the full facts, and the client should be given 
confidence that the accountant will put his case in 
the best possible light, but only on condition that all 
the facts are disclosed. 

The accountant should offer the Inland Revenué 
every facility once the accountant's report has been 
sent into them. The accountant should make his 
report correct in every detail when it goes into-the 
Revenue, but once it has been submitted all his 
working papers and any information in his possession 
should be freely given to the Inspector dealing with 
the case. A good report need only be investigated by 
the Inland Revenue and agreed, in which case the: 
Inland Revenue will probably be grateful that the + 
accountant has done most of the work and this may - 
be reflected in the penalty loading, which will be to 
the benefit. of the client. 

On the question of culpability and penalty 
loadings, the accountant through his knowledge and 


experience shculd be able to argue his case as an 


advocate for his client. He should not have to ask the 
Inspector of ‘Taxes what amount the Board of Inland 
Revenue are likely to accept in full settlement, but 
should know what a fair penalty is in the particular 


circumstances of the case. An offer which is very 


close to the amount the Board of Inland Revenue 
expect to receive will probably not be rejected, and 
this is why it is so important that an accountant should 
be able to gauze the amount of the settlement that 
will satisfy the Board of Inland Revenue's require- 
ments.. 


APPENDIX 
Members' Working Papers in Back Duty Cases 


Council Statement, ‘Accountancy’, February 1959 
[and ‘The Accountant! , of February 1 4th, 1959] 


1. The iongcestatlisbed procedure in all taxation 
matters is for a member to furnish full replies to all 
proper questions asked by the Inland Revenue in order 
to determine the facts. In some circumstances, however, 
the Inland Revenue has requested that access be given 
to working papers of the accountant and the Council 
considers that, in relation to reports submitted to the 
Inland Revenue following investigations made by 
accountants in back duty cases, it may be helpful to 
amplify the advice given to members in paragraph 33 
of the statement on Unlawful Acts or Defaults by 


. Clients of Members, issued in August 1957 (section S5). 








heading 'Statutory provisions relating to disclosure 


2. In the statement of August 1957, under. thg 
information’, the Council dealt with sections 31, 54 an 


own property and not that of his client and accordingly 
the working papers do not fall within any of the powers 


` given to the various commissioners under the sections 


a 
"Tree — a 
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just mentioned; a request by an inspector or by the 
inquiry branch for production of working papers would 
therefore not normally be acceded to. The Council 
dded, however, that if there are special circumstances 
A in which a member considers that he should accede to 
such a request, then he must bear in mind that in 
negotiations with the Inland Revenue he is acting as 
agent for his client and accordingly he should explain 
the position to the client and obtain his consent before 
acceding to the request. 


3. The Council understands foli discussion with 
the Inland Revenue that ‘working papers’ in back duty 
cases are regarded by the Inland Revenue as including: 

(i) analyses of banking accounts; 
(ii) schedules supporting the statements submitted 
with the report; 

(iii) correspondence such as with bankers and 

stockbrokers; 

(iv) correspondence with the. client and with 

solicitors; 


| — (v) notes of questions and answers between the | 


TE client and the accountant. 


4. The Council wishes to emphasize that it is 
entirely for the member to decide whether to make his 
working papers available to the Inland Revenue. He 
should not do so without the consent of his client but 
the client 1s not in a position to instruct him to do 
so. Even if the client's consent is obtained it would not 
place the member under any obligation to the Inland 
Revenue as it could in no way affect his right to main- 
tain the privacy of his own property. Subject to those 
fundamental considerations, the opinion of the Council 
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on the items listed in the preceding paragraph is as 
follows: . 

(a) with regard to the analyses, schedules and corres- 
pondence referred to in (i), (5) and (iti), the 
Council would see no objection to the production 
of relevant working papers to the Inland Revenue 
in appropriate cases if they are likely to be sig- 
nificant as factual evidence supporting the 
accountant's report and the statements submitted 
therewith. 

(b) the correspondence and notes referred to in (iv) 

l and (v) may well be of a highly confidential 
nature. They should not be produced to the 
Inland Revenue unless the accountant considers 
there are exceptional circumstances, in which 
event he should obtain his client's authority 
covering the specific documents which it is 
desired to produce; before doing so the account- 
ant should advise his client to seek legal advice 
if there is any doubt as to the wisdom of giving 
such authority. 


5. Nothing in this statement should be regarded as 
implying that a member should assist his client to 
deceive the Inland Revenue or to withhold information 
concerning transactions about which there is doubt 
as to their nature or their effect on the back duty 
computation. Such transactions should be the subject 
of special comment in the member's report on the 
investigation and he should be prepared to discuss them 
with the Inland Revenue and if necessary amplify the 


details. 
(Concluded.) 





umi eekly Notes 


MUNICIPAL TREASURERS’ EXAMINATIONS 


TOTAL of 1,277 candidates sat for the May 

examinations of The Institute of Municipal 
Treasurers and Accountants, and 482 (38 per cent) 
were successful. 

In Part A of the Final, there were 409 candidates, 
of whom 155 (38 per cent) passed compared with 
103 successful candidates (also 38 per cent) in the 
November 1962 examination. In Part B there were 
283 candidates, of whom 1:22 (43 per cent) were 
successful; in the November 1962 examination 107 
(49 per cent) passed. 

A total of 585 candidates sat for the Yutesnediate 

, and 205 (35 per cent) passed compared with 121 
7 per cent) last November. 






cs of these examinations and those to be held 
next November. The names of the successful candi- 
dates in the two parts of the Final examination, 
together with a summary of the results, appear else- 
where in this issue. 


Places and prizes will be awarded on the combined | 


THE ASSOCIATION'S EVIDENCE ON 
TURNOVER TAX 


N a memorandum to the Richardson Committee 

inquiring into turnover taxes, the Council of The 
Association of Certified and Corporate Accountants 
say they feel the scope of the inquiry is too narrow. 


The Council takes the view that in the present 
economic position of the country a general increase 
in productivity leading to reduced costs is required 
and that a review of the whole balance of direct and 
indirect taxation, including social security contribu- 
tions and local rates, should be carried out. It is then 
that consideration could be given to the introduction 
of other forms of taxation. The review ought to take 
into account the tax systems of other countries, 
particularly in Europe. It may be necessary before 
long to harmonize the system in the United Kingdom 
with those used by her main trade competitors. 

The memorandum divides turnover taxes into three 
classes: 


(i) the multi-point, ‘cascade’, tax used in Belgium, 
Germany, Holland, Italy and Austria; where 
tax is levied at each stage of production without 
any rebate for tax borne at earlier stages; 


(ii) the multi-point system in France under which 
credit is granted for tax paid at preceding 
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stages (‘taxe sur valeur adjoutée’ or T. Kë Get 
(ii) the single point taxes, such as purchase tax 
here, or the sales taxes in Sweden and Denmark. 


The Council rejects the cascade tax as encouraging 
vertical integration and discouraging specialization; 
moreover it is difficult to determine the precise 
content in the price of exports for the purpose of 
remission. The memorandum summarizes the advan- 
tages and disadvantages of the multi-point and single- 
point taxes and concludes that for the -United 
Kingdom the balance of advantage lies in the single- 
point tax, with adjustments in the base and rates 
of tax as might be considered necessary. 


Turning to the fourth kind of tax, which the 
National Economic Development Council has sug- 
gested for consideration, "he Council of the Associa- 
tion assumes that this would be payable annually 
on the basis of added value (gross receipts less pur- 
chases) as shown in audited accounts. This, of course, 
would affect the flow of revenue, and make the tax 
less amenable to rapid change than is the purchase 
tax. Here again the granting of rebates for exports 
would be less certain since there would be room for 
doubt as to the precise tex content in the prices of 
exported goods. The memorandum concludes that 
there are no valid grounds for replacing purchase tax. 
in this way. 


DIRECTORS PREFER ADDED VALUE TAX.. 


HERE is, concludes a memorandum submitted 

by the Institute of Directors to the Richardson 
Committee, ‘an a priori czse for the contention that 
the substitution of a single-stage sales tax or added 
value tax for the profits tax and the present purchase 
tax would act as a spur to industrial ‘efficiency’. The 
conflict of opinion over tke desirability of adopting 
an added value tax reflected in the views of the 
Institute of Directors on the one hand, and the 
industrial bodies such as the Federation of British 
Industries and the National Association of British 
Manufacturers who have rejected it, on the other, is 
not quite as sharp as appears at first sight. The 
Directors’ memorandum agrees that the ‘direct 
incentives to exporters of the added value tax are 
much smaller than is often thought’. Their views on 
the costs and difficulties of administering the new 
tax are similar to those already expressed, although 
the Directors believe that there would be an element 
of self-checking since producers would check the 
payment of tax at all previous stages. 


The essence of the Directors’ argument is that a 
switch from the present heavy direct company taxa- 
tion, together with the narrowly based indirect taxes, 
to a much more broadly based structure of indirect 
taxes would have a stimulating effect on industrial 
productivity. The memorandum notes that the 
broadening of the indirect tax base could only be 
achieved by bringing into charge ‘food and personal 
items’. It notes, too, that if such taxes were to be 
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E then prices would tend to rise and offset 
the reductions due to the elimination of the purchase 
tax. 

On the other-hand, the removal of the profits tax ~q, 
consumer more often than is generally believed, offset 
the former rise to some extent, so that while a shift 
to a general consumption tax would mean higher 
prices, the rise would be 'considerably smaller than 
the full rate of the new tax'. Nevertheless, the ques- 
tion remains whether, if the Directors’ plan were 
adopted, greater efficiency would fully compensate 
for higher prices, as well as the wider effects of such 
price increases. 


... BUT THE A.B.C.C. SAY - ‘NO INCENTIVE 


HE argument has since been joined by The 
Association of British Chambers of Commerce.. 
who, in a memorandum submitted to the Richardson 7 
Committee, reach the opposite conclusion to that of 
the Institute of Directors and argue that exporters 
and the United Kingdom economy would not benefit 
by the adoption of a tax on added value. 


The Chambers of Commerce memorandum points 
out that the only country with practical experience 
of the tax on adced value is France and that, if the 
French indirect tax system has some advantages over 
our own, 'it is not the method of assessment and 
collection which helps French exports, but the fact 
that the total tax remission accruing to them will be 
very much greater than the exemption from purchase 
tax which accrues to United Kingdom exports’. 


The A.B.C.C. has always advocated a slight swing 
from direct to indirect taxation, but it points out that a 
swing which went so far as to substitute TTT 
value tax for both purchase tax and profits taal | 
result in some dislocation of the economy að EN 
in any case, the correct way to achieve this swing 1s 
‘by a gradual broadening of the basé of purchase tax, 


which might also possibly be extended to cover 
services’. 

On the effect of an added value tax on prices, the 
A.B.C.C. points out that indirect tax remissions 
on exports are permitted internationally because it is 
felt that duties and turnover taxes enter directly into 
the price of goods in a way that direct taxes do not, 
but this, says the memorandum, is a matter of degree 
and not of absohite values and the degree to which all 
taxes are reflected in prices is governed by the scale 
of competition and the level of profit margins. 


The conclusion is that a device for levying tax on 
exports with the scle object of refunding it at a T ; 
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nothing more than a cause of frustration to commer 
and industry and, for that reason alone, would failke~ 
practice. Any real boost to exports, they say, must bc, 
based on the will to export, increased commercial 

and industrial efficiency, and increased output per 

man-hour. 
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~- RETURNED PREMIUMS. NOT TAXABLE 


HÉ majority decision of the Court of Appeal i in 
Brogan v. Stafford Coal & Iron Co Ltd (41 ATC 
x’, 264) has been reversed by the House of Lords, which 
. has now held that a member's share of surplus assets 
` ofa mutual insurance company in liquidation does not 
constitute trading receipts of the member. 

Like many other tax cases, this one arose out of 
nationalization. Up to the end of 1946 the company 
carried on both coal-mining and a brickworks, 
thereafter it carried on merely the brickworks but the 

‘cessation’ provisions were not applied. The company 
thus had to pay tax on its brickworks profit based on 
a computation which included coal-mining profits. 
For years it had contributed premiums to a mutual 
insurance company to meet claims for workmen’s 
compensation and the like. The National Coal Board 
took over the liabilities and some of the assets of the 


~ mutual company and the remaining assets were distri- 


buted ámong the members, including the appellant 
company. This was in accordance with the mutual 
company's articles which provided that a surplus on 
winding-up was to be distributed among the members 
or those who had been members in the last five years. 
The appellant company credited its own share 
(4,58,000)to capital reserve, and resisted the Revenue's 
attempts to tax this as a trading receipt, although 
admittedly the premiums paid to the mutual com- 


pany had all been allowed as expenses, while the. 


mutual company had not been taxed on them, because 
it was a mutual company. 

The Revenue lost before the Special Commissioners 
and. before Plowman, J., but contrived to satisfy the 
Court of Appeal that the sum was taxable. After 
tog,first two hearings they adopted-a new argument, 

ely that the articles of association of the mutual 
” company were part of the contract under which the 


premiums had been paid, and that contract provided - 


for their return in certain circumstances. However, 
the House of Lords saw no reason (according to The 
Times, July 25th) to exclude the general rule that 
lump sums received in a liquidation were capital. 
Of course if the company had been trading in shares 
of insurance companies, that would have been differ- 
ent. 


THE NEW STAMP DUTIES 
ON BEARER INSTRUMENTS 


HE Inland Revenue have issued some useful 
explanatory notes about the stamp duties on 
bearer instruments which came into force on August 
td as provided for by sections 59-61 of the new 
Finance Act, which received the Royal Assent on 
Feet Copies are available from Inland Revenue 
Stamp Offices. . 

Section 59 introduces a new head of charge into the 
First Schedule of the Stamp Act, 1891, the title of 
which is Beater Instrument’. In effect it divides 
bearer if “ments into four main classes with their 
appropt jtes of duty. 
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` The ‘notes set, out thé "procédure for paying the 
stamp duty and for ascertaining the market value. 
They refer to some new forms which the Revenue 
will require taxpayers to complete; these forms are 
now geen at. EE Offices. 


PENSION FUND ASSETS 


OLLOWING the recommendations . of the 

. Radcliffe Committee on the Working of the 
Monetary System and as part of the Government's 
programme for the improvement of financial statistics, 
the Board of Trade has asked private pension funds 
to-provide statistics of their holdings of assets once a - 
year and of their transactions in assets on a quarterly 
basis. 

The first statistics under the new scheme, showing 
funds” holdings of ‘assets at thé end of 1962 and their 
transactions in assets in the first quarter of 1963, were 
published in last week’s issue of the Board of Trade 


Journal. 


'The inquiry into private pension funds was sent 


.to a sample of funds, including all funds with assets 


of £1 million or more. Detailed statistics in the article 
of the various types of assets relate only to those 
funds which completed the detailed questionnaires, 
but the article also makes estimates of the total assets 
of the few funds which did not respond to the i inquiry 
and those not included in the sample, to give estimates 
of the total assets of all private pension funds — that 


. is, all funds of industrial, financial and commercial 


companies and other private bodies (including non- 
profit making bodies) which are self-administered and 
do not operate through insurance companies. 

The assets of these funds amounted to about 
£2,520 million in 1962, although this figure is not 
precise, partly because it is an estimate based on a 
sample of funds and partly because of the valuation 
problems involved. Of the funds contributing to the 
inquiry two-thirds of them by value gave the value 
of their holdings of securities quoted on stock ex- 
changes at the prices ruling at December 31st, 1962. 
But their other assets were shown at book values or 
cost, while the remaining funds gave statistics at other 
dates during the year or gave their marketable 
securities at cost or book values. If the public sector 
pension funds — those of the local authorities and of 
the nationalized corporations -are included, the 
assets of self-administered pension funds total about 
£4,030 million, compared with assets relating to life 
business of insurance companies of about £6,800 
million (although again the basis of valuation is 
different). 

Since the inquiries of the Radcliffe Committee 
in 1957 the assets of pension funds (apart from those 
of local authorities) have roughly doubled in size and 
this increase has been accompanied by marked 
changes in the pattern of investment of funds. By 
1962, 37 per cent of all investment was in equity 
Shares of companies against only 21 per cent in 1957; 


this increase was mainly at the expense of Govern- . 
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ment securities which fell from 34 per cent to 25 per 
cent. 

The statistics of private funds' holdings of securities 
quoted on stock exchanges are compared with the 
value of all quoted, securities, although again only 
on an approximate basis. The private sector funds 
seem to hold around 4 or 5 per cent of total market 
holdings of Government securities (at nominal 
values) and of company preference and ordinary 
shares, They hold a high proportion — 16 per cent — of 
company debentures on the market and of local 
authority quoted securities - 8 per cent — reflecting 
an actuarial liking for long-dated maturities giving a 
higher return than Government stock. 

A high proportion of the total holding of assets is 


This is My Life... 


by An Industrious Accountant 
CHAPTER 183 | 


WAS entering the canteen at lunchtime when 

rinny, our personnel director, hailed me. ‘Join 
me; I’ve a problem to straighten out’. That meant 
talking shop during a meal-a practice normally I 
abhor, but Prinny sounded urgent so I agreed. He 
buttered his roll, dropped a dollop of cream in his 
soup and opened fire. 

‘I got your note about additional staff’, he said 
with some acerbity. ‘Replacements,’ I corrected 
suavely. “Remember I've lost two assistants — one by 
retirement on pension and one by resignation — in 
the last month’. ‘Yes, ves, he agreed, ‘but company 
policy is to close ranks, you know. The chairman is 
against further recruitment’, 

I looked horrified, dropping my jaw almost into 
my grapefruit. ‘Tve closed and closed till I’m like a 
concertina’, I expostulated. "T'wo recruitments, that’s 
50 per cent saving’. “Thirty-three and a third’, he 
countered quickly. Personnel directors are always on 
the ball, but you've got to zeep them accurate.  . 

After these preliminary skirmishes he brought up 

his big guns. 'You can't possibly have two qualified 
men, they're too expensive', he pontificated, heaping 
up the French fried potatoes. “Two school leavers are 
surely adequate replacements, with the bright lads 
available nowadays’. 
) SSC I almost choked over my salad at this 
enormity! Two raw young cubs still wet behind the 
ears to substitute for two senior mental giants, one 
certified, the other a cost and works, gone for ever. 
Utterly and absolutely out of the question. I couldn’t 
guarantee efficiency, I protested, if. I had to pue 
such a sacrifice. 
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concentrated in the hands of a few very large funds. 
There were eighteen funds with assets of over 
£25 million in 1962 and between them they held 


assets amounting to {£1,123 million or 47 per cent of ~, 


the estimated value of asséts of all private pension 
funds (excluding those of co-operative societies). 
The very large funds have a smaller proportion of 
their assets in czsh and they hold a larger proportion 
of long-term Government debt and of ordinary 
shares than do other funds. Of total holdings of 
United Kingdom company securities, amounting to 
£1,170 million, only £34 million consisted of 
unquoted compznies' securities- and these holdings, 
it is interesting to note, tend to be confined to the 
larger funds. 


Remember thet big problems loom ahead, I went. ^ 
on, calling for his close attention. Costing com- 


plexities arising out of expansion into our new wing; 


a special study on the possibility of installing a 
computer; the managing director’s demand for a 
forecast based on finding new export markets... 
experienced staff were essential. Besides, it’s better 
economics to buy men who've proved their drive and 
dynamism by doing accountancy exams of their own 
volition. That’s positive manpower planning. 

Prinny pondered matters over his second helping. 
Qualified men were definitely out, he said,-on the 
grounds that they’d cost us too much. Furthermore 
the best ones all tended to move on elsewhere over 
the years. Besides, there’d be trouble with the present 
staff if we brought in too many newcomers of Iech 
calibre who'd foul up the promotion ladder: It v 
jeopardize morale by blocking the way to our limited 
range of senior jobs. 

He had a good point there; clearly we'd have to 
compromise. I withdrew to prepared positions and 
dug in under fire. I'd accept men who'd passed their 
certified or cost and works intermediate exams, and 
were well on the way to their finals, but anything 
below that standard was positively out. 'Then came the 
counter-attack in flank. When he'd looked for a 
factory engineer last week, I pointed out, he'd 






' opted for experienced men; equity demanded similar | 


privilege for the accounts department. Prinny ` 
absent-mindedly put chocolate sauce on his apple 
pie alamode as he listened; accountants were dif- 
ferent, he said vaguely. 

Well, we argued it out over the cheddar and the 
personnel director finally agreed to my minimum ` 


requirements, though still inclined to think that it was 


poor policy to recruit. at high-level ability. After all, 
most accounts work is just routine copying, he 
asserted, tots and all that. I have come across this sort 
of mental aberration in other directors from time to 
time, and rather feel it's a sort of occupational-disease 
that they get from boardroom stratospheres. - 


AT 
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RISING EXPORTS TO WESTERN EUROPE 


IR WILLIAM McFADZEAN, GA, chairman 
of the Export Council for Europe, stated at the end 


first half of 1963 showed an increase of 12:4 per cent 
compared with the same period in 1962. It was likely 
he said, that the figure for the year might well reach 
£1,700 million and therefore account for over 41 per 
cent of the United Kingdom's total exports. Compar- 
able figures for 1960 were {£1,137 million and 32 per 
cent. 


The six Common Market countries are taking half 
of these exports and account for 20 per cent of all 
British exports, while Western Germany remains the 
best European market. ‘The most spectacular increase, 
however, (29 per cent) has been achieved in France, 
which has now overtaken Italy, the Netherlands, and 


, Sweden and becomes Britain's second largest 


=f European customer. Nevertheless, Italy and the 


Netherlands each show an increase of over 15 per cent 
and Sir William is confident of the continuing oppor- 
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tunities in both these markets, which he has SSC 
visited on behalf of the Council. 

The seven European Free Trade Association 
countries account for about 13 per cent of the United 
Kingdom’s total world exports and Switzerland shows 
a 10 per cent increase so far this year, compared with 
1962. This important trade with Switzerland, which 
is running at an annual rate of £70 million, is expected 
to receive a substantial boost from the British 
Industrial Fair and Fortnight in Zürich in September. 

Of the six other countries outside these two groups 
with which the Export Council for Europe is con- 
cerned, Spain once again stands out. For the first 
six months of this year exports to Spain have exceeded 
£30 million — double the figure for the same period 
in 1961. There is no doubt about the great potential 
of this market, particularly for capital equipment and 
engineering products to help Spain in her industrializ- 
ation plans. It would seem timely that Britain should 
be staging an industrial fair in Barcelona next year — 
the first of its kind ever to be held in Spain by any 
country. 





Finance and 


.—. Commerce 


Half in Colour: 


(VER half the 1962 report of Berger, jee & 

Nicholson Ltd, whose accounts form this week's 
reprint, consists of pictures in colour. And colour 
does catch the eye, especially when well:chosen and 
harmonized. What first captured attention was the 
picture of "The famous Maple Leaf Gardens in 
Toronto — the home of professional ice hockey’. The 
caption explains that ‘the ice is actually painted with 
a new form of paint developed by Jenson & Nicholson 
Canada Ltd, who are now marketing Robbialac in that 
country’. Paint and ice seemed incompatible, but a 


colleague’s remark that he had seen" it on television" 


, 2 reduced this wonder of science to lesser proportion. 


In these accounts can be seen the increase in 


profits and dividend that have followed the amalgama- 


tion of Lewis Berger. with Jenson & Nicholson in 
1960. The r5 per cent dividend, as Mr R. E. F. 


. de Trafford, the chairman, points out, is covered 1:64 


times as compared with the 1 ‘46 times cover for the 
1961 dividend of 14 per cent. | 


: Bergermaster, 


Following the merger, the B.J.N. group, with its 
Brolac, Keystone, Magicote and 
Robbialac finishes, has widened its interests abroad of 
which a list is given of “Companies in five continents” 
in the report. 


Ploughed In 


A feature of the balance sheet is the substantial turm 
round in bank liquidity. The total of net assets em~ 


. ployed is £13,347,970, against £12,955,989, with: 


cash and b ances in current assets up from 
£579,601 to £1,231,595 and bank loans and over-. 
afts in current liabilities down from £2,154,980 to: 

849,587. 

P The bout debt, Mr de Trafford explains, is mainly 
overseas. The beneficial swing, he says, amounts to 
£2 million which includes the effect of the South. 
African sale and an improved cash flow. The sale of 
group interests in South Africa resulted in a receipt: 
of {1,200,000 in July 1962. One of the terms of the 
sale was that the company relinquished for ten years- 
its right to trade in paint products in the Republic of 
South Africa, the Rhodesias and Nyasaland. 

Another. interesting item is the ‘Undistributed 
profits carried forward’ — and its size. There has, 
in recent years, been some tendency in company 
accounting to shift out of profit and loss account to. 
reserve, profits undistributed which cannot be 


. distributed because they are ploughed in. It might 


be an interesting exercise for readers to make their 
own assessment of the extent to which these profits 
may be regarded as ‘available’ and how much they 
would transfer to general reserves. . 
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Marks & Spencer 


AC accountant reader has taken the 
trouble to send us his wife's views on company 
,accounts, It appears that she is very impressed 
! by the Marks & Spencer accounts because they 
| are clear and concise. She likes the brevity of the 
|Report of the Directors and also the ‘Ten-year 
Statement; As regards those companies which issue 
a long and colourful booklet, she feels the money 
would be better spent on a larger dividend. Which 
only shows that you cannot please everyone. 

As it so happens, Marks & Spencer is one of those 
companies, now relatively few, that holds back 
important information that should go with the 
accounts, until the annual meeting. At this year's 
meeting, for example, shareholders were told of the 
growing importance of the company's food sales 
(£39 million now compared with f24:5 million in 
1959-60) and of a store development programme 
which will require an investment of around Ze million 
a year for some time to come. 

But, unless the company changes its ways, this 
information will not been seen where it should be 
seen; in or with the accounts. Ànd on the other point 
— how much bigger dividend would a company pay 
if it cut the cost of its report and accounts? 


Loss on Sale 


REFERENCE by Mr CG F. A. Burgess, chair- 

man of Anglo-Oriental Plantations Ltd, to a loss 
on sale of quoted investments is rather interesting 
from the accounting angle. The group end-1962 
balance sheet shows nil for quoted investments at 
cost which appeared at {109,363 the year before. 
Notes on the accounts show that £45,602 has been 
debited to Capital Reserve for loss on sale of quoted 
investments in plantation companies. 

Explaining that the quoted investments were 
plantation shares, the bulk of which came to the 
company when the Banir company was acquired. in 
1961, Mr Burgess says that all these shares were 
retained for some time but the opportunities for 
purchasing land which arose in 1962 necessitated a 
change of policy. 

The realized loss on their resale, he says, must be 
considered in addition to the capital cost of acquiring 
the Banir company. He draws shareholders’ attention 
to the manner in which the loss has been dealt with: 
“We have’, he says, ‘absorbed it in the substantial 
capital reserve which arose when the estates were 
revalued three years ago.’ 

Comment by Mr Burgess on the rubber price trend 
is thought-provoking at this time of so much concern 
for the starving other half of the world: ‘One hopes 
for stability in price; any long-term change might be 
downward, but I think it is now widely appreciated 
in the Western World that stable and remunerative 
prices for primary commodities are the best means of 
helping developing countries to help themselves.’ 


BERGER, JENSON & NICHOLSON LIMITED AND SUBSIDIARIES 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT (Continued) 


UNDISTRIBUTED PROFITS BROUGHT FOR- 


É 
4,349,529 


£ 


1,502,699 - 


£ 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 


WARD at Ist January, 1962 a e Ka 
Less—Adjustment resulting from sales of interests in Sub- 


1962 


FOR THE YEAR ENDED 3lst DECEMBER, 


(76,045) 


€——————— 


wa 


sidiary Companies .. 


505 


€ 


1,425,574 


1,502,194 


TRADING PROFIT before incorporating items below .. 


Add—PROFIT FOR YEAR attributable to Berger, Jenson 
& Nicholson Limited : E ss T 


ACCOUNTANT 


546,695 


MÀ À—— 


632,592 
2,134,786 


| 26,994 


Income from Associated Companies .. 


1,972,269 — 


NET DIVIDENDS PAID AND PROPOSED—. 


41,956 
315,518 


42,170 
344,769 


Preference Stock .. 
Ordinary Stock 


33,699 


Pee 


17,429 


ebrii ri iiia ii 


ae 


Income from Investments 


386,939 


M 


1,614,795 


1,747,847 


1,563,462 


1,823,412 


112,096 


112,640 


Transfers to Reserves of Subsidiary Companies 


Subsidiary Companies 


UNDISTRIBUTED PROFITS CARRIED FORWARD 
Holding Company .. i as Sg 25 


456,388 
143,498 


£445,404 
138,160 


Debenture and Loan Stock Interest 


Less—Provisions for Depreciation 





583,564 


etait 


599,886 


963,576 


1,239,848 


£1,635,207 £1,502,699 





NOTES 





August 3rd, 1963. 
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Income from South African Interests sold during the year 


PROFIT BEFORE TAXATION .. 
Less—Taxation (note Page [next column]) 


CR 


PROFIT AFTER TAXATION 


Less—Profit attributable to Minority Shareholders in Subsidiaries 


, 
JENSON 


v, 


a+ 


ITED (of which £346,537 has been dealt with 


tee Holding Company) 


; 


(South African Interests; 1962, Nil; 1961 


PROFIT ATTRIBUTABLE TO BERGER, 


d 


NICHOLSON t.i 


. inthe Accounts of 
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THE 
ACCOUNTANT 


CITY NOTES 


p when the stock-markets looked to be fighting 
out of a period of stagnation, renewed uncertainty 
over Chinese intentions on the Indian border brought 
nervous reaction. It was not particularly fierce but it 
was enough to deter new buying with the result that 
prices faded again. 

And yet the run of industrial profit and dividend 


news continues to be impressive. Ordinarily such news | 


would put the equity sections in reasonable fettle; 
but not now. 

= ' The gilt-edged market also appears to have shot 

. the bolt of its recent steady rise. A week ago demand 


was strong enough for the Government broker to . 


raise his price for the long dated 'tap stock" by an 
eighth but since then prices have tended to ease. 

The events in Moscow have had remarkably little 
_ effect on the market as a whole even though sentiment 
improved. The more pressing problems of the home 
political front are of greater immediate importance 
in investment terms. 

"The political polls may suggest that the Govern- 
ment is now beginning to regain some of the popu- 
larity lost over the past twelve months or so, but talk 
` of a probable autumn General Election is hardly the 
kind of factor calculated to bring buyers flocking to 
Throgmorton | Street, 

* a 
HE Marks & Greg property revaluation 
should prove one of the most interesting exercises 


of its kind. The company’s properties were last. 


revalued in 1955 and there have been many additions 
since then as well as a very considerable. rise in 
property values. Further than that the Marks & 
Spencer company is noted for having its stores on the 
best possible sites. ‘There are now about two hundred 
and forty stores, but over the next few years the 


- 


company plans to spend at the rate of £5 million a ax 


year on store development. 
% * 
HE Port of London Authority report for the year 
to last March has all the trappings of the plushiest 
of industrial company magazine ste accounts. 
Pictures, graphs, maps (or is ‘charts’ the correct 
word?), facts and figures. 
The most cogent point, however, as we observed 


` in a leading article last week, is that the P.L.A.’s 


revenue surplus of £957,000 for the year would have 
been a deficit of £853,000 had the accounting pro- 
cedure followed the lines recommended by the 
Rochdale Committee whose report on the British 
dock system as a whole. was issued last September. 
The committee strongly recommended that port 
accounts should be put on commercial lines with 
depreciation provided for on a replacement cost basis. 
A detailed look at the P.L.A. report will be given in 
‘Finance and Commerce’ in due course. 
* *o 0 * * 
T mid-July, advances by the eleven London 
clearing banks stood at a new peak of £3,977°8 
million, an increase of £77 million on the mid-June 
figure. The half-year interest factor is an important 
element in the July figures but it looks as if the loan 
trend is beginning to rise again. 

In June the position was obscured by repayment of 
heavy borrowings made during the early part of the 
year, particularly during the bad weather period. The 
Treasury's seasonally adjusted figures for bank 
lending at the mid-year point suggested that. the r rise 
in bank advances vas levelling off. 


The resumption of the rise is also interesting in view 


of the relatively heavy funding of industrial company 
Borrowing through new capital issues. 


RATES AND PRICES 


Closing prices, Wednesday, Fuly 31st, 1963 
Tax Reserve Certificates: interest rate 19.1.63 2195 


Bank Rate 
Dec. 8, 1960 5% Mar. 8, 1962 " BEY 
July 26, 1961 4%, Mar. 22, 1962 , §% 
Oct. 5, 1961 64% | April 26, 1962 EU! 
Nov. 2, 1961 695 . Jan. 3, 1963 OL 
Treasury Bills : 
May 24 £3 12s 863d%  June28 £3 14s osod% 
May 31 £3 125 850d% July5 £3 15s 3:21d% 
June 7 £3 13s 653d% July12 £3 15s 666d% 
June i4 £3 13s 812d% July 19 £3 155 484d% 
June 21 £3 14s 1°84d% July 26 £3 15s 2°64d% 
Money Rates 
Day to day 24-34% Bank Bills 
4 days. 24-34% 2 months 3 81—3 3$ 94 
Fine Trade Bills 3 months 3 51-3 $895 
4 months s54% 4 months 3 8-3 $8 95 
4 months 5-53% 6 months 3 83 E IA 
6 months . 51-696 : 


| Foreign Exchanges 

"New York 280% Frankfurt 11°16 
Montreal 3°03 Milan 1738 4 
Amsterdam IO'IO Oslo 20°01 
Brussels 1307704 Paris 13'72i 

. Copenhagen 19:331 ` Zürich 12°09 

S Gilt-edged 

` Consols 4% 7o$ Funding 3% 59-60 92 
Consols 24% Savings RA 60-70 884xd 
Conversion 6% 1972 105% ` Savings 3% 65-75 8I 
Conv'sion 5195 1974 roz¢y Savings 24% 64-67 92% 
Conversion 5% 1971 roo%  "T're'ry 54% 2008-12 101 ff 
Conv'sion 33% 1969 o3dxd Treasury 5% 86-89 9645 


Conversion 34% 63$ Treasury 34% 77-80 82% 


Funding. 54% 82-84 102%; Treasury 34% 79-81 814 
‘Funding 4% 60-90 94¢ ' Treasury 24% 46} 

Funding 34% 99-04 71i  . Victory 4% ^ °° E 
Funding 3% 66-68 — 92$ War Loan 33% 63 4k 


August 3rd, 1963. 


D 
Li" 


August 3rd, 1967 


: laxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’, | 


C.LR. v. F.S. Securities Ltd 
In the Court of Appeal — July 18th, 1963 
(Before Lord Justice SELLERS, Lord Justice DONOVAN 
. and Lord Justice RUSSELL) 
Surtax — Controlled company — Dealer in stocks and 
shares — Purchase. of shares for dividend-stripping — 
Recetpt of dividends — Whether an investment company — 
Income Tax Act, 1952, sections 257 (2), 341, 426, 525. 
The respondent carried on business as a dealer in 
stocks and shares. The Special Commissioners made 


C a direction, under section 245 of the Income Tax 


Act, 1952, in respect of the respondent's income for 
the accounting period from September rst, 1954, 
to March 31st, 1955, on the footing that the respon- 
dent was an investment company within section 257 
(2) of the Act. 

During that accounting period the appellant bought 
all the shares in each of three companies for a total 
sum of £1,317,565. The assets of the three companies 
consisted almost entirely of liquid resources, and 
each company had a substantial balance of undis- 
tributed profit. The object of the respondent in 
buying the shares was to carry out an operation of 
dividend-stripping, and such an operation was duly 
carried out in respect of each of the three companies, 
and the respondent received a total of £1,686,198 
grass in dividends. The shares in each of the three 


companies were retained by the appellant for any. 


purpose that it could ultimately put them to, and their 
market value after the dividend-stripping was 
£424,114. E NE 
The respondent’s trading and profit and loss 
account for the period in question showed as debits 
the £1,317,565 for purchases of securities, and 
£166,208 for the same purpose. On the credit side 
there was {£135,357 for sales of securities, the £424,114 
in respect of the shares in the three companies: in 
hand, and £28,814 in respect of other securities. The 
account showed a loss of £895,487. It also showed the 
dividends amounting to £1,686,198, and £3,043 
of other dividends. The respondent claimed repay- 
ment under section 341 of the Income Tax Act, 1952, 
in respect of tax deducted from the dividends from 
the tnree companies, and repayment of {£404,820 
was received. 
X^. [t was contended on behalf of the respondent that 
it was not an investment company’ within section 
257 (2) of the Act because it carried on a business 
of share-dealing, and the greater part of its income 
was derived from that source. It was contended on 
behalf of the appellants that as the greater part of the 
company's income during the period in question 
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consisted of the dividends received in the dividend- 
stripping operations, the respondent was an invest- 
ment company within section 257 (2). The Special 
Commissioners decided that these dividends were 
not earned income within section 525 (1) (c) of the 
Act; and that the company was therefore an invest- 
ment company within the subsection. 

Held (affirming the decision of Mr Justice Ungoed- 
Thomas): the operations of dividend-stripping were 
operations of trade on the part of the respondent; and 
as virtually all the respondent’s receipts for the period 


in question were derived therefrom, and as the 


deduction of the loss of £895,487 left a profit, the 
respondent was not an investment company within 
section 257 (2). 


Varty v. British South Africa Company 
In the High Court of Justice (Chancery Division) — 
Tuly 15th, 1963 
(Before Mr Justice WILBERFORCE) l 
Income tax - Loan to company — Option to subscribe 
for shares — Allotment accordingly — Surplus of market 
value over option value — Whether taxable receipt — 
Income Tax Act, 1952, section 123 (Schedule D). 


In 1952 Anglo-American Corporation Ltd agreed 
to provide President Steyn Gold Mining Co Ltd with 
loan facilities up to £4 million, and interest was 
payable by the borrower on amounts drawn. Not less 
than £2 million of the loan was to be repaid by the 
end of 1957, and the balance by the end of 1962. 
As consideration for these facilities Anglo-American 
was to have a raising fee, and an option, exercisable 
before June 30th, 1955, to subscribe for two million 
shares in the President Steyn company at a price of 
20s a share. To the extent to which Anglo-American 
exercised this option and subscribed for the shares, 
the loan facilities were to be reduced. At any time 
after June 30th, 1955, Anglo-American could call 
on the President Steyn company to issue unsecured 
notes for the outstanding amount of the loan and to 
apply for quotations on the London and Johannesburg 
Stock Exchanges. 

In the same year, 1952, Anglo-American granted 
to the respondent company a 5 per cent participation 
in these arrangements, and thus the respondent 
company committed itself to provide the President 
Steyn company with loan facilities up to £200,000 
and also received an option to subscribe for 100,000 
shares in that company at 20s a share. In 1954, the 
respondent exercised its option and was allotted the 
100,000 shares in the President Steyn company. 
These shares were then worth 43s 6d each, so that the 
respondent obtained a book profit of £117,500. 

: It was contended by the appellant (i) that the 
acquisition and exercise of the option was a dealing 
in the option in the course of the respondent's trade 
and that the £117,500 was a profit from that dealing; 
(ii) alternatively, on the exercise of the option one 
item of the respondent's trading stock, the loan of 
£100,000 owing by the President Steyn company was ` 
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converted into or exchanged for shares in that 
company, and this conversion or exchange was a 
realization of the loan and gave rise to a taxable 
profit of 117,500. The Special Commissioners 
decided in favour of the respondent. 
Held: (x) there was not a dealing in the option in 
the course of the respondent's trade, because before 
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the exercise of the option the respondent already had 
an equitable interest in 100,000 shares in the President 
Steyn company, and the exercise of the option did 
not change that asset into another asset; (2) the effect 


of the exercise of the option was merely to reduce the ~ 


loan, and there was no conversion or exchange of the 
loan so as to give rise to a taxable profit. 





Reviews 


Business Accounts 


(Fourth Edition) by L. A. 'TERRY, B.COM.(HONS.), and 
W. T. SMITH, M.COM. (Sir Isaac Pitman & Sons Ltd, 
London. 13s 6d net). 


'This book is described as 'a course of book-keeping 
on modern lines’ and was first published in 1935. It 
is supposed to give students new to the subject an 
insight into the purpose and effect of normal account- 
ing principles and to impress the reader with the fact 
that 'an understanding and analysis of the nature of 
business transactions enable their record in an ac- 
counting system to be made readily in accord with 
few, simple principles'. 

This being so, it is unfortunate that the very first 
chapter enunciates the theory of double-entry book- 
keeping. Surely it is now realized that double-entry 
is merely an arithmetic proving system, and that 
there are many mechanical aids to book-keeping and 
many forms of record which vill produce the answers. 
While of course some knowledge of double-entry and 
its basis is necessary to a complete understanding of 
final accounts, nevertheless it is subsidiary to the 
necessity of accounting records reflecting faithfully 
the transactions of a business. In other words the 
System of recording facts, while enabling management 
controls to operate, should serve the needs of pro- 
duction, sales, finance, etc., and not become the 
master. One would nowadays question the statement, 
for example 'all business records are records of money 
values of goods or services'. 

This said, however, in general the book provides a 
thorough and sensible approach to its subject; 
though again, the 'double-entry' attitude dominates 
the examples too much so that the balance sheets all 
tend to be double-sided, and the theory of the employ- 
ment of capital is not stressed as one would wish. 

To sum up, therefore, this book ‘on modern lines’ 
concerns itself too much with the practice of tradi- 
tional book-keeping, rather than with the more 
enlightened and intelligent theories of accountancy. 
It is undoubtedly soundly based, and the examples 
and exercises are well-chosen for their purpose, but 
something rather more dynamic could reasonably be 
expected from such obviously sensible authors. 


Higher Control in Management 


(Seventh edition) by T. G. ROSE, M.1.MECH.E., F.B.IL.M.- 
M.LP.E, (Sir Isaac Pitman & Sons Ltd, London. 
358 net.) 
The appearance of a seventh edition of this well- 
known book almost coincided with the news in April 
of the author’s death. 

Mr Rose was trained as an engineer but became 
well-known as a management consultant, which he 


made his profession for so many years. Because of his 7 ` 


training, his approach was the practical one of a man 
who so obviously was impelled to attempt to break 
through the taboos of existing organizations. That 
he largely did so is evidenced by the manner in which 
his contributions have been accepted and used by 
managements. The success of the present work and of 
his book The Management Audit, in which some of 
the author’s beliefs were originally aired, and the 
extent to which they read as freshly and usefully 
as ever, also show how far from perfect our managerial 
systems still are. 

The development of controls over activity and 
efficiency, profitability and security which can be 
applied continuously and consistently, and their 
application to small businesses as well as larger 
companies is thoroughly examined and explained. 


There are many telling criticisms of the “way r" 


in which accountants include extraneous receipts and 
expenses in ‘purchases’, ‘sales’ and ‘wages’, so that 
one is forced again to reflect why the traditional 
methods of accounting have not given way to inte- 
grated accounting methods, with all the obvious 
advantages they would have. 

There is a new appendix with a complete set of 
figures of a small company as an illustration of 
practical application of the author’s methods. 


Financial and Cost Accounting for Management 
Third Edition by A. H. TAYLOR, A.A.C.C.A., and H. 
SHEARING, A.A.C.C.4. (Macdonald & Evans Ltd, 
London. 255.) 

This is a brave attempt to deal with the need of those 
undertaking management studies. to understand 


accountancy, and takes the reader in a logical way, * 


through the main functions of the books of account. 
The second part of the book considers the require- 
ments of management, and here the sections 
dealing with controls and costing are of particular 
merit and interest. ) 

While the opening chapters and general approach 
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Af the authors.are admirable, in reading the section 
Which points out how much more management-study 
onscious are American businesses than those in 
ritain, one expects a dissertation on the correspond- 
ing merits of American book-keeping; but this does 
not emerge, which is a pity, since there is no doubt 
that Americans generally believe that accounting is a 
servant of management, rather than the conventional 
- British approach that it is merely a system of historical 
record. P | 

Since the book is for potential managers, an earlier 
emphasis on cost and managerial accounting methods 
and budgetary controls rather than fundamental 
book-keeping would be most welcome in such a 
worthwhile and interesting text. 'T'he really outstand- 
ing parts of the book are those from Chapter VIII 

e onwards, and are immensely readable. 


E 


4 Kerr on the Law and Practice as to Receivers ) 






Thirteenth edition, by RAYMOND WALTON, M.A., B.C.L. 
(Sweet & Maxwell Ltd, London. 4 gns net.) EH 


It is eleven years since the last edition of this classic 
work was published and there have naturally been 
changes, in particular the passing of the Administra- 
tion of Justice Act, 1956, which abolished the old 
writ of elegit and substituted a more modern method 
of charging a debtor's land. Some of the matter which 
has been retained is ina sense largely obsolete, e.g. that 
dealing with statutory undertakings, but the learned 
editor rightly considers that the general propositions 
enshrined in this matter are of continuing value. 
It need hardly be said that any accountant who 
acGepts a receivership is entering on somewhat 
E waters and he would certainly be well 
advised to have Kerr by his side. One statement which 
seemed of doubtful validity in the twelfth edition has 
been excised, namely the statement that a receiver of 
a company's property is an officer of the company. 
'The previous edition asserted that an auditor ought 
not to be appointed receiver of the company's 
'roperty. 
The book has been enlarged so that its size and 
shape are more in accordance with standard legal 
textbooks. ' ' , 


RECENT PUBLICATIONS 


GUIDE TO THE: LEGAL PROFESSION, sixth edition. x-+134 pp. 


8 X 5. 178 6d. Sweet & Maxwell Ltd, London. 
MATHEMATICAL ANALYSIS FOR Economists, by R. G. D. 
Allen. Papermac 34. xvi+548 pp.- 9X0. 20s net. 
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oe PRICE Tueory, by W. J. L. Ryan. Papermac 39. ix +396 pp. 
84 X 54. 16s net. Macmillan & Co Ltd, London. 
Tue Bnurrisu Economy, by Roy Harrod. 240 pp. 94% 64. 
` 30s net. McGraw-Hill Publishing Co Ltd, McGraw-Hill 
House, Shoppenhangers Road, Maidenhead, Berkshire. 
Bonus Recorps: Rates of Reversionary Bonus allotted under 
life assurance policies, United Kingdom and Irish 
offices, and Australasian offices operating in the United 
Puer vii+ iror pp. 74 X 54. 25s net. Stone & Cox Ltd, 
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FINANCIAL INSTITUTIONS: Their. Role in the American 
Economy, by Gilbert W. Cooke, Charles L. Prather, 
. . Frederick E. Case and Douglas H. Bellemore. x+501 pp. 
9$ X 64. 84s net. Simmons-Boardman Publishing“ Cor- 
‘poration, New York. The Technical Press Ltd, London. 
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: Gardner. xi4- 176 pp. 9X 6. 20s net. G. Bell & Sons Ltd, 
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by Shepherd Mead. 159 pp. 7$ X 5. Card covers. 3s Gd 
net. ‘The World's Work (1913) Ltd, Kingswood, 
- "Padworth, Surrey. - i 
A GUIDE TO MANAGEMENT ACCOUNTING by H. W. Broad, 
‘ BGA, A.C.W.A., and. K. S. Carmichael, F.c.a., third 
. edition. ix+201 pp. 9X6. 18s net. HFL (Publishers) Ltd, 
London. . 
BUSINESS ADMINISTRATION AND MANAGEMENT, by C. S. 
' Deverell, M.A., B.SC.(ECON.), B.COM., F.C.1.8., A.M.B.I.M. 
224 pp. 9 X 6. 32s 6d. Post free (Inland) 33s 6d. Gee & Co 
- (Publishers) Ltd, London. 
INcoME TAXES OUTSIDE THE COMMONWEALTH, seventh 
supplement (loose-leaf). £2 net. H.M.S.O. London. 


These books may be obtained from, or through, Gee & Co 
(Publishers) Limited, The City Library, 151 Strand, 
London WC2. 





Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

- not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Return on Capital Employed 


Sir, - Following your contributors comments ‘on 
my letter appearing in the issue of July 20th, may I 
trespass once more on your space to make a further 
attempt to clarify the problems worrying him. Before 
returning to specific problems, it might be of value 
to set out my views on the concept of this ratio, which 
I regard as an extremely important criterion of 
management efficiency. 

` It is not an absolute yardstick. That is to say it is a 
ratio that will vary between industries, between 
companies and between operating units within a 
group. Nevertheless used with a proper understanding 
of its value and of its limitations, it does give a useful 
guide to those of us who are seeking to assist manage- 
ment in their task. Obviously one must, when using 
the ratio for purposes of comparison, ensure that as 
far as possible the assessment and definition of capital 
employed and of profits must be on a similar basis. 
This explains my adherence to the use of historical 
cost figures, since these are known and ascertainable 
in almost all cases. Where plant or buildings are 
elderly, and the cost therefore low in terms of present- 


. day values, I would expect to see a higher ratio of e 
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profits to capital employed than in a comparable 
concern with modern and up-to-date equipment. 

I think one must distinguish between the use of the 
ratio for what I will call external purposes, e.g. com- 
parative investment analysis, arid its use for internal 
company control In the first case, knowledge is 
limited to the information disclosed by published 
accounts, whereas for internal purposes a wider and 
more. complete assessment is possible. 

With these preliminaries, may we again consider 
the four specific cases set out by your contributor in 
his article published in your issue of July 6th. 

(1) Certain new facts have now been introduced, by 
the contributor's further comments in your issue 
of July 2oth, in the case of X., in that instead of 
being an isolated company, it is a sub-subsidiary 
of a group. Nevertheless the problem does not 
appear difficult. V. is ‘a quite ordinary manu- 


facturing outfit? on which, presumably a ratio : 


can be assessed without difficulty. It also owns 

~ X. which has profits but no capital. Given a 

‘suitable criterion for assessing X.’s profits, then 

the ratio for V. consolidated can also be assessed. 

] am afraid I do not understand the reference to 
Simon Carves in this context. 


(2) The question of Y. needs to be considered in 
the light of the distinction between the external 
and internal use of the ratio mentioned .above. 
For internal purposes, an asset is known to have 
a market value substantial in excess of its 
original cost. If realized, can these funds be used 
to produce as good a return as the present invest- 
‘ment? Externally, however, I agree that the ratio 
will fall, and it is this point that causes doubts to 
arise as to the value of this ratio. The answer lies, 
I think, in the fact that one does not use the ratio 
as a sole measurement of efficiency. Ir must 
surely be accepted that in almost all cases, capital 
development schemes tend to depress it initially, 
but this factor is offset by the knowledge that re- 

. equipment with modern plant should improve 
the company's competitive position. This- is, I 
know, not a complete answer to the problem, but 
bears out my earlier contention that the ratio is 


not an absolute yardstick and needs to be con- , 


sidered in conjunction with other factors. 

(3) Z. is, I agree, a special case, and hence my 
conditional clause af the investment is to be a con- 
tinuing one’. Thus, in this case, which means the 
replacement of the asset in the future, possibly 
without the special inducements now being given, 
the investment must offer a reasonable return on 
the total cost, if not immediately, then with some 
prospect of doing so in the future. It is, of course, 
possible to consider the return on the net cost, 
and to defer the problem of replacement until 
nearer the time when it is likely to arise. This has 


its dangers, since, if the special inducements are" 


withdrawn, insufficient funds will be accumulated 
for this purpose, and the profit/capital ratio will 
have given a misleadingly rosy picture. 

(4) My point here seems to have been missed. Of 
course tax considerations need to be taken into 
account. They are, however, irrelevant in the 

: particular context given. Your contributor’s 
'  ' complaint was, that having decided to make an.in- 


THE 
ACCOUNTANT 


August 3rd, 1963. 


vestment, tax having been a major consideration 
in arriving at this decision, the ‘financial pundits’ 
used pre-tax profits for their assessment of 
efficiency ard this depressed the value of M 
shares. My argument is that since this method of 
assessment :s stated to apply generally to all 
industry in the country concerned, if his shares 
are depressed unduly his company's performance 
must compare unfavourably with others similarly 


situated. 
Yours faithfully, 
Hatch End, Middx. P. C. BANTING, F.c.A. 


* 


SIR, — In a recent article in The Accountant entitled 
‘The Return on Capital Invested', some points: 
against the current trend of attaching too much 
importance to the subject of the return on capital 
invested as a major factor in assessing the profitability 
or efficiency of the administration of an organization J 
were made. . i 

It is fashionable at the moment to treat this subject 


ae of all importance in assessing the profits of a 


business, and this would seem to stem from two 
points of view: 


(1) The economist's standpoint, in that an investor 
will invest his moneys in the busines giving him 
the greatest -eturn consistent with the safety of 
his investment. - 

(2) By the investor, in the ability to measure the 
profits of ths business by comparisons on the. 
basis of this return on the capital invested against. 
that of other businesses whether they be gc 
or not. 


There are many fallacies in this argument and from. 
an investor's point of view, I think it would be genef- 
ally agreed that few investors study the return on the 


' capital invested as, in the first place, the amount uf ~ 


capital invested cannot be ascertained from the- 
annual accounts, and there is much difference of 
opinion between accountants and economists as to. 
what constitutes capital. ) 
From an investor's point of view, capital is obviously 
the money he has put into the business and what has 
been rétained by the business instead of being paid 
out as dividends, for the purpose, of course, of provid- 
ing stocks, capital, equipment, or held as reserves. 
Much correspondence has also been entered into 
as to whether one writes up a value of assets as time 
goes on in order to bring the value as originally 
purchased, or as shown in the published accounts, 
up to their present-day value in order to provide an 
equitable comparison between the industry which 


_purchased its equipment sometime ago, and that 


which would have to pues its equipment at 
today's price. 

Even if a basis for ascertaining capital could be 
resolved it would still be incorrect to use this basis 
as the ‘be all and end all’ for ascertaining the value or 
profitability of any company. 

One may take an example of like companies 
instead of differing enter prises as shown in the article 
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Punched Card Processing Service 


CONDUCTED ON A SERVICE BUREAU BASIS 


POWERS-SAMAS (I.C.T.).......... 21 COLUMN 
-POWERS-SAMAS (LC.T.)............ 36 COLUMN 
POWERS-SAMAS (L.C.T.)......... es. 40 COLUMN 
POWERS-SAMAS (I.C.T.).......... 65 COLUMN . 
HOLLERITH (I.C.T.)...............* 80 COLUMN 
Iw —M——M— . 80 COLUMN 


Seven day réin diti clock service 


AJAX CALCULATING | SERVICE 


15. GREAT ST THOMAS APOSTLE 
LONDON EC4 





DRAGON 


TRUST 


5 Investment through Endowment Assurance ! 


A loan in conjunction with an Endowment Policy, 
with or without profits, provides a first-class 
opportunity to purchase a substantial block of 
Units in Welsh Dragon Trust. A deposit of only 
15% is. required. £1,000 Is the minimum loan 
‘available, and £1,500 p.a. the minimum qualifying 
income. The interest rate on the loan is 6%. The 
dividend on the total Units is payable half yearly. 


POST THIS COUPON FOR DETAILS 


To Welsh Dragon Securities Ltd., Carlyle House, Newport Road, Cardiff 


Please send me particulars of investment through Endowment plan 


- NAME 


ADDRESS a ca LL D LE 
He HAMM TT LL EL LLL EE CLE TTS 
PLEASE PRINT CLEARLY 


- - - -— 
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provide the finest service at the - 
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ourselves to Accountants who 
have not yet hád the benefit of 
our services 
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The Institute of Internal Auditors 


. (Incorporated in November 1941 under the laws of the State af New York.) 


The Institute is the outgrowth of the belief on the part of internal auditors that an organization was ` 
needed to develop the true professional status of internal auditing, and that a medium should be provided - 
for interchange of ideas and information among those engaged i in its practice. 


The Institute has seventy-five Chapters distributed in four Continents with a total membership of 
over 5,000 representing 2,300 organizations. i 


t 


UNITED KINGDOM 


. Chapters meet in London, Ee Newel upon Tyne, Birmingham, Glasgow, Yorkshire (usually 
meeting in Leeds). 


"The Irish Chapter meets in Dublin. 
CLASSES OF MEMBERSHIP 


(a) Members. — Open to persons who are responsible i ina managerial Or supervisory capacity for the 
. Internal Auditing activities with their organization. 


- (b) Associate Members. ~ Open to practising accountants and others whose work i is closely related to id- 
Internal Auditing. ~~ : 


(e) Junior Members. - - Operi to persons who perform internal auditing functions but have no administra- 
tive or supervisory duties in connection therewith. | 


Membership includes the receipt of a quarterly periodical, annual conference papers ad "T reports. 
Fourth European Regional Conference - Southport, October 9th, 10th and 11th, 1963. ` a s 
Inquiries should be addressed to the ` | : EN 


DIRECTOR RESIDENT IN THE: U.K., MR J. O. DAVIES, THE CHIEF. INTERNAL. AUDITOR OF THE 
. NATIONAL COAL BOARD, HOBART HOUSE, GROSVENOR PLACE, LONDON SWI. 


busy money | 








ion £2,500,000° 
what i is it? do 
Busy Money is the opposite to idle money. tt is aay Your 
doing a useful job and earning a good return. All money, Investments 


even temporary spare cash, should be busy money. The . 
nham ceste | must be safe, profitable and DCH realizable. Davies 
Mun x SUE db SS m keeping MUI: Investments Ltd can satisfy each one of these require- 
busy, profitably, safely - and, of course, the investor pays Mein belly assured by skilled administration and 
! For the TENTH year in succession a. basic interest 
no income tax on the interest i rate of 74 per cent per annum has been paid. 10 per 
cent is withdrawable on demand and the maximum 


os Gs for Mie largest om is six months. No fee or 
ables © 

CHELTENHAM d GLOU, CESTER "An account c be opened for any sum, with a 

minimum of £20, but on units of £500 there is a 


j ecial bonus of $ per cent per annum added annually. 
oe "addi We have set out the main details of the facilities 
Assets exceed £45 million which are now so widely appreciated. If you would 
n like further details and audited balance sheet, please 
Head Office: CHELTENHAM ^ . write to Investment Department A., Davies Invest- 
` ments Limited, Private Bankers, Danes Inn Hore 
Branches: 26 Strand, London WC2. 


GLOUCESTER, BOURNEMOUTH, HEREFORD, OXFORD, EVESHAM , 
CIRENCESTER, SWINDON, READING, TAUNTON AND YEOVIL | 


-— an m 
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in your issue of July 6th, in order to show up the 
fallacy.of relying completely on the return on capital 
they have invested. One can take, as an example, 
_ two selling companies. Both employ the same num- 
bers of staff, sell the same goods, operate from same 
types of premises, etc., 

Company A. — This company owns deir office 
block, machinery, furniture, cars, etc., so that the 
capital invested 1s fairly high. Against this, they make 
what they consider an equitable return on this capital. 


Any accountant can: now increase greatly the return 


on the capital invested by doing the very simple. | 


operation of hiring as much of the STEE and 
buildings as possible. 
Company B. —therefote could rent its buildings, hire 


the-travellers’ cars and office equipment, (but would 
probably have.to buy the office furniture), but it 


would mean in this case that the gross profits before 


taxation would be slightly lowered as undoubtedly 
hire charges would be greater than the rates. of 
depreciation. 


Given these instances, Company A. SE a —€— 
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gross profit for the investors, yet shows a very much 
lower return on capital than Company B., which 


shows a very good return on the small capital invested - 
` but has a much smaller gross profit finally for dis- 


tribution, etc. 

I am sure, however, that any investor would prefer 
the first basis in which a greater profit is obtained than 
to use the second basis in which a smaller profit is 
gained. The capital invested is very much lower 
by Company B., but the increase in the expenses of 
the business is also greater. a 

Probably no one basis can serve as a criterion on 
which to judge the profitability of any business. It 
might be worth while considering alternatives, such 
as the effort put into the business measured by: ` 

(a) tlie total management expenses; 

(b) the total expenses of the business; or ` 

(c) the turnover of the company; 

‘and relating the profits to those of other years. 
d "Vous faithfully, 

Romford, Essex. "A D. C. LAMBERT, 

' ^ F.C.W.A., AE ALC.C.S. 


|. THE INSTITUTE OF CHARTERED. 
ACCOUNTANTS IN ENGLAND AND WALES 
MEETING OF THE COUNCIL : 


Ae: a SE of TR Council (additional to tlie M 


monthly meetings) held on Wednesday, July 24th, 


1963, at the Hall of the Institute, Moorgate Place, 
London EC2, there were present: 


Me Robert P. Winter, C.B.E., M.C., T.D., President, in the 
ir; Mr W. Guy Densem, Vice-President; Messrs J. 
Ainsworth, C.B.E, G. R. Appleyard, J. H. Bell, B. F. 
Carpenter, Sir William Carrington, "Messrs G. T. E. 
Chamberlain, D. A. Clarke, E. Hay Davison, S. Dixon, 
J. Godfrey, G. G. G. Goult, P. F. Granger, R. G. Leach, 
C.B.X., R. B. Leech, M.B.E., T.D., R. McNeil, R. P. Matthews, 
OW. E. Parker, C.B.E., F. E. ’ Price, L. W. Robson, Sir 
Thomas Robson, M.B. E, Messrs i D. Russell, D. Steele, 
V. Walton, M: Wheatley Jones, E. F. G.. ey, J. C. 
“Montgomery Williams, E. K. Wright, Sir Richard Yeabsley, 
C.B.E. 


- 


Admission Fees and Annual Subscriptions 


In connection with the special meeting. of members 
which had been called for the afternoon of July 24th, 


1963, the President reported to the Council that on the . 


previous day he had been advised by the lawyers who 
„had assisted in preparing for the special meeting. that 
‘the meeting may not have been convened in accordance 
with the requirements of the Institute's constitution. 
_ :Bye-law 93 requires that the Secretary shall, not less 

an fourteen days or more than twenty-one days 
before any annual or special meeting of the Institute, 
send to each member a notice giving the day, hour and 
place of the meeting and the business to be transacted 
thereat. The notice convening the special meeting and 
giving the required particulars had been sent ‘to each 
‘member on July rech, 1963. The lawyers had now 


advised that there was sufficient doubt as to whether ` 


this was fourteen days before the meeting to make it 
inadvisable, in view of the importance of the resolu- 
tions, to proceed with the proposed special meeting. 


No member had challenged the validity of the 
proposed meeting but in view of the advice of the 
lawyers it would not be possible to certify to the Privy 


‘Council (as the Institute is required to do when sub- 


mitting bye-law amendments for allowance) that 
there had been due compliance with the i val 
of the Royal Charters and bye-laws. 

' Lawyers had also advised that.it was not competent 
to those who attended for the proposed meeting to 
dispose of the problem by. resolution to the effect that 


the meeting should proceed notwithstanding any failure 
‘there may have been to comply with Eie requirements 


regarding notice. 

Accordingly the only available course was to convene 
another meeting of which notice would in due course 
be sent to all members. 

The Council agreed that the President should so 


report to those who attended at 2 p.m. for the pro- 


posed meeting and should announce the intention of 


‘the Council that the new meeting should be held on 


Wednesday, September 4th, 1963, at 2.30 p.m. 

'The Council also decided that the President should 
then indicate that if any member who would not be 
able to attend in September would like to express his 
views on the resolutions the President would be happy 
to listen to.these views but this would not constitute a 
meeting and the views expressed would not be reported. 
The President would, however, take them into account 
in preparing his opening speech for the meeting in 
September. oe os "n 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs CHALMERS, WADE, Impey, CupwonrH & Co, 
Chartered Accountants, announce that they have ad- 
mitted into partnership Mr MarcorM Cnuanrzs Tosg, 
C.A., who has been a senior member of their London 
office staff for several years. 


Messrs Maurice GoLenp & Co, Chartered Ac- 
countants, of 126 Seymour Place, London Wr and 
65 Lincoln Road, Peterborough, announce that Mr 
Davin A. WILLIAMS, A.C.A., who has been a senior 
member of the staff, was admitted as a partner on 


‘July 1st, 1963. The name of the firm will remain 
unchanged. 


Messrs Hirst & ELMSLIE, Chartered ain 


Huddersfield, announce that Mr A. G. ELMSLIE, F.C.A., 
died on May 20th, 1963. As from July 15th, the prac- 
tice is being carried on by Mr Sam HIRST, F.c.a. and 
Mr BRIAN WILKINSON, A.C.A., under the original name 
of Hirst & ELMSLIE. 


Messrs PANNELL, FITZPATRICK, GRAHAM & CREWDSON 
. -announce that Mr MICHAEL JOHN ALEXANDER 
SKIPPER, B.SC.(ECON.), A.C.A., who was formerly with 
the firm in Ni igeria and in London is now a partner in 
their Sierra Leone practice. 


Messrs Peat, Marwick, MITCHELL & Co and Messeng | 
STOKES Bros & Pim announce the formation of a 


partnership in the name of Peat, Marwick, MITCHELL 
& Co, Ireland. This firm will practise from 36 College 
Green, Dublin 2, from which address Messrs STOKES 
Bros & PrM will continue to carry on their practice as 
heretofore. 


-- Messrs TURQUAND & SON, Chartered Accountants, 
` of 133 Moorgate, London EC2, and Scotson Chambers, 
24 High Street South, Dunstable, Beds, and Messrs 
Hruuier, Hints, Frary & Co, Chartered Accountants, 
of 18 Matthews Street, Dunstable, Beds, announce 
that as from August rst, 1963, they have agreed to 
amalgamate their practices which are now conducted 
from the above addresses. T'he combined practice will 
be carried on in the present names and at the present 
addresses, but the Duristable offices will be concen- 


trated into one address when suitable premises are. 


available. The Luton practice of Messrs HILLIER, HILLS, 
Frary & Co will continue as hitherto. 


Appointments 


Mr A R. Bird, A.C.A., group accountant of Muirhead 


& Co Ltd, has. been iiid a director of the 
company. 


Mr CG B..D. Cole, A.C.A., has been appointed 
secretary of Buxton Palace Hotel Ltd. 


Mr J. R. H. Fawkes-Underwood, F.C.A., secretary of 
the Johnsen & Jorgensen group of companies, has been 
appointed a director of one of the companies of the 
group — not two, as noted in the issue of July 1 3th. 


Mr B. W. Goodman, F.C.A., formerly. secretary of 
Marks & Spencer Ltd, has been appointed an assistant 


managing director of the company. 


Mr L. A. Milner, F.C.A., has been appointed a depart: 


mental director of McKechnie Bros Ltd. 


Mr John F. Nash, F.c.A., has been appointed a 


director of Queens Hotel (Torquay) Ltd. 


Mr J. Richardson, F.c.a., secretary of Lancaster 


Carpets Ltd, has been elected a director of that com- $- 


pany. 
Mr Anthony Stone, A.C.A., has been appointed, a 
director of Viyella International Ltd. 


Mr C. Woodcock, r.c.4, has been appointed : 


assistant group accountant of the Norwich Union Life 


Insurance Society, Norwich Union Fire ‘Insurance 
Society Ltd and Scottish Union and National Insur- 


, ance Company as from October rst, 1963. 


INQUIRY INTO SMALLHOLDINGS 


Mr W. A. Shail, F.1.M.T.A., has been appointed by the 
Minister of Agriculture, Fisheries and Food as a 
member of a Committee of Inquiry into Smallholdings. 
The committee. will be under the chairmanship of 
Professor Michael J. Wise, M.C., PH.D., F.R.G.S. . 

Mr Shail, who is Borough Treasurer of Paddington, 


London, was admitted to membership of The Institute, — 


of Municipal Treasurers and Accountants in 1937 and 
became a Fellow in 1948. 


IN PARLIAMENT 
Maintenance Allowances: Taxation 
Mr FRANK ALLAUN asked the Chancellor of the Ex- 
chequer if he will take steps to exempt. maintenance. 
allowances made to spouses from income tax assess- 
ment. 
Mr Boyp-CARPENTER: No. 


Hansard, July 25th, 1963. Written: Answers, col. 217. 


Pension Rights: Transferability 


Mr Wane asked the Chancellor of the Exchequer what 
steps he is taking to implement the recommendation of 
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Telephone: Victoria 2002 (3 lines) ` 
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the National Economic Development Council regarding ` 


the transferability of pension rights. 


Mr Bovp-CanPENTER: The National Economic 

.. Development Council have agreed that as a next step 

“the issues arising out of this recommendation should 

be discussed between the staff of the National Econo- 

mic Development Office and the departments con- 

cerned. I think that we must await the outcome of this 
examination. 


Hansard, July 25th, 1963. Written Answers, col. 215. 


NATIONAL INSURANCE REGULATIONS 
Employment Abroad 


The Minister of Pensions and National Insurance has ` 


now made regulations altering the rules covering the 
treatment of employment abroad as a ‘temporary 
interruption’ of contracted out employment in this 
country". 
Under existing regulations?, when a person has been 
É sent abroad for an employer in this country, his con- 
tracted out employment must after a period, which 
cannot be longer than three and a half years, be treated 
as coming to an end, and his employer must then take 
formal action to preserve his statutory rights under 
the occupational scheme or to transfer them to the 
State scheme by making a ‘payment in lieu to the 
National Insurance fund. d 
The general effect of the new regulations is to enable 
the Minister, in appropriate cases, to treat longer 
absences abroad as temporary interruptions of non- 
participating employment. The Regulations came into 
force on July 29th, . 


INCREASED E.C.G.D. BUSINESS 


Business declared as shipped under Exports Credit 
Guarantee Department ‘commercial’ insurance during 
-y the Second quarter of 1963 amounted to £254:8 million 
-~ an increase of £34°3 million on the figures for the 
corresponding quarter last year. oot fee 
The face value of comprehensive policies current at 
the end of the quarter was a record at £1,048-4 million, 
compared with £920 million a year ago. The number 
of these policies increased over this period from 6,136 
to 6,448. i 
New. specific policies issued during the quarter 
amounted to £24-6 million; these included- contracts 
for power stations ({10°6 million), mill plant (£3'5 
million), ethylene gas.plant.(£3 million), steelworks 


1 The National Insurance (Non-participation — Assurance of 
Equivalent Pension Benefits) Amendment Regulations 1963, - 
S.I. 1963 No. 1265. H.M.S.O. Price sd. E 

* The National Insurance (Non-participation — Assurance of 
Equivalent Pension Benefits) Regulations 1960, S.I. 1960 No. 
II03. 
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THE ACCOUNTANT BY AIR 


The advantages of keeping completely up to date 
are obvious. Overseas readers of The Accountant 
may receive their copies of each week's issue 
within a few days of publication by subscribing 
for the airmail edition printed on special thin 
paper of high quality. The subscription for the 
airmail edition is £7 15s a year, including ad- 
ditional postage, irrespective. of the country to 
which copies are sent. 

Readers abroad who are interested in receiving 
the airmail edition, or anyone who may wish to 
send The Accountant to relatives or friends 
overseas, should write to the Subscription 
Department, rer Strand, London WCa. 
















plant ({1-7 million), turbo-generating sets ({1-4 
million) and a bulk carrier (£1 million). T'aking new 
specific contracts together with contracts covered under 
comprehensive policies which involved more than six 
months credit, the value of new business during the 
quarter where terms exceeded six months amounted 
to £45:8 million compared with £47-7 million in the 
previous quarter, and a quarterly average over the past 
twelve months of £45:1 million. 


-~ ANNOTATED TAX CASES 


Part 2 of Volume XLII of the Annotated Tax Cases, 
edited by .Mr Peter Rees, of the Inner 'l'emple, 
Barrister-at-law, is now published and contains reports , 
with notes on the judgments of the following cases: 
Rae v. Lazard Investment Co Ltd (H.L.); Staffordshtre 
Egg Producers Ltd v. Spencer (Ch.D.; In re Pauling's 
Settlement, Trusts (No. 2) (Ch.D.); West Hertfordshire 
Main Drainage Authority v. C.I.R. (Ch.D.); Corpora- 
tion of London v. Dixon (Ch.D.); Rendell v. Went 
(Ch.D.; Dodd GG Tanfield v. Haddock (Ch.D.); 
Harrods (Buenos Aires) Ltd v. Taylor-Gooby (Ch.D.); 
Petrotim Securities Ltd v. Ayres (No. 2.) (Ch.D.) 

The annual subscription to the Annotated Tax Cases . 
is 50s post free; the publishers are Gee & Co (Pub- 
lishers) Limited, 151 Strand, London WC2. 


TRADE PROSPECTS IN THE ARABIAN GULF 


Last Monday, the London Chamber of Commerce 
published the report of the trade mission which it sent 
to the Arabian Gulf States earlier this year. The report 
Trade Prospects in the Arabian Gulf!, has been written 
by the members of the mission to give business men a 
fuller understanding of a market in which Britain is 
losing ground to her competitors. The report contains 


*'l'he London Chamber of Commerce. Price 7s 6d post free. 
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‘the mission’s general findings, an economic EH 
ito the Gulf as a whole ard separate sections and 
findings for each of the States visited. 
^ It is emphasized in the report that each State UNT 
be considered as a separate market with an individuality 
of its own, An example of. this is the difference in 
national income per head of Kuwait, which is probably 
the highest in the world and could well be over {1,000 
average per annum, and that of another State which has 
yet to experience the full benefit of oil production. 
Also included in the report are a thorough appraisal 
of agency arrangements and representation in.the Gulf 
States, together with a comprehensive picture of trade 
as a whole, dealing with subjects such as: capital 
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equipment and investment, after sales service, changing 
pattern of demand, prices, deliveries, ES and suit- 


ability for the market, ^. 2. ERES 


BUSINESS EFFICIENCY EXHIBITION. 


"This year's Business Efficiency Exhibition, organized 


by the Business Equipment T'rades Association, is to be 
held in London from October tst to oth. Covering some 


one hundred and thirty-three thousand square feet, 


a wide range of equipment designed to increase office 
efficiency will be shown by over one hundred and 
fifty firms from ail par: of the United Kingdom. 





BANK HOLIDAY CROSSWORD | 
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Compiled by Kenneth Trickett F. GA 





CLUES ACROSS 


1. Manufacturing technique is just this, according to Lord 
ERI in English Electric Ge Ltd v. Musker (1963) 
473). 
- 5. Together they succeed in beds the companies with 
a hire arrangement (7). 


9. Stocks may thus persist in executorship law (7). 
ro. The coin I dropped in the cement mixture? (7). 
12. Benefactor, as an alternative to a college fellow (5). 


13. Being a director, I have contracted to go on the river 
with a reduction (9). 


EH à e 


14. E S on - from Acquisition and Disposal o 
Assets’ — Finance Act, 1962, Part II, Chapter IT (5). 


15. Possibly the best stakes (4). 

16. Contract to brew ales, or to retail them? (4). 

18. Casts a tool by the sound of it (4). ` 

20. ‘The probability of 18 taking nothing for one (4). 


21. Under section 136, Companies Act, 1948, he is not 
entitled to vate except on a poll (5). 


23. oa offered by a club, and French men come in 
9). 
24. Both errors include this additional one (5). 


26. Banks, incorporating oil production, are ‘deliverers of 
goods in trust (7). 


27. Exchange expert gets accountant and doctor to VR 
huddle (7). 


28. Its dues are designed for examination Kee (2), 
.29. Let on about the ae (7). 





CLUES DOWN 
' 2. Legislation of 1870 mentioned in Part IV of ie Income 
Tax Act, 1952 (8, 4, 3). 
. Law, or an amendment for security (3, 4): 
. This question is undecided without a crossing (4). 


. Possessions of eastern countries (7). 


. In Granite Supply Association Ltd v. Kitton (1905), 
these were not allowable deductions in computing 
` assessable profits (7, 8). 
II. us for something that was once awaiting settlement 
9 2 P z 
17. Compel about 2,000 to trade (8). 
19. Held in trust as agreed (7). 


22. This value is usually assessed by a local authoriey, and 
. makes a blackleg competent (7). 


3 
4 

. 6, Dull error in addition (8). 
7 
8 


. 25. Sure to contain valuable documents (4). 


The TT will be published in next week's issue... . p 


ow cf 
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THE INSTITUTE OF MUNICIPAL 
TREASURERS AND ACCOUNTANTS 


RESULTS OF EXAMINATIONS HELD IN MAY 1963 


Places and prizes will be awarded on 1 the combined results of the May 1963 


and November 1963 examinations 


FINAL EXAMINATION 


^" PART A 


*Atkin, A., ce Brigg R.D.C. P. C. S., C Cy = 


Attryde, K T om Derbyshire C. C. Hart, J. Aj Gisser (East) C 
Hawki , Worthing C 
É *Bannister, D. K., Derbyshire C.C, no R. E., London GC. 
, 


arnes, ., Newport (Mon.) C.B. 

Barnwell, J. A. TI. Ministry of Housing and 
Local Government 

Beach, J. G., n Devon Water Board 

* Bedford, ]. H,, Kidderminster R.D.C. 
ell, D. E: Liverpool C.B. 


Hember, R. J ., Derbyshire C.C. 

Henry, J., Westmorland C.C. 

Hepburn, A., Edinburgh 

Herbert, F. W., Middlesex C.C, 

Hill, P., SE of Housing and Local 
Governmen 


Black, D., Gl 
Black. T. ee dd Hollingworth, N., Yorkshire (West Riding) 
Booth i. M. Eastbourne = B. Hollist, J. J, Smethwick C.B. 
Holmes, D. F., Bradford C.B. 
Bouttell, M. J. E., Suffolk (West) C C.C. ood, G. M., Rotherham C.B 
eege i B., , Acton B.. *Howden, D D. Glasgow s 
riggs, G. J., B. Hutchings, R. A., Ministry of Housing and 


Brown, P. E Suffolk (West) C.C. 
Burnett, P To Ministry of Housing and 
Local Government 


Local Government 


Inch, D. W., Durham C.C. 


*Charleson, J. H., Durham C.B. 
Clark, H. C., Blackpool C.B. 


* Clark, d Southampton C.B. Jolliffe, C., Hampshire C.C. 
Cl o J Ministry of Housing and Local Jones, B., Durham C.C. 
E 


DIEA . H., Surrey C.C. 
Collinge, G AM. High Wycombe B. Kane, G., Ministry of Housing and Local 
Cook, D. S., Buckinghamshire C.C. Government 
Cooke, A; G., Ruislip-Northwood U.D.C. Kearton, S., Staffordshire C.C. 


Kershaw, M., Bradford C.B. 


* Cooke, C. F., Durham C.B. P, B.. Hendon B 
. B., Hendon B. 


Cooper, J. E., Bournemouth C.B. *Kersbaw, 


Cornfield, L. W., Chester C.B. Kinsey, G. J., Surrey C.C. 
Crofts, R D., Norwich C.B. Klee, P., Gower R.D.C. 
Croly, T . A, "Leamington Spa B. 


Curley, J. M., Salford C.B. : . 
. Laister, N. R., Grimsby C.B. 
ang, W. W., Midlothian C.C, 
Latham, D. G., Devon C.C, 
Lear, R., Taunton B. 
Lorrison, W. R., Leicester C.B. 


Daffern, E. S., Leeds C.B. 

Dewsnap, C. H., Ashton-under-Lyne B. 
Drinkwater, J. À., Lancashire C.C. 
puse» G.R ., Wolverhampton C.B. 


McHattie, J. H., Luton B. 
McMahon, T. I. ., Ministry of Housing and 
Local Government 


Edgington, G. H., Berkshire C.C, 
Edwards, A., Merioneth C.C. 
Elliot, R. J., "Brighton C.B. 


m5 d C. Mayfield, J. HL, Dorn ure C.C.. 
Evans Bb London GR Meadhurst, D. F.H , Walthamstow B. 
i : Mear, D. R., Reigate B. 


Medland, W. L. H. Cornwall C.C. 
Farmer, Ge J., Ruislip-Northwood U.D.C. *Meigh, D. T., Derbyshire C.C. 
E , J. P., Ministry of Housing and eich de C., Coventry C.B. 


>~, Local Government oon, R., Barrow-in-Furness C.B, 
Fon nseca, O. T., Reading C.B. Mooney, P. J., Bedford B. 
Fowler, G, Lanarkshire C.C. Morgan, G. H., Worthing Group H.M.C. 
Fuller, P. M., Huddersfield C.B. Morgan, S T Glamorgan C.C. : 
Furneaux, M. J., Wanstead & Woodford B. *Mullany, K., Huddersfield C.B. ` 
Mullett, T. J., New Forest R. D.C. 


Murdoch, R. e. Wolverhampton C.B. 
Murray, F., Urmston U.D.C. 


*Passed Part B at £ previous examination 


Grantham, R. J., East Ham B, 


' Souter, M.E 


ara T. V., Derbyshire CC, 
Nichol, R., South of Scotland Elec- 
tricity Bed 
Nicholls, B. W., 
and Nyasaland 
Nippers, L. M., Glamorgan C.C. 
Nutley, G. C., Shifnal R.D. e 


Government of Rhodesia 


*O'Brien, R. F., Cheshire C.C. 


Palmer, J. H., Salop C.C. 
ae J. M., eg C.B. 
*Paul, J. H., Whitley Bay B. 
Perkins, D., Derbyshire C.C. 
. D. , Hammersmith B, 
Poole, B., Huddersfield C.B. . 
Poole, G. J., Ministry of HE and 
Local a ig ek 
Powell, J. M., Hendon B. 


K., Halifax C.B. 

Ramshaw, C., Eastleigh B. 

Rance, S. F., Berkhamsted, U.D.C, 

Reeves, R. G., Eastleigh B. ` 

Reynolds, B. J., Lewisham B. 

Roberts, G., Anglesey C.C. 

Robinson, B. M., Bradford C.B. 

Robinson, R., Ministry of Housing and 
Local Government 

Robinson, T., Easington R.D.C. 

Robson, I N., Durham C.C. 

Rogers, C. J., Ministry of Housing and 
Local Government 

Rogers, E. J., Swindon B. 

Rolf, B Ministry of Housing and 
Local Government 

Roweth, R., Radnorshire C.C. 

Russell, A. H., Midlothian C.C. 


Radcliffe, 


*Samanon, R. M., Devizes R.D.C. 

Saxton, A. E., Dag enham B. 

Scott, A., South p Scotland Electricity 
Bo ard, 

Sellers, P. E., St Marylebone B. 

Sexton, F, S: London C.C. 

Shackmaster, M., London C.C. 

Sharples, R., Lancashire C. C. 
Smith, E . W., Yorkshire (North Riding) 


Snow. D. pd C.C. 

., Surbiton B. 
Steady, M., Chesham U.D.C. 
Stearn, D. S., Dorking U.D.C. 
Stevens, N. I., Barnes B. 


Straw, C. G., Tikeston B. 
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Strong, A. C., Isle of Wight C.C. 
Sylvester, R. L., Salo op C.C. 


Tabor, E. H., Cambridgeshire C.C, 
Tait, T. E. W., dinburgh 
Taylor, J. M., Derbyshire C.C. 
Thompson, A. A., Liverpool C.B. 
Thresher, M. J., "l'aunton B. 


Abercrombie, P. J., Edinburgh 
* Angus, B., Yosksbire (North Riding) 


* Bazley, P. E., Coulsdon and Purley U. D.C. 
*Bell, J., Lancashire C.C. 
*Benoy, R. F., Suffolk bic C.C. 
* Best, G. A., St Albans R.D 
*Bestwick, T S., Nottingham C.B. 
sBinnington,, W., Doncaster C.B. 
` *Bisshopp, G . W. A., Bexley B. 
Boagey, W. L., an Hartlepool C.B. 
Bridge, W. .B. 
*Briercli e, R. B., "Rochdale C.B. 
Brown, W.. Krug ey U.D. C. $ 
*Bulled, R. E. W., Isle of. Wight C. c. E 
*Burton, R. G., Durham C.B. 


*Carruthers, A. G., Essex C.C. 
*Christie, E. C., Kincardine vate 
*Clark, J. R., Widnes B. E 
*Clowry, T. C., Woolwich B. 

* Comer, H. J., Havant and Waterloo 


Cook, F. M., Westminster R.B. 

Cook, P. B., ‘Oxf ord 

„Cooper, C. G. H., Ge C.B. 

* Crews, A. B., Beckenham B. 
*Crutchley, C. J., Staffordshire CC 


Davies, D. R., London C.C. 
*Davies, W. J., Swansea C.B. 
*Davis, C. oe "Bristol C.B. 
1 P. W. G. F., pong hu C.B. - 


Romford 
*Dyer, F. J., 


Somerset CC, 
*Elborn, J. Kë Hemel Hempstead B. 
*Elliot, W. G., Nairobi (Kenya) 
* Ellis, M. E., Worcester CB. 


*Fell, W. R., Bradford C. B. 
*Flinders, J. W., Staffordshire GC" 


*Garbutt, G. J., Warwickshire: GC 
*Gibbons, A. R., Fareham U.D.C. 
-*Gill, E. S., Durham C.C. 
*Glasspool, B. E., Portsmouth C.B. 
*Gough, A. F., Bexley B. -- 

* Grant, R., Leicestershire e 


Total .. © ., és 
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"Tickner, W. G. H., Colchester B. 
Varallo, A., Ministry of Housing and Local 


Government 
Vince, A. M., Suffolk (East) C.C. 


. Ward, R. L., Lancaster B. 


Watson; C., Sheffield C.B. 


PART B 


` *Green, B., Walsall C.B. 


*Gregg, M., Morley B. 


: ' Harding, B. D., Susséx (West) CC. 
*Harris, A. W., Warwickshire C. 
Haywood, H. Ri Staffordshire C.C. 


*Heffer, D. ÀA., Aylesbury B. 
SE E., Willesden P. 
*Herd, G. B Ellesmere Port B. 


*Hill, K. La “Walsall C.B. 

*Hinds, P. B., Mansfield B. 
Hollywood, M., Dorset C.C. 

*Horne, R. A. Loughborough B. 


- *Hucklesby D. J;, Luton B. - 


Ireland, I. G., Edinburgh 


Kellaway, M. M., Surrey C.C. 
"*Kimble, A. H., Alton LU D.C. 
*King, D. C., Hampshire C.C. 

‘Knight, W. L., Hendon B. 


*Lakin, C. F. L., Leicester. C.B. 
*Lee, T. R., Greenock pe 
*Levey, B. W., Ministry’ of Housing and 
Local Government 
*Little, G. H., Bournemouth C.B. 
*Logan, L ., Manchestér C.B. 


*McCabe, L., Hendon B. 
*Mansley, T. W., Brighouse B. ir 
*Manttan, J., ‘Bullingdon RDC 
Martino, A. D., Middlesbrough c. B. 
*Mayes, R., Staffordshire C.C.. 
Meakin, F. H., Lichfield R. DC 
2 S. AS Maidstone B.” 
er, L. W., Ministry of Housing E 
Local Government 
*Mor e Herefordshire C: C. 
* Morley, 'A.R ve mor poca R. D.C. 
* Morris, 
*Murphy, B., Yorkshire CA est Riding) C.C. 


*O'Connor, M, Southampton. C.B. 
Pardoe, A..R., Coventry C.B. 
*Passed Part A at a previous examination 
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Tinn, D. E., Cardiff x D 


Wilson, R E Qa Durham 
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Simplifying Share Transfer 


HE Stock Transfer Act, 1963, which received the Royal 
Assent on July roth, and is to come into force when the 
Treasury make the necessary order!, gives effect to recom- 
mendations made by a committee convened in December 1959 by 
the chairman of the London Stock Exchange. The Act permits the 
transferor of fully-paid registered securities to transfer them by 
means of a simplified form of transfer set out in Schedule 1 to the 
Act, and to do so without attesting witnesses and without sealing 
the transfer, notwithstanding any requirements relating to the 
securities in question. Moreover, provided the transfer shows the 
transferee's full name and address, it is not necessary that he should 
execute it. In the case of a stock exchange transaction, the parti- 
culars of the consideration and of the transferee may be omitted 
from the original transfer and shown instead in separate 'brokers 
transfers' in a prescribed form which need not contain any particu- 
lars of the original transferor — a provision to facilitate paper work 
where one holding is sold piecemeal to two or more purchasers. 
While the new Act is intended to be the basis for a general 
streamlining of share and stock transfer practice, many desired 
changes do not need, or are unsuitable for, new legislation. It is 
in this context that the Stock Exchange has now published (price 
2s 6d) a ‘comprehensive guide to the new system’, which neces- 
sarily tends to be somewhat hortatory in tone because, of course, 
the new system does not yet exist and its adoption will depend on 
the co-operation of the investing public, and those who serve them. 
An introduction to the guide acknowledges the indebtedness 
of its compilers to a number of institutions, including the English 
and Scottish Institutes of Chartered Accountants. It also adverts 
to a topic not touched on in the text, namely, the fact that 
not all buyers of securities on the stock exchange are prepared to 
pay their broker on account day and nevertheless to wait until 
some time afterwards for him to deliver the shares; of course, 
most buyers do this already, and it does facilitate the streamlining 
of procedure. The compilers do not go so far as expressly to 
exhort all investors to follow the general line; they say that full 
confidence between investor and broker will not be universally 
established until all stock exchanges have adequate and effective 
compensation or guarantee funds ‘for where such funds exist 
there need be no cause for hesitation in delivering the transfer to 
the member in advance of payment or in paying without sight of 
the transfer’. The guide is a mine of useful information about share 
transfer procedure, and well worth its modest price. 


1 We understand that the proposed date is October 28th next. 
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Trends to Bigness ` 


VENTS in the last few weeks have under- 

lined the rate at which amalgamation is 

bringing about new scales of operation and 
standards of bigness in Government work and in 
industry in Britain. 

There have been two such cases since the 
beginning of July. The first of these was the 
announcement of the partial reorganization of the 
Service Ministries to bring them under the control 
of the Ministry of Defence. In the new defence 


set-up, for the first time THE CHIEF SCIENTIFIC - 


ADVISER ranks equal with THe CHIEF OF THE 
DEFENCE STAFF and "Top PERMANENT UNDER- 
SECRETARY OF STATE. In other words, technology 
has achieved a new status in defence policy making. 

The other case is the proposed amalgamation 
between the Federation of British Industries, 


the British Employers’ Confederation, and the- 


National Association of British Manufacturers. 


This fusion has yet to take place but it seems ` 


likely to occur and if it does there will be one 
more instance of the triumph of centralized 
control in the growing complexities of industrial 
diplomacy. It will be remembered also that the 
Trades Union Congress is studying the structure 
of the trades union movement which might also 
have a centralizing effect. 

Industry itself has, of course, been evolving 
from small to large production units ever since 
the industrial revolution. But, here again, the 
trend seems recently to have been accelerating. 


It is commonly said that in spite of this process of ` 


evolving to larger units, British industry is still 
predominantly made up of small concerns. 'That 
is true. But if they evolve at an increasing rate 
into bigger ones, even if the birth rate of new small 
companies remains high (a process which cannot 
be taken for granted in this age of rapid technical 
change), the pace of change will have a profound 
effect on the industries, trades and professions 
which serve them. 

Of recent years there has been a good deal of 
comment about the rate of change to bigness, 
and figures are becoming available to substantiate 
the impression given about this trend. Here are 
two examples. When Company Assets, Income and 
Finance in 1960 was published by H.M.S.O. in 
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1962, the Board of Trade Journal made this A 


comment: ‘Statistically, therefore, the typical 
companies to show a high rate of expansion of net 
assets over the three years 1958 to 1960 were the 
large companies.’ In other words, bigness begets 
bigness. The last volume of the 1958 Census of 
Production (published in March 1963) showed 
that there were eighty-eight enterprises employing 
5,000 workers and over in 1935. In 1958 there 
were 180. One suspects that these trends have 
since continued. 

Technological change is one of the main 


causes of this movement. 'Today technical inno- A. 


vation requires large resources of capital and 
trained staff to develop ideas to marketing point 
and equally large resources to find the markets 
which will absorb the output which such large- 
scale investment needs to justify its outlay. This 
means a growinz appetite for highly trained man- 
power, including professional men — and this 
includes accountants. 

The impact of these forces on the accountancy 
profession was referred to in an article by Mr 
ANTHONY VICE in last January's issue of The 
Director. He was drawing attention to the tend- 
ency ‘of accountancy practices to amalgamate 


` owing to the high cost of office space, the growing _ 


use by big companies of expensive computer ` 
techniques involving heavy outlay by their 
auditors (here again comes technical. change), and 
the need for practices to offer a range of manage- 
ment advisory services to big clients. In the 
profession he thought he saw a prospect of the 
small practice fading out except in such special 
environments as country towns. 

There is one aspect of this trend, however, 
which is worth considering. In industry, it is 
often the medium-sized concern which is vulner- 
able - not the small one. The small man who 
remains small may do very well because he offers 
a personal service to his customers. Might not 


the same happen in professional practice? Ong 


can in fact see, both in industry and in the pro- 
fessions, a growth at both extremes, with in- 
creasing problems for those in the middle who 
are trying to grow bigger and are becoming more 
impersonal in the process. 
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Revenue Approval at Pasa Schemes 


by H. S. A. MACNAIR, F.C.A. 


i» 
k 


come tax relief for pension schemes is that 

the amount of the income of employers and 
employees relieved of tax by reference to their 
contributions and the interest arising on accumu- 
lations of contributions, will ultimately be 
brought into charge to tax at rates reflecting the 
taxable capacity of employees and their depend- 
ants. In the past, the relief in respect of employ- 
ees’ income had less significance; a remark which 
. applies also to the taxable capacity of the 


? | "HE fundamental principle underlying in- 


& recipients of benefits. Thus it is recorded that in 


I9I9 few pensioners were paid at a rate exceeding 
the lower limit of chargeability to income tax (see 
Report of the Committee on the "Taxation 
Treatment of Provisions for Retirement (Cmd 
9063) from which information as to a number of 
practical points has been drawn for the purposes 
of this article). 


Privileges of Section 379 Schemes 


The year 1921 saw the introduction of privi- 
leges for the type of scheme now regulated by 
section 379 of the Income Tax Act, 1952, 
suppiemented by Statutory Instruments 1921/ 
Y^ 1699 and 1931/638. Such schemes -have fourfold 
advantages. Employers are assured that special as 
well as ordinary annual contributions will rank as 
a charge against profits, by means of relief spread 
forward over a period of ten years or the lesser 
period ascertained by dividing the amount of the 
special contribution by that of the ordinary 
annual contribution. However, where ownership 
of a trade is transferred in circumstances such that 
section 17 of the Finance Act, 1954, does not 
apply, no part of a special contribution by the 
predecessors to a section 379 scheme taken over 
by the successor will be allowable to the latter 
(Ff. H. Clarke © Co Ltd v. Musker (37 T.C. 1; 
35 A.T.C. 297). The advantage obtained by 
employees takes the form of relief in respect of 
heit contributions at the highest rate of tax 
borne on earned income. Other advantages hie in 
exemption from tax on the income arising from 
vested contributions and from the Case VII 
on gains. 

is usual for contributors to expect their 







contributions to be returned when they cease to - 
participate. However, approval under section 379 
is not given to a fund which permits the return 
to the employer of his contributions, except to 
the extent of any surplus existing after all the 
claims of existing and prospective annuitants 
have been satisfied. Income tax is deductible at 
the standard rate from any such refunds which 
also attract profits tax or surtax. The inclusion of 
a rule permitting returns of employees’ contribu- 
tions precludes section 379 status except at the 
discretion of the Revenue (see below). Where 
returns are permitted, the trustees are required to 
account to the Revenue for tax at one-quarter of 
the standard rate on the net amounts returned 
and it is usual for the rules of the fund to restrict 
repayments accordingly. To avoid awkward 
calculations, it is usual to adopt an equivalent 


- figure applicable to the gross refund, e.g. 1s 9d 


where the standard rate was 75s 9d. 'l'ax is likewise 
exigible where interest is added to returned 
contributions and where lump sums are paid, 
although there is no obligation to account where 
the employee concerned served less than one- 
quarter of his time in the United Kingdom. 


Restrictions on Refunds to Employees 


It should be noted that discretionary approval is 
limited to cases where (a) the employee leaves the 
employer's service without becoming entitled to 
either an immediate or a deferred annuity from 
the fund; or (b) he withdraws from the fund 
without leaving the employer's service where 
withdrawal is due to hardship, or is enforced by 
the rules of the fund following a change in the 
employee's status, or in other exceptional 
circumstances if re-entry to the fund is prohibited; 
(c) his death; (d) in the case of a widow’s fund to 


= which contributions are compulsory, the attain- 


ment of retirement age by a member who is a 
bachelor or a widower. 

A further and .more important condition 
attached is that, notwithstanding compliance with 
the above requirements, approval is limited to 
that part of the fund which relates to the provision 
of pensions not exceeding £3,000 per annum. A 
related condition is that the employee’s ordinary 
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annual contributions should not in general exceed 
15 per cent of his total remuneration (there are no 
provisions for relief in respect of special contribu- 
tions by employees). These latter rules were 
introduced to counteract abuses parallel to those 
legislated against in 1947, and they are not applied 
to funds operative before 1940 if not since 
modified. 

It is interesting to compare the above-men- 
tioned treatment of employees! contributions 
with that laid down by section 378 in relation to 
statutory schemes. This provides that where by 
statute superannuation allowances or gratuities are 
payable to employees on their retirement, or on 
death, and such employees are required to make 
contributions, then the latter are to rank as 
deductible from emoluments for tax purposes. 
However, where contributions fall to be repaid to 
an employee, the person by or through whom 
repayment is made is required to deduct an 
amount equal to the total tax previously saved. 
Moreover, if the contributions are repaid with 
interest, a further deduction is required measured 
by the tax that would have been payable if the 
interest had been included year by year in the 
income of the individual concerned. In order that 
the necessary calculations may be made the usual 
requirements of secrecy on the part of the 
Inland Revenue are waived. 


Non-residents 


The Board's discretionary power to approve 
funds under section 379 implies a failure on the 
part of the proposed scheme to comply with 
some of the statutory conditions. These are that, 
in addition to contributions by employer and 
recognition by employees, a fund must be bona 
fide established under irrevocable trusts in con- 
nection with some trade or undertaking carried on 
in the United Kingdom by a resident and must 
have as its sole purpose the provision of annuities 
for (2) some or all of the employees either at 
retiring age or on previous incapacity, or (5) their 
dependants, on the death of an employee or ex- 
employee. 

As regards the first condition noted above, the 
inclusion of employees who are not engaged in a 
trade in respect of which the employer is liable to 
United Kingdom income tax is not forbidden, 
but the proportion of his contribution made in 
respect of such employees is disallowed. Where a 
fund is established by a non-resident employer 
in connection with an undertaking some part of 
which is carried on in the United Kingdom, 
approval is normally given tc that part of the fund 
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which relates to employees in the United King- 
dom subject to the presence there of a responsible 
representative where the fund is administered 
abroad. 


In the case of a recognized superannuation fund - © 


bona fide established under irrevocable trusts in 
connection with some trade or undertaking carried 
on wholly or partly outside the United Kingdom, 
and having for its sole purpose the provision of 
superannuation benefits in respect of the em- 
ployees therecf, relief from income tax on 
dividends and other investment income is given 
to the same extent as it is given to a non-resident 
(section 21, Finance Act, 1961). Complete 
exemption is also given from the charge on gains 
under Case VII. It may be mentioned here that 
the inclusion of a rule permitting the return of 
contributions, as referred to above, is one reason ^` 
why many schemes require to be approved 
individually by the Commissioners. 

Section 379 refers throughout not to ‘pensions’ 
but to ‘annuities’ — a deliberate distinction. Only 
those annuities which are paid to United 
Kingdom residents may rank as pensions for 
purposes of assessment under Schedule E and 
availability of earned income relief. In other cases 
section. 170 applies, although exemption is 
accorded to annuities paid to employees whose 
service was rendered abroad. (In practice this 
requirement is regarded as satisfied if three- 
quarters of the period of service was abroad, i.e. 
if no liability to United Kingdom tax was 


attracted by service for that period.) ex 


Commutation of Pensions 


It is of interest to note that the taxability of 
pensions not emanating from approved funds 
derives from section 376 (1), introduced in 1932. 
This provides that where a person has ceased to 
hold any office or employment and any pension is 
paid to him or his dependant by the former 
employer or his successor, then, notwithstanding 
that the pension is paid voluntarily or is capable 
of being discontinued, it is to be deemed to be 
income for the purposes of assessment to income 
tax under Schedue E or, in the case of payments 
by or on behalf of a person outside the United 
Kingdom, Case V of Schedule D. : 
A major impediment to full approval of a 
section 379 fund lies in the provision of benefits 
in the form of commutable pensions or lump sums. 
This type of benefit offends against the, bas 
principle underlying tax relief for bot 
insurance and pension schemes, a prin 


n 
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adopted since the earliest days of income tax on 
the grounds that individuals with ‘precarious’ 
incomes should be enabled to make provision for 


- their dependants and their own old age. 


However, the Revenue tolerate commutation 
of trifling pensions (not exceeding {£39 per 
annum) or commutation in cases of serious ill 
health. Moreover, an intermediate position is 
available to schemes providing a lump sum if its 
value does not’ exceed one-quarter of total 
benefits (a maximum discussed below in relation 
to "model schemes). In such circumstances a 
fund is entitled to rank as only partially approved, 
one element enjoying all the privileges of ap- 
proved status, the other lacking them, but 
none the less possessed of one important advantage 
as compared with an unapproved scheme. This is 
that employees are not taxed on the current value 


of a company’s contributions attributable to the 


non-approved element, as would otherwise be the 
case under the 1947 legislation. This dichotomy 
by reference to benefits differs from the general 
rule that a scheme relating to various classes of 
employees is to be regarded as divided into 
separate schemes applicable to each class. If, 
however, the one-quarter limit for lump sums 
is exceeded, no part of a scheme may rank for 
approval under section 479. 


The 1947 Legislation 
The higher level of taxes in conjunction with 


—Àn&ationary--tendencies operative from 1940 


' onwards saw \the development of schemes 


designed to substitute tax-free benefits deferred 
over a short period for current taxable emolu- 
ments. The legislation introduced in 1947 to 
counteract this situation brought to an end the 
effective existence of schemes lacking Revenue 
approval, if based on contributions by a company 
(certain specialized arrangements did not receive 
attention until the introduction of section 37, 
Finance Act, 1960). The basic plan adopted 
(section 386, Income Tax Act, 1952) was to 
impose on employees a charge to tax in respect 
of the current value of both actual and prospective 
contributions by corporate employers. There were 
exemptions for schemes in force at April 6th, 


1944, existing mainly to provide a pension for 








life and also for provident funds affording con- 
ingent benefits to employees earning less than 
o per annum where the employer's con- 
is in the aggregate limited to xo per 
r employee (maximum £100). 

may be mentioned that a provident fund 
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differs from those previously discussed, in that 
contributions are accumulated separately for 
each employee who obtains no tax relief in respect 
of his contributions, although the interest arising 
to the fund 1s, by concession, taxable at a favour- 
able composite rate. Comparable staff assurance 
schemes based on policies yielding lump sums are 
likewise exempt; these entitle employees to life 
assurance relief on their contributions. In the case 
of schemes yielding a deferred pension, the limit 
of contributions allowable is fixed at {100 for 
each individual. In connection with this type of 
scheme it is of interest to note that there are no 
provisions for taxing lump sums paid out or 
contributions returned to employees. A point of 
special importance is that the 1947 legislation has 
nothing to say where the employee is an individual 
or a partnership. 


Scope of Section 388 Schemes 


However, it was recognized that some company 
employees could not be accommodated within 
the scope of section 379 on the grounds that the 
proposals were limited to directors or a narrow 
class of employees or that they included directors 
other than whole-time service directors (as 
defined for profits tax). Hence limited arrange- 
ments are specifically recognized under the rules 
of section 388 applicable to “Top-hat’ schemes. 
The statutory conditions for approval are even 
more stringent than those applicable to section 
379 and recourse is usually bad to the nore 
flexible arrangements possible where the dis- 
cretionary approval of the Revenue is obtained. 

In the exercise of their discretion the Board take 
as their model an ideal statutory superannuation 
scheme in which a ‘model’ pension equal to two- 
thirds of standard salary is granted for forty 
years’ service. Proportionate adjustments are made 
for a lesser number of years or for additional years 
of service between the ages of 60 and 65. 
The standard salary envisaged is an average of the 
last three years although the final year may be 
substituted where earnings are not variable. In 
short service cases the average over the whole 
period represents a maximum. 

In applying the foregoing principles it may be 
found that, in place of the final salary, a private 
scheme will often fix a pension in terms of the 
sum of the slices of pension earned pro rata to 
salary in each year of service. Should remuner- 
ation decline, the pension awarded could exceed 
the level determined by reference to final salary. 
In some schemes this possibility is tolerated but 
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in others a rule is required that if at any time 
during service the scale of pension assured 
exceeds two-thirds of the average salary for 
either (1) the past three years, or (2) all years to 
date, then future contributions must be scaled 
down accordingly. However, if the quantum of 
benefits is at the employer's discretion, contribu- 
tions must be regulated so that the scale of 


benefits in course of purchase does not exceed 


that appropriate to a ‘model’ pension. In such 
circumstances pensions not exceeding {500 per 
annum may be paid where service exceeds 
twenty years, while for lesser periods all payments 
are to be subject to Revenue approval. Approval 
is required in any event if the individual con- 
cerned has previously acquired pension rights or 
has at some time been a director. 


Provision for Dependants 


Mention has been made above of lump-sum 
benefits limited to one-quarter of the actuarial 
benefits. One statutory scheme reflects this 
requirement through the sacrifice of one-quarter 
of the "model pension to provide various benefits 
including a lump sum at normal retirement equal 
to one and a half times the standard salary. This 
is reduced to half the standard salary in the case 
of a married man in order to provide an auto- 
matic widow's pension to the value of one-quarter 
of "model pension, a provision independent of 
the option usually made available to annuitants to 
commute a proportion of their pension in favour 


of dependants. However, it is understood that 


the Board are prepared to approve arrangements 
which provide a widow's pension equal to one- 
half the employee's normal retiring pension, with 
appropriate increases for dependants. Moreover, 
no.objection is taken to commutation of these 
benefits for a lump sum. ` 

Mention should also be made of the limited 
relief accorded under section 225 to employees' 
compulsory contributions not exceeding £100 to 
arrangements .for the provision of pension 
benefits to widows and orphans. This section 
echoes the pre-1916 pattern of life assurance 


relief in that relief is given on a sliding scale as . 


follows :, 


Income 
£°-999 
£,1 ,000-2,000 
Over £2,000.. 


Rate of Relief 
one-half of standard rate 
three-quarters of standard rate 
standard rate. 


Section 225 applies not only to schemes ex- 
clusively devoted to dependants but also to the 
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corresponding proportion of the contributions 
made under section 379 schemes should this 
exceed one-quarter of total ordinary contributions 


(and thus fail to rank for deduction from emolu- ^ p? 


ments at 100 per cent). 

A paramount objective of section 488 schemes 
is the provision of a non-commutable pension. 
However, this type of scheme is in practice 
flexible enough to allow payment to commence on 
retirement within ten years before the normal 
retirement date, although in the case of even 
earlier retirement, three-quarters of the pension 
must be deferred until normal retiring age or 
previous incapacity. 


Late Entrants 


: s P 
A problem in all schemes arises in relation to A. 


late entrants. For those in statutory schemes whose 
years of service fall short of half the standard 
(twenty years plus the five years from sixty to 
sixty-five) the Treasury are, in appropriate cases, 
prepared to uplift the scale of benefits to standard 
by applying the multiplier eight-fifths to each 
year of service. The Board of Inland Revenue do 
not regard this lcophole as a built-in feature of the 
‘model’ scheme to which they work, but it 
represents a criterion of the maximum concession 
they would be prepared to make in individual 
cases. Other criteria include notional adjustments 
to the length of service which may be regarded as 
enhanced where previous service generated 


special qualifications, or diminished where süch. 


service gave rise to retirement benefit rights ‘ 
subsequently retained, or by a period in a self- 
employed capacity or as a controlling director (as 
defined for profits tax). 

In some statutcry schemes the door to higher 
scales of benefit is opened by the completion of 
five, ten or twenty years’ service. In one scheme 
the grant of a lump-sum retiring allowance 
follows five years’ service (ten in cases of incapa- 
city) and the right to receive a pension follows 
after ten years. Moreover, in cases of incapacity a 
pension at half-rate is granted by way of minimum 
(abated to the extent that a twenty-year period of 
service could not have been completed before ` 
retirement). The minimum ‘benefit’ taken in that 
scheme is a return of contributions on resignation ` 
(with interest in cases of incapacity after five ~ 
years). There are further refinements applicable 
to more specialized situations but it is hoped 
enough has been said to indicate the 
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lax Topics 


DEFINING TERMS 


OST of us have used the term 'burden of 
taxation' at one time or another and on most 
occasions had a clear idea what we meant by it. How 
often, however, when it is used by several people, is it 
likely that they all mean the same thing? The ‘burden’ 
can be discussed in a more detached way when it is a 
matter of changing the personal allowances or the 
progression of the tax rates. It takes on a different 
aspect as one contemplates, as some of us have been 
doing, the second instalment Schedule D demand 
note. Nothing seems quite so wasteful as making out a 
large cheque in favour of Her Majesty's Commis- 
sioners of Inland Revenue! 
That this is not a purely academic matter is clear 
from the Minister of Local Government's recent 
promise to consider means of relieving 'hardship' 
arising from the recent local rate demands. How does 
one define 'hardship' in this context? While for those 
of us who have seen some £30 or more added to our 
annual rate demand, it may not exactly be ‘hardship’, 
the other terms are unprintable! Does one apply the 
standards of the National Assistance Board before 
granting relief; or in this day and age of the Welfare 
State should the standard be higher and, if so, how 
dch higher? .— 

The trouble is that there are two aspects of this 
problem. First, there is the difficulty of definition, 
but secondly there is the point that the more generous 
the definition, the larger will be the additional burden 
that other members of the community will sustain, 
whether it be in their capacities as ratepayers or as 
taxpayers (assuming the Minister gives additional 
grants to offset loss of rate revenue where relief is 
given). Enthusiasm for the Welfare State varies with 
the extent that it is the other man's taxes which pay 
for. it. 


LESSON FROM SWEDEN? 


HE appearance of a new edition of the Stock- 
holm Enskilda Bank's excellent pamphlet on the 
Swedish income tax as it affects corporate bodies is 
to be welcomed. In its clarity of exposition and 


»^content it serves as a model which the Inland 









Revenue could copy for some of their explanatory 
moranda. 'T'he outline of the tax system apart, the 
hlet contains one item of especial interest. In 
e Swedes created their Riksskattenámnden, 
nal Tax Board, comprising both official and 
cial members. 'T'he former are predominantly 
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but not exclusively tax officials, while the latter are 
officers and executives of major business groupings. 
In other words, it would appear to be a sort of 
mixture of the Special and General Commissioners 


The Board has two functions. The first is the 
provision of general tax rulings for the guidance of 
local tax officials and the public generally. ‘The 
second function is more striking and unusual. A 
taxpayer contemplating action or a scheme which is 
likely to have important tax consequences can appeal 
to the Board for an advance ruling on the tax position. 
The procedure is apparently on the same lines as 
hearings before the Commissioners, ie. both! the 
taxpayer and Revenue are represented and argue the 
case before the Board. Either party may appeal from 
the Board’s ruling but if there is no appeal then the 
ruling is binding upon the Revenue if the taxpayer 
goes ahead with his scheme. It seems that extensive 
advantage has been taken of this new administrative 
device, several hundred advance rulings being issued 
annually. In the words of the authors of the pamphlet, 
‘the system . . . has been widely acclaimed in Sweden 
and is the subject of considerable interest abroad’. 


THE GREEKS HAVE A WORD 


T is a commonplace that in all communities which 

impose income taxes, the accuracy of some returns of 
income falls short of the whole truth. In Greece, al- 
though the top rate of income tax is 60 per cent on 
income in excess of 1 million drachmae, the effective 
rate on such an income is barely 50 per cent. On an 
income of 100,000 drachmae, the average or effective 
rate of tax is about 12 per cent. In 1962 a law was 
enacted which provides that a taxpayer's income may 
be determined on the basis of his living expenses 
where these are in excess of his declared income. The 
criteria employed are carefully laid down and are 
binding upon both the tax inspector and the taxpayer 
where the presumptive income exceeds 70,000 
drachmae. 

If the annual rental of the taxpayer’s accommoda- 
tion is up to 60,000 drachmae, the presumptive income 
is 3:5 times the rental; the multiplier is higher as 
the rent increases. If he owns a car, the presumed 
expenses as laid down for a vehicle of a given horse- 
power are deemed equivalent to his income. Likewise, 
if the taxpayer rents a summer residence or alter- 
native accommodation, the rental is further evidence 
of additional income. There are similar additions on 
a graduated scale in respect of yachts, e.g. 20,000 
drachmae are imputed in respect of a yacht owned or 
rented which is over five metres in length, just as a 
scale is laid down in respect of servants, e.g. maids 
and chauffeurs, and tutors too. 

It would be interesting to learn just how effective 
this type of return is in mitigating evasion. Let us 
hope that taxpayer morale never deteriorates to such 
an extent in Britain that it becomes necessary to 
adopt a system of this nature. 
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THE KENNEDY LINE ON TAX 


RESIDENT KENNEDY'S recent tax message 

to Congress contains three interesting proposals 
which would have attractions for taxpayers elsewhere. 
While nothing has been done in the U.K. to imple- 
ment the proposals for averaging fluctuating incomes 
put forward by the Millard Tucker Committee in its 
first report, except of course the higher starting-point 
for surtax, the Presiden: has instructed the Secretary 
of the U.S. Treasury to prepare an income everaging 
provision for taxpayers with fluctuating incomes. 
The present restricted provisions in the Internal 
Revenue Code will be replaced by the new provisions 
and will be much extended. 

Removal expenses can be a contentious item for 
tax where they are reimbursed by the employer 
since, strictly speaking, they are chargeable emolu- 
ments unless they conform to the requirements of 
Rule 7. Similar relief is available in American law 
where it is now proposed to extend this allowance 
against income to new employees, as well as those 
who are moved by their employers in the course of 
their employment. 

While in Britain the practice of covenanting part 
of one’s income to specific charities is widespread 
and viewed with some dislike by the Inland Revenue, 
the U.S. law is about to be modified to permit larger 
proportions of a taxpayer’s income to be donated, 
in the words of the President, to ‘highly desirable 
activities in our communities, such as symphony 
orchestras and the work of community chests and 
cultural centres’, What are the chances of similar 
changes in Britain? 


EQUALITY OF WEALTH 


N its initial memorandum of evidence to the 

Royal Commission on Taxation, the Canadian Tax 
Foundation makes the point that any system of 
taxation reflects the expectations and social outlooks 
in the community. No tax is completely neutral in 
its economic effects; indeed, the basis of present-day 
fiscal policy is to use taxes as means of discriminating 
against, or encouraging, particular policies. The 
memorandum under reference observes that the 
economic rationales behind deliberate preferences 
and discriminations in the tax system vary widely, 
but generally the public good is deemed to be served. 
Since views as to what is really in the public interest 
vary so widely, it is not surprising that opinions 
about different taxes vary to the same extent. 

A recent Fabian pamphlet by a chartered account- 
ant, who is also a Member of Parliament (Taxes for a 
Prosperous Society), provides an illustration of the 
above thesis by outlining the form that a tax system 
may take when it is based upon a particular political 
philosophy. The author, Mr Bruce Millan, asserts 
that the present tax system has done nothing to 
correct the inequalities in the distribution of capital. 
In 1961, capital taxes contributed only 3-2 per cent 
of the total tax yield, while the death duty statistics 
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reveal that 2 per cent of the estates registered for 
probate in the same year accounted for 50 per cent 
of the property passing on death. The author argues 
that such data are evidence that estate duty has done 
little to equalize the distribution of wealth. 

In pursuit of greater and more rapid equalization 
he proposes an extension of the capital gains tax 
beyond the six months for speculative gains. To 
make estate duty more effective as a redistributive 
agent he would amend the concessions in respect of 
gifts inter vivos granted in 1960, and even extend the 
present five-year period in respect of such gifts. 
Since estate duty yield is restricted, as the duty only 
arises on occasion of death, he argues that it would 
be better to tax capital under a progressive scale on 
the occasion of any disposition without consideration. 
If it were felt necessary to expedite the break-up of 
large personal estates, then the most effective fiscal 


weapon would be a capital levy. This, however, . 


could cause serious economic dislocation and, in the 
opinion of Mr Millan, a better alternative is an 
annual wealth tax, This would be restricted to a 
minority of large estates; imposed at a relatively low 
rate, but a rate somewhat higher than the expected 
yield on the capital. Such a tax would in his opinion 
reduce the rate of capital accumulation among the 
well-to-do. It is as well to remember that a fiscal 
revolution of this kind brings in its train a social and 
economic ‘revolution’. Clearly, it all depends on one's 
objectives | 


TAX INCENTIVES IN WEST BERLIN 


R MAUDLING'S spectal capital allowances, 
Le. free depreciation, to use his own term, 
intended to induce industry to move into the develop- 


MX 


i 


ment areas may be novel to British taxpayers. "Ar: 
recent issue of European Taxation, a fortnightly ` 


review of fiscal matters published in Amsterdam, 
provides some interesting illustrations of the use of 
fiscal inducements to citizens of West Berlin adopted 
last year. Wage earners who have been resident for at 
least three months get a 30 per cent reduction in the 
West German wage tax, while lower income earners 
whose pay does not attract sufficient tax to make this 
inducement attractive, are entitled to additional 
payments out of a fund built up from wage taxes 
deducted. 
Likewise, professional men and business men 
ordinarily resident in Berlin also enjoy a 30 per cent 
reduction on their income tax, just as do entre- 
preneurs owning businesses based 1n West Berlin and 
employing at least twenty-five persons, though they, 
ie. the owners, need not live in Berlin. Companies 


based and managed in West Berlin are entitled to a A 


20 per cent reduction in the corporation tax as well 
as other lesser reliefs. Such companies also obt 
relief from the turnover tax in respect of ‘expor 
West Germany, as well as investment allowa 
depreciable assets. On reflection, it still see? 
return for living with ‘the wall’. 1 
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by R. V. ATHERTON, F.C.A., 
of Joseph Lucas (Industries) Ltd 


I Introduction 


ECENTLY published figures show that for the 
R as as a whole over £8,000 million was 

tied up in various types of materials, finished 
products and ancillary items. Broken down to indi- 
vidual businesses — and there are very few which carry 
no stock at all — the investment may range from a few 
hundred pounds in a one-man firm to tens of millions 
in a large manufacturing organization. Stocks are an 
essential item to ensure the smooth flow and con- 
tinuity of trade and frequently constitute one of the 
major assets in a balance sheet. It is readily accepted 
that other current assets such as cash and debtors 
must be controlled rigidly but unfortunately the same 
care is not always given to stocks. Yet as accountants, 
we are well aware that haphazard buying, inefficient 
administration and security, and errors in recording 
and valuation can have disastrous effects on produc- 
tion, sales and profits. In other words without efficient 
control stocks can become a liability. 


2. Ina paper of this nature it is obviously impossible 
to deal fully with all aspects of stock control. It is a 
vast subject, and it is so easy to digress into lengthy 
descriptions of, for instance, manufacturing planning 
or material handling, each vitally important, but 
only two of the many factors in overall control. 
Additionally, there is no set textbook system of con- 
ie every business has its own problems and organi- 

tional ‘structure available for dealing with them. In 


. the larger concerns the main emphasis will probably 


be directed towards planning and financial control, 
with physical security and handling as a necessary 
adjunct. T'he smaller firm may well be more concerned 
with day-to-day problems such as a sudden surge in 
demand, or stock losses through pilferage etc. A 
further aspect is to maintain a balance between 
what could and should be done and the cost 
involved in time and money. Too often it is 
said: ‘We know there are weaknesses but we cannot 
afford to operate a completely comprehensive 
system.’ Here obviously the available resources should 
be concentrated on the more vulnerable points, but it 
must again be stressed that poor control can result in 
_heavy losses. E 


3. In the following sections an attempt has been 
made to outline the problems involved, the dangers 


"of poor control, the financial implications and some 


general principles in the various stages of control. 
As the members of this course have such wide and 
varied interests it is felt that this approach will be 


'The first part of a paper presented at the Summer Course 
of 'The Institute of Chartered Accountants in England and 
Wales in Oxford on July. 13th. 


more valuable in stimulating ideas and discussions 
than to trace in details the systems used in any one 
type of business. Where specific examples are quoted, 
these are in general drawn from the writer's own 
experience in the light engineering industry. 


II The Nature and Extent of Stockholding 


4. At the outset let us briefly consider what may be 
termed stocks and why we hold them. The extent and 
variety will obviously depend on the nature of the 
business — process industries — mass production 
factories — merchanting organizations — extractive 
industries — in some cases the finished product of one 
providing the raw material of another. 


5. Probably one of the most complicated, an 
engineering factory, receives into stores a regular 
flow of many types of materials and bought-out parts; 
these are issued to the factory as work in progress for 
machining and assembly, and ultimately arrive in the 
finished products warehouse or on the dispatch deck. 
The manufacturing process also calls for a wide range 
of general stores — machine spares, lubricating and 
cutting oils, tools, protective clothing, fuel, and so on. 
Then we have returnable containers, boxing and 
packing materials, printing and stationery stocks, 
canteen supplies, transport fuel and spares. These are 
some of the normal items one would expect to find in 
stock. There are, however, many other less obvious 
items, frequently of considerable value, which require 
an equally high degree of control. Into this category 
fall the various types of manufacturing scrap, i.e. 
swarf, offcuts, webbing, etc., also rejected components 
and assemblies and reclaimed parts. T'here are goods 
returned from customers and the company's own 
purchases of materials and components rejected and 
awaiting return to suppliers. A final section comprises 
stocks not on the premises — 'free issue' materials for 
sub-contract work — and goods in transit and on 
consignment. 


6. These are only the broadest classification and the 
list is far from exhaustive of what may be termed stock. 
Most of the headings will include considerable 
numbers of separate items, each of which must be 
available in the correct quantities, at the right place 
and time to enable the manufacturing and sales pro- 
grammes to be met. It may be of interest that one of 
our major electrical equipment factories carries no less 
than 5,000 different raw materials and bought-out 
components; while the service side may be called on 
to provide 150,000 different units or parts, 


7. lhe exent to which stocks need be held will be 
influenced by three main factors: 
(i) The time taken to obtain delivery of supplies, 
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the reliability of suppliers and any seasonal 
factors involved. m 
(ii) Operational needs, where the emphasis will be 
on the immediate availability of all materials, 
components and stores necessary to ensure 
continuity of production and the satisfaction 
of customers demands, under any circum- 
stances. 
(iii) Financial consideration which include both the 
provision of working capital and the actual cost 
of stockholding (see section IIT). 


8. Operational and financial factors will always tend 
to conflict and a compromise must be effected based 
on experience and sound judgement. From an econo- 
mic point of view the smaller the stock the lower the 
expense to be incurred and possible risk of loss. This 
must be balanced against the dangers of failure to 
receive sufficient supplies with the consequent dis- 
ruption of production and sales. 

9. The ideal would be to hold virtually no stock at 
all, supplies being delivered direct to user departments 
and the end product dispatched straight to the 
customer. Ín some process industries this is almost 
achieved and to some extent it is true of the motor 
industry, where suppliers tend to carry the stocks and 
make regular deliveries to the assembly lines to meet 
manufacturing schedules. However, in the majority 
of businesses such ideals are not practicable and 
management must therefore ensure that an efficient 
and economic system of stock control is established. 


III The Cost of Stockholding 


10. We have seen that financial considerations are 
one of the prime factors in assessing desirable stock 
levels. The aim should always be to obtain maximum 
productivity from the capital invested in stock and in 
storage facilities. It cannot be over-emphasized that 
stockholding is expensive, but unfortunately few 
accounting systems are designed regularly to reveal 
data on the total cost involved. 

II. Statistics on the subject are few, but an 
American survey some years ago, followed by an 
inquiry into four organizations in the United 
Kingdom, indicated that costs might range from 
ro per cent to as high as 25 per cent per annum of the 
total value of stocks held. These are striking and 
. salutary figures and provide overwhelming support 
for the need to keep the commitment to minimum 
practical levels. 

12. It is not proposed to set out the detailed figures 
making up the percentages quoted, as the surveys 
covered too narrow a field. Also individual items will 
vary widely according to the nature of the business 
and the particular type of stock involved. The main 
components, however, will be: 

(i) The cost of investment, either in the form of 
working capital tied up which could be more 
profitably utilized elsewhere, or in interest 
charges on loans or overdrafts. 
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(ii) Storage and handling costs, including transport 
mechanical handling equipment, bins and 
racks, rates, depreciation, wages and other 
stores or warehouse expenses.. 

(tii) Insurance. 

(iv) Administration, stores accounting and stuva- 

audit. : 

(v) Obsolescence and deterioration of commodities 
in stock. These are in many cases the heaviest 
charges of all and will normally increase 
disproportionately where, through poor control 
or vulnerability to changes in demand, items 
are permitted to accumulate in excess of 
realistic current requirements. 

13. A very high proportion of these costs will vary 
directly with changes in stock levels, and (i), (iii) and 
(v) particularly so where high value commodities are 
involved. Any reductions in the overall holding should 
show rapid and worth-while savings, and it may well., 
be found that the cost of a more elaborate control 
system or money spent on investigations into excess 
holdings will soon be recovered. It must also be con- 
sidered whether the expense of continued holding of 
excessive or redundant stocks is not greater than the 


. apparent loss if these goods are sold at below cost or 


at scrap prices. 


14. The headings listed in paragraph 12 are those 
directly related to the cost of holding stocks. It will be 
appreciated, however, that nearly every function or 
department in a business is to some extent actively 
concerned in the procurement, usage or disposal of 
supplies or finished goods. Buying, manufacturing 
planning, production control and sales are examples... 
All have a common interest in the ready availability 
of the relevant commodity. Should not some part of 
their expenses be taken into account in calculitüiig-r- 
the total cost of stockholding? : 


IV The Objects of Stock Control 


15. Having noted the nature of stocks and the high 
cost of holding them, let us now turn to the main 
reasons why efficient stock control is so vitally 
necessary. 


They are: 
(i) To keep the cost of stockholding to a minimum. 
(ii) To maintain a smooth flow of production and 
sales. This can only be achieved by planning 
for balanced stocks, that is the prevention of 
excesses of certain items and shortages of 
others. Over-buying must be avoided, but 
supplies of the right quantity and type (size, 
specification, shape, etc.) must always be 
available when required. 
(ii) lo minimize, as far as possible, the number 
and variety of items held in stock and to 
prevent duplication of components and 
specifications, This requires critical review of 
designs and the maximum degree of standardi- 
zation at all stages of manufacture and 
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assembly, plus a suitable means of classifying, 
coding and identifying the various items. 
(iv) To ensure an efficient system for the reception, 
measurement, inspection and issue of all 
` supplies, so preventing losses because of 
shortages, or production delays where mater- 
jals are faulty or of incorrect specification. 
The system should also cover returns of all 
kinds, both inwards and outwards. 


(v) To reduce waste arising from whatever cause 
— deterioration, damage, breakage, evaporation, 
spillage, excessive scrap or rejects. Also to 
prevent losses due to obsolescence, theft, 
incorrect recording, etc. 


(vi) To achieve maximum economy and efficiency 
in the use and operation of stores and storage 
facilities. W 

(vii) T'o provide complete, accurate and up-to-date 
information for all accounting and manage- 
ment purposes, both quantitatively and in 
value. This should include, (2) a full stores 
accounting system to substantiate the veri- 





b. 


fication of suppliers’ accounts and the ascer- ` 


tainment of charges made to production 
departments and/or products or processes, (5) 
the maintenance of a perpetual inventory and 
its regular valuation, (c) the evaluation of 
target/budget levels of stocks and an analysis 
of divergencies from them, and (d) the 
organization of continuous stock audit or 
regular investigation, to correct recording 
errors and to draw attention to discrepancies, 
obsolescence, deterioration, etc. 


V Stages in Control 


A) General 

_ 16. A sound system of control can be achieved only 
by the closest co-operation and liaison between the 
various functions and departments . concerned: 
accounting, buying, stores administration, and others. 
To remain fully efficient procedures must be kept 
up to date by constant review. There should be the 
maximum integration of financial, costing and stores 
records. Finally all relevant information must be 
provided promptly and accurately, circulated fully, 
and immediate and effective action taken by manage- 
ment when danger signals are observed, e.g. works 
shortage reports. 


17. In the following paragraphs overall control 
has been broken down into manageable sections, 
although these are not necessarily set out in order of 
importance. It will be appreciated that there is not 
in fact any clear-cut division, they are interdependent. 

These sections deal with various elements involved 
in: 

Planned procurement of supplies and stock levels; 

Standardization and identification of items; 

Physical handling, storage, etc. ; 

Essential documents and records; 

Financial aspects. 
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18. Before continuing may I digress for a moment. 
, A study of recent attendance lists at these summer 
courses shows that about 70 per cent of the members 
are engaged in the practising side of the profession. 
During preparation of this paper the content was 
therefore discussed with many of your colleagues. It 
was surprising that in a number of cases, the view 
was expressed that the accountant in practice was 
primarily concerned with verifying the existence 
of stock, and its valuation. Planning, stores procedures 
and management data were largely an internal matter, 
and of little interest to them. Surely this outlook is 
outdated and far too limited? An awareness of the 
problems and systems involved in a business and 
knowledge of why, how and when stocks were ac- 
quired is vitally necessary in carrying out their duties 
as auditors. Undoubtedly the importance of stock, 
both as an asset and as an essential factor in the 
accurate assessment of trading results, has become 
increasingly recognized in recent years. Present-day 
practice and approach to this subject was set out 
most clearly and comprehensively in Statements on 
Auditing ~ 2: Stock-in-trade and work in progress!, 
issued by the Institute in March 1962. It should 
receive the closest attention. | 


(B) Planned stock control 


I9. Sound forecasting and planning provides the 
firm basis on which all other forms of stock control 
can be built. Without it we may find chaos and day-to- 
day panics ~ shortages of essential materials — 
excessive buying leading to redundancies and financial 
uncertainty. Recording, storage and handling may 
all be excellent, but by their nature they can never 
offset the initial handicap of any shortcomings in 
planning. 

20. Primarily in planning stock requirements the 
aim would be at all times to keep quantities as low 
as possible consistent with operational needs, but 
this is not necessarily the most economic thing to do, 
nor will it always fit in with particular policies 
adopted by the company. It is more usual to fix 
certain limits within which stocks may fluctuate. It 
is, of course, necessary to apply them not only in 
total and by main categories but to every item held 
and to keep them under regular review. Generally 
these limits would be: ` 

(i) Minimum level - the quantity below which 
stocks must never be allowed to fall; when 
reached it calls for emergency action to be 
instituted. 


(ii) Maximum level — the amount above which it 
becomes uneconomic to hold the item and the 
risk of redundancy increases. 

(iii) Ordering level — a figure part way between 
minimum/maximum, which, based on experi- 
ence and current conditions, indicates that new 
orders should be placed. 





! Reproduced in The Accountant of March 24th, 1962. 
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(iv) Policy levels — where because of special factors 
exceptional quantities are to be held. 


21. Some of the major points to be considered in 
assessing realistic levels for the main types of stock 
are set out in the next paragraph. A number of them 
have already been mentioned in other connections 
but are repeated to emphasize their importance in this 
particular context. Although basically we are con- 
sidering quantitative limits, financial implications 
must also be borne in mind. It is sufficient to say here 
that the main ones will be: 


(i) The maximum amount the business can 

afford to have tied up in stock at any one time. 

(11) Availability of the finance necessary to pay for 
' incoming supplies. 

. (iii) If, from necessity or policy stock limits are 
raised, will extra expense be incurred such as 
the cost of acquiring and maintaining addi- 
tional storage facilities? 


22. The limits placed on stock levels should take 
account of: 


(i) The requirements of the planned programme 
and rate of usage. : 

(ii) The extent to which deliveries of supplies can 
be matched with consumption throughout 
the production cycle. ' 

(iii) The application in many trades of ‘standard’ 
ordering quantities with particular reference 
to special materials/parts or items of very high 
value. 

(iv) The savings arising from bulk purchases or 
special discounts compared with the extra 
cost of holding the stocks. 

(v) The time required for various stages of pro- 
duction and/or assembly. Whether compon- 
ents are ‘bought out’ or ‘made in’ and the 
need to allow for ‘lead times’ to ensure con- 
tinuity of manufacture. 

(vi) Machine availability and loading and the 
ability to vary output to meet fluctuating 
conditions, e.g. by shift or overtime working. 

(vii) The advantages of producing economic 
quantities or batches, although temporarily 
resulting in an excess of that particular line. 

(viii) The need to maintain reserve stocks to guard 
against the risk of breakdowns, strikes, etc. 

(ix) The desirability of maintaining a stable labour 
force by building for stock during slack 
periods. ; 

(x) The expected level of sales demand and 
whether it is seasonal, regular or subject to 
unexpected fluctuations. 

(xi)Management policy in relation to buffer 
stocks, and towards final or ‘all time’ assembly 
of a component which will no longer be in 
current demand, e.g. motor-car spares for 
models now going out of production. 

(xii) The extent to which stocks are liable to 
deterioration or obsolescence. 
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23. As a general comment it is frequently found that 
there is a tendency to fix some minimum limits too 
high. This is particularly so with finished product 
which are relatively slow moving but of which, in 
many cases, fresh supplies can be obtained com- 
paratively quickly. An investigation of a range of 
products can be most illuminating. It may well show 
that as much as three-quarters of the total sales, both 
in volume and value, are concentrated in 25 per cent 
or less of the items held. In such cases stockholding 
and replenishment planning can be devoted mainly 
to the fast-moving lines, while for others, where 
demand may arise only once a month or at even 
longer intervals, it is probably sufficient to hold one 
or even ‘nil’ in stock. In a large organization this will 
probably be done but inmanysmaller concerns it would 
undoubtedly lead to savings if a careful review was 
made comparing the frequency of turnover with the 
actual level of stack held. 


24. In previous paragraphs mention has been made 
of the planned programme in relation to stock levels, 
and the main factars which must be taken into account. 
Let us now consider briefly what is involved in pre- 
paring and implementing the programme in an engi- 
neering concern. 


25. The starting-point of all planning will normally 
be the year’s sales forecast which is based on experi- 
ence and past trends, market surveys, and customers’ 
firm or tentative orders. The forecast will have been 
integrated in the annual budget and the various 
expenses allocated to produce the desired level of 
profits. The next step will be to break down the fore- 


' cast into the requirements for shorter, probably four- 


weekly periods. In my own industry it is usual to 
receive from the motor-car manufacturers firm 
delivery schedules for a period two months ahead and 
tentative ones for the following two months. These, | 
plus knowledge of any output required for service 
or for stock, enable us to prepare in, say, January, 
our manufacturing plan for March, which is then 
further subdivided into weekly schedules. 


26. For each period complete details are necessary 
of every product, component and sub-assembly, 
analysed into the various materials, parts, the opera- 
tions involved and the time taken for each. For new 
products, drawings, material and unit specifications, 
machine layouts and standard cost records must be 
prepared. To go into too much detail would be to 
encroach on other subjects. It is probably sufficient to 
say that in our case the programme, coupled with the 
various unit specifications, and other relevant infor- 
mation, is analysed by electronic data-processing 
equipment into a complete schedule of all raw 


materials and components required for each period, ~= 


and at the same time provides the detailed manu- 
facturing programme. In each case an allowance will 
have been included to cover normal scrap, offcuts 
and unavoidable waste. 


27. The buying department receives the tabulation 
of materials and bought-out components and will 
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‘k~“ng up to date their records showing the factory 
ree for one month firm and two months 
lentative. They will also take account of any factory 
arrears from previous calls, the current stock position, 
` both free and committed, and outstanding orders on 


suppliers. Based on this information, orders, forward . 


commitments and delivery schedules can be cal- 
culated. 


28. The manufacturing planning department will 
issue works orders for components and sub-assem- 
blies required for the plan. They must ensure that 
every operation is so arranged that parts are ready 
at the correct time to be incorporated in the next 
operation or assembly. Allowance will also be made 
for free stock and any over- or under-production from 
previous periods. 


29. Overall it is essential for planning to be flexible 


and adaptable. Forecast demands may fluctuate, 
N sometimes violently, and require continuous review. 


Any changes in the volume of the plan, or alterations 
or modifications to particular products, must be 
notified immediately to all departments concerned 
and corrective action taken. 


30. The importance in stock control of planning, 
rapid action, and adaptability can perhaps be illus- 
trated by postulating a type of ‘Parkinson’s Law’ — 
‘stocks vary in inverse ratio to current demand’, 
Falling sales will first be reflected in (temporarily) 
higher warehouse stocks. Management may be loth 
to reduce production to the full and to dispense with 
skilled personnel, again adding to, finished products 
and also to work in progress. Finally, buying and 
sub-contract work may continue for a time at too 
high a level and materials and components will build 
up. The converse also applies but its impact may be 
less severe where buffer stocks or additional produc- 
tive capacity are available. 


(To be continued.) 





Weekly Notes 


B.B.C. HELD TO BE TRADING 


R JUSTICE WILBERFORCE has upheld 
decisions of the Special Commissioners to the 
effect that the British Broadcasting Corporation carries 
Un a-trade, that it does\not do so as an emanation or 
. agent of the Crown but'as an independent body, that 
the money it receives annually from the Postmaster- 
General in respect of licence fees is a trading receipt, 
and that the sums paid by it to the British Common- 
wealth International Newsfilm Agency Ltd for 
its television broadcasts are deductible expenses in 
arriving at the taxable profit of the trade. 

The B.B.C. had been assessed to tax under Case I 
of Schedule D for 1958-59, when it had a surplus of 
over {1 million; after bringing in some £30 million 
received from the Postmaster-General. Besides broad- 
casting it carried on a number of ancillary activities 
which were clearly commercial, such as the publica- 
tion of books and pamphlets. It argued nevertheless 
that it was created for the purpose of carrying out a 
public purpose and was financed out of public funds. 
His lordship held that the Crown had deliberately 

"treated an independent instrument in the B.B.C., 
which therefore did not qualify for Crown exemption. 
Although common sense would reject an argument 
under which the Crown took tax from the B.B.C. 
and then had to give it more money to make up for 
it, the fact remained that Parliament could have 
exempted the B.B.C. but had not done so. There- 


fore the trading surplus was assessable like any 
other trading surplus. As regards the payments to 
B.C. I.N.A., since the B.B.C. required the films pro- 
vided by that body, and since it would not get them 
unless it made the payments, it followed that the 
payments were deductible (The Times, August rst). 

On the last point, it is interesting to observe that 
the Crown had already successfully argued that pay- 
ments of this nature constituted trading receipts in the 
hands of B.C.LN.A. (British Commonwealth Inter- 
national Newsfilm Agency Ltd v. Mahany (41 A.T.C. 


29).) 


GROWTH POINTS FOR INVESTMENT 


N advance summary of Lord Hailsham's report 
which is to be the subject of a White Paper for 
Scotland and the North-east of England was given 
by the Prime Minister in the House of Commons on 
Friday of last week. 

‘These two areas are to have growth points identified 
where the maximum financial inducements and public 
investment are to be brought to bear. In other words 
there is to be an attack in depth in these two areas 
instead of one over a wide front. 'l'he object will be to 
stimulate growth by an all-out effort at these points 
so that they generate enough economic activity 
themselves to become self-perpetuating. They will 
thus become points for generating economic activity 
over the area as a whole. 

Mr Macmillan said that these two areas have been 
chosen to try out the idea. It seems possible that the 
Local Employment Act, which defines the present 
development areas, may have to be amended. It 
does not appear clear at the moment how far, if at all, 
other parts of a development area (as at present 
designated) will be adversely affected by the concen- 
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tration of activity on a few growth points. Clarification 
of this will have to wait for the White Paper in 
October. 


BROOKINGS ON THE DOLLAR 


REPORT issued recently by the Brookings 

Institute in the United States is likely to have 
wide repercussions in its own country. Asked by the 
administration to make an inquiry into the balance 
of pdyments of the United States the Institute has 
produced a fairly revolutionary document. 

Its principal recommendation is that an expansion 
of world reserves is needed. In others words, the 
Institute comes down heavily on the side of the liqui- 
dity school of thought. At the present time the only 
sources of increased liquidity in international trade 
are newly mined gold and the outflow of dollars from 
the United States. The recent steps which the United 
States itself has had to take to arrange special stand-by 
facilities with the pound in London and the Inter- 
national Monetary Fund in Washington show that 
these two sources are not sufficient. The United States 
is faced with exporting its balance of payments pro- 
blems in an effort to solve them for itself, and a bout 
of restrictionist practices to defend countries’ 
reserves, probably involving deflationary practices, 
could well ensue. 

The Institute does not accept the view of the 
United States Treasury that new international 
arrangements must wait for the United States to solve 
its balance of payments problem. In consequence it 
comes down in favour of the views of the Council of 
Economic Advisors in Washington against the bankers 
and says that a new international unit of exchange is 
required which preferably could be administered 
through the I.M.F. An alternative, and in its view, 
inferior solution, would be to create two currency 
blocs. These would be a dollar-sterling group and a 
Common Market group. This proposal is likely to 
meet with strong political criticism since it would 
tend to harden the division of the Western world 
which United States policy has been trying to avoid 
since before the European Common Market talks 
broke down last January. 

A breath of fresh air has now flowed into the 
problem of financing international trade and it is 
blowing in the right direction — towards the United 
States ''reasury and banking system. 


POST-WAR CAPITAL MOVEMENT 


N article by Mr A. R. Conan in the latest issue of 
the Westminster Bank Review surveys the effect 


of capital movement on the balance of payment ` 


situation of the United States, the United Kingdom, 
Canada and the sterling area. He points out that during 
the 1950s capital movements in monetary termis were 
at least ten times as great as in the twenty years 
preceding the last war. He goes on to say that the 
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initial effect of capital movements is to stimulate 
exports from the country which provides the capita" 
but capital invested in primary-producing countrie% 
normally increases exports from these countries as 
well. Since the war, capital exports have to a consider- 
able extent been tied to exports of goods on a formal 
basis. T'his applies particularly to the United States 
where between ro and r5 per cent of its exports in 
1962 were financed in one form or another by the 
Government. A recent study of the United States 
suggests that the effect of post-war capital movements 
has been to expand visible trade but the author 
thinks that it is doubtful whether the same is true 
for the United Kingdom. 

Speaking of the large volume of capital which has 
come into the United Kingdom, notably from the 
United States, since the war, the author says that 
although the United Kingdom is not now a debtor 
country, its creditor status has been seriously affected 
by the influx of long-term capital. The burden im- 
posed by capital imports during the 1950s was very 
much greater than that created by wartime sales of 
overseas investments or the servicing of war indebted- 
ness, unless these imports make a net contribution 
to visible exports, which he thinks is doubtful. 

Although sterling balances, which make up most 
of the United Kingdom's external indebtedness, have 
changed little in total since the war, there have been 
underlying fundamental changes. The cumulative 
surplus of the United Kingdom with the rest of the 
sterling area has since the war amounted to over 
#,4,000 million, while at the end of the war the bal- 
ances of the rest of the sterling area came to only 
£2,400 million. The balance was replenished by a 
large inflow of capital into sterling area countries 
from non-sterling sources. If this is true then the 
operation of the sterling area depends nof on t 


sterling area earning a surplus or being in balance . 


with the rest of the world on visible trade account 
and invisible earnings, but on an inflow of capital. 


EXPORT TRADE IN THE SECOND QUARTER 


CC trade figures for the United King- 
dom covering the second quarter of this year 
indicate that exports have risen strongly from the 
stagnant level at which they had settled in the second 
half of 1962. By the second quarter of 1963 they had 
advanced 5 per cent above the level reached in the 
second half of last year and were 3 per cent higher 
than in the first quarter of this year. 

Over the half-year as a whole exports were 4 per 
cent higher than in the second half of last year and 
6 per cent higher than in the first half of 1962. The 
principal increases were in exports to the European 
Economic Community, to the sterling area and to the 
Communist bloc. Exports to North America declined 
in the first quarter of this year but were recovering 
through the second quarter. E 

In the case of imports, there was a substantial 
rise in commodities bought from the sterling area in 
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" Much more than lip service! 


The service that goes with a Honeywell computer ensures a flying start to your HDP system, 
gets you operational quickly, economically. Prepared library routines, pre-packaged programs 
and ingenious hardware features-all are ready long before the ink is dry on your contract. 
Then from the moment of signing, Honeywell systems analysts assist in the development of 
your programs and procedures, Honeywell engineers plan the best layout for your installation, 
Honeywell instructors provide free tuition for your staff. And even after you're operational, 
resident Honeywell specialists give on-the-spot management and advice. This is the service 
that’s here today and here tomorrow. This is the service that has long distinguished Honeywell 
as the world’s most dependable supplier of automation control equipment, that now goes hand 
in hand with the whole family of compatible Honeywell Computers. 

This is also the service that you can verify for yourself- by asking any of our customers. 
Electronic Data Processing Division, Honeywell Controls Limited, Moor House, London Wall, 

EC2. Metropolitan 9581 














Sales and Service offices in all principal cities of the world. 


Ho neywell Miti 


Manufacturing in United Kingdom, U.S.A., Canada, 


ELECTRONIC DATA PROCESSING weree Germany, France, Japan. 
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GOOD INCOME: MODERATE CAPITAL GROWTH 


A dilemma that faces many Trustees is to keep a balance between the | 
needs of present beneficiaries and the claims of remaindermen. The: 
former often need a good, assured level of income. The latter may be | 
best served by growth in the capital value of the trust fund. Income Units | 
could provide a way out for the Trustee. It offers a high immediate in- 
come (consistent with prudent investing) and prospects of moderate 
capital growth. To meet these aims about two-thirds of the Trust funds 
are at present invested in higher yielding ordinary shares and one-third 
in preference shares—all of companies registered 1n the — 


ABOUT INCOME UNITS 


The Trust is authorised by the Board of Trade and is therefore a wider- | 
range investment under the Trustee Investments Act 1961. The! spread 
of its investments can fulfil the need for diversification required by’ the 
Act. Continuing supervision of the investments is provided by the in- 
vestment managers. The Trustee is Barclays Bank Limited. Formed in 
October 1960 the Trust was designed with the needs of Trustees very much 
in mind. All income for distribution is carefully assessed as such by the 
auditors to the Trust, while bonus issues and other receipts of a capital 
nature are added to the Trust fund. Units can be realised at any time 
through the Managers free of commission, at the prevailing bid price. 
The present net U.K. rate of tax applicable to Income Units is higher. 
than that for many investment or other unit trusts. At present it is 
approximately 7/- in the £. It is the aim of the Managers to maintain 
this rate. Income is distributed on 31st March and 30th September after 
déduction of tax at the standard rate. 

GROSS COMMENCING YIELD £5.0.104.% p.a. (Based on a price per unit of 6/1d. at 81st July, 1963. ) 
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e market value of the Trust fund is over £13 million and at 13th June, 1963, the investments were:— 
RITISH GOVERNMENT STOCK—. 82% % of Trust Drapery and Stores--contd. % of Trust 





912 p Se x o 82 Howso o of Fraser ao i- Ord.. 4 eo 08 
DET STOCK 6% 1 Northgate 4 Englis u Stores itd. oorl NO 0X8 
Si 29 Susan Small Holdings Ltd. 4/- Ord. X Ss 2e 4858 
Entertainment-—~1.94% 
CE—1. Associated British Picture coe Ltd. SE Ord, eo 493 
‘ater, Ryder & Go. Ltd, £1 Ord 89 e ^ oe SE 
iy ^ SR n. iu " E uai .a se oo à 
llett Bros. Discount Co. Ltd. £1 Ord. .. uo UOW C T.OW.Lt4(Non-Voting)n/6Ord. «10:10 28 
Food and Drink-—5.07 94 
George Bassett & Co. Ltd. dE uta. to Ord. .. UM 
omes, Sims & Jefferles Ltd. £1 "x wn 47 British Sugar Corpn, Ltd 10 Ord. t I e "o. S8 
raft and Commercial Vehicles Zä ton United Breweries Ltd. 5/-Ord. — ..  .29 
ristol Aeroplane Co. Ltd. 10/- O is eo L175 one uinness Son & Co. Ltd. 10/- a, Sei x ki 
owty Group Ltd, 10/- Ord. 2. vie o0 26 Horlicks Ltd. St. Ord, ae eo 69 
awker Siddeley Group Ltd. £1 Ord. . T ,S 18 Ranks, Hovis McDougall Ltd. 10/- Ord. 44 
. M. Hobson Ltd. 5/- Ord. .. 7 UN si . eo 2 Bhowerings. oes Products & Whiteways Ltd.5}- Ord. D 
— e A zer D id ee ^^ * 
onstruction and 1 Engi noring ae ea "D Westburn Sugar Refineries Did. 10/-.Ord. [2 28 
eU Xe» eer, ub Motor & Components—-4.82% 
e € 458 Associated Engineering Ltd, 5/- Ord. e oS 
DÉI os DÉI 13 Clifford Motor SE Ltd. 2/- Ord. SN e. 52 
eg ec ag. d Dunlop Rubber Co.Ltd.10-Ord. .. ww EI 
0e A Henlys Ltd. 4/- Ord. us € 50 
ee 2 Leyland & Birmingham Rubber Co. Ltd. kk ord. .. 45 
DÉI Pr Leyland Morom Ltd. 81 Ord. d ; . zd ad 
oe as e Manc hes Ts hir fg 1/- Ord. ` „a DI .25 
= E e EEN 10)- VM Ltd Lg, 7 T GN SC 
fore s Limited b. Ord i zt ee OM eet ccu ot, ee — HI The Save and Prosper Group has 
hc Sa d. uL cre add OWSDADETS-- icm : 
ttindustries Ltd. fl Ord. | 33 Beaverbrook Newspapers Ltd. VA" SL Ord. |... 24 more than 300,000 unitholdings and 
‘ap & Die Corporation Ltd. 5/-Ord. — .. 8 . 0 ternational Publishing Corpn. Lid. 54 Ord... ae d 
ecalemit Ltd, 5/- Or iro oco os oU Ó Office Machine 28% os to ora e over £130,000,000 in trust funds 
D? n D e - f ae ae ae ne M T. paw. oO. --UPG. .. ae ** KH z s Së kee 
lectrical 2,0897 Paper and Packaging-—3.0577 invested. Trusts: Bank-Insurance 
Xssociated Electrical Industries Ltd. £1 Ord... .. 1.03 F. Francis & Sons (Holdings). Ltd. d ore. S ~ £04 Units Bank-Units Consolbits 
WI o P ETE RR E Low & Bonar Lid. ror, Ord. - Ba uns Insurance Units. Dave Trust- 
ots] Industries Ltd. £1 Ord. ous A BS. A Robinson (Holdings) Lt 1 Ord. ` il 140 nsurance- Units, Investment- Trust- 
JE RF. StoneLighttng & Radio Ltd. 5/ Ord... .. 48 Wiggins foe Ero an " " D  JUnits,Capital-Units, Income-Units; 
x D - as ee me * H Printing ustry--- pA i š 
d and Property—.99% Associated Book Publishers Ltd. 8 Ord. °.. A Scotbits and Scotshares (Managed 
radford Property Trust Ltd. 5/- Ord. «ee D Ault & Wlborg Ltd. 5/- Ord. e. e E 
srosvenor House (Park Lane)Ltd.5/-Ord, ..  .. (62 ^ ‘Burrell & Co. Ltd. 1/- Ord. ex res uw — ed in Scotland. 
achey Property Corporation Ltd. 5/- Ord. Sé eo £04 , A.B. Fleming (Holdings) Ltd. Bi- Ord. .. e vn BL 
See Hotel pu New "A" 10/- Ord. Se sé 4d Teztiles—3 
PE MA Ltd, £1 Ord 29 Bulmer & Lamb Ee eins Lek f£10rd.  .. KE 
s+ + ee * . a a ns a WwW a D ^"^ 
jnited Molasses Co. Ltd. 10/- Ord. bs. EN eo 35 Courtauids Ltd. f1 Ord. SN 4 e 
teel — 8877 English Card Clothing Co. Lra. SA Org. DOOR 
ties Druce & Co. Ltd. 5i- Ord. AS PON Pat FIM .09 Porritts & S encer Ltd. 5j- Or d er ae 3H 
teel Co. of Wales Ltd. £2 Ord.  .. n a ue AB Sir Thomas & Arthur Wardle Ltd. 5/- Ord. S00 43 
tewarts & Lloyds Ltd, £1 Ord 2 2 2 — 43 West Riding Worsted & Woollen Miis Ltd.£iOrd... 28 
United Steel Compantes lu Ei ord. .. vs nO 28 Topacio i 94 20 dich ac pii iB i 
E and GH, Imperial Tobacco Co. (of G.B, & I.) Ltd. £1 Ord. e 92 
luebird Investments Ltd. 4/- Ord. sic. VAR EE. vale COMMODITIES AND SERVICES 1114 HA 
Brady & Co. Ltd, “A - PT $ xe, COAT Coal and Oil —7,7377 
Board (He ane Ord. .. i) Amalgamated Anthracite Holdings Du 3h Ord.) .,. LOL 
oldings)1 Ltd. di Ord, S. B British Petroleum Co. Ltd. £1 Ord. is e 2.10 
pe td 5). DIT. et Ora. WE E Ce Ge Zb on, v Lë 
a arr n . = we " 
Iohn Crossley Veto Trades Holdings Ltd. 10/- Ord. 61 Wm. cork Son az $1 Ord S ps MB 
Joulton Co, Ltd, 10/- Ord. .. Dé "i kul Powell Dufiryn Ltd. 107- on fei e £44 
SE TEE NE 7 ER raar ës 
- ES w^ NM * ar o CH ae oe oe we E 
Villam Mallinson & Bons Ltd, il Ord...  ..  .. . 39 Willams Hudson Ltd. 5/- Ord. s. .. .. .. Vë 
Themicals--1.18% Metais—3.41%, 
mperíal Chemical Industries Ltd, £1 Ord. .. e 148 Wiliam Baird & Co. Ltd. £1 Grd. .. rc oe oe 40 
Hothing and Footwear—2.69%, McKechnie Brothers pta. D flOrd. .. ... ... 1406 
Achille Serre Ltd. S4 Ord. a.o se  ... 8 Selection Trust, Ltd. 10/- Ord. eo 482 
Xristoc Ltd. 4/- Ord. Jl cud Wolverhampton Metal, Holdings Ltd. BE Ord...  .. BB 
3ritish Van Heusen Corporation Liíd.5/ Ord, :., 37 SHARES—33 
sla & Goldstein Ltd, L- Ord Citi. WOW exis "udi (and rr gr lees Stock paying a Set marimum Uem 
Ee ur ton = ee on a 
John White Footwear ( (Hol 15) Lita. 5/- Ord, an- ow ag E P: 


RE UR e, lack UL Unc 88 TOTAL MARKET VALUE OF TRUST FUND £13,144,487 
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Rating Specialists 
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carwise 


Shrewd people responsible for the runniag of 

business cars are turning more and more to 

Contract Hire through VEHICLE CONTRACT S 

LIMITED for all these reasons and more: 

* Present car or fleet bought for cash 

* All cars taxe 

* No mileage limit 

* Free replacement if your car is off the road for 

forty-eight hours or more 

* Direct Maintenance Service contract available 

Whether you need one car or a fleet, Vehicle Con- 

tracts Limited can save you a lot of trouble, worry 
. and money. 

For the fullest details: 


VEHICLE CONTRACTS LIMITED ` 


. 194/198 King's Road, ondon SW23. 
, Telephone: FLAxman 4 
SPECIALISTS IN qued at THROUGHOUT BRITAIN 
A Member of the Lex Group of Companies 
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Statistics 


Twelfth Edition 


by A R. ILERSIC, M.SC.(ECON.), B.COM., F.L,S. 


'T his book covers the syllabuses of the various 
professional, bodies which set a paper in 
elementarv statistical methods in their quali 
fying examinations. 


There is also. much in this work for the 
business executive, especially the sections 
devoted to statistics in business and industry; 


' tabulation and charting; business forecasting, 
‘ and market research. 


“This is a reliable textbook that may safely be 
recommended to students taking the Institute’s 
examinations ... members as well as students 
will find that this book will repay careful 

3 
study. Cost Accountant 


Price 30s Post free 32s 6d 


HFL (Publishers) Ltd 


IO EARLHAM STREET, LONDON WC2 


CLASS TUITION— 


H FOULKS LYNCH Du ln 


have pleasure in announcing 
their programme of Class Tuition for the 
, Autumn of 1963: 


INTENSIVE CLASS for the November Final Exami- 
nation of the [nstitute of Chartered Accountants 


A full-time, non-residential class held from 
September 2nd to November 22nd, 1963 


INTRODUCTORY CLASS .. A full-time, non-residen- 
tial class in London held from September 23rd 
to October i Ith, 1963, for newly-articled clerks 


of the Institute. 


WEEKLY STUDY GROUPS for Intermediate and 
Final subjects of the Examinations of the Institute 


of Chartered Accountants held during 
September/October 1963 


WEEKLY STUDY GROUPS for each section of the 
Intermediate and Final Examinations of the Asso- 
ciation of Certified and Corporate Accountants 


held during November/December 1963 
Tel: MON. 0255 
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the second quarter of this year owing to the higher 
price of sugar. There were heavy imports of oil from 
the Middle East but lower imports from New Zealand 
. and India. Increases were recorded in imports from 
the E.E.C. and from the European Free Trade 
Association as well as from the Soviet Union and 
Eastern Europe. 


FIRE DAMAGE STILL SERIOUS 


HE British Insurance Association stated last week 
that fire losses during June were estimated at 
£3,818,000, compared with £6,766,000 in June 
last year. So for once there was better news about 
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fire damage following a series of exceptionally bad 
months during the earlier part of the year. 

The estimated cost of damage caused by fire 
between January and June was £34,106,000 compared 
with £30,822,000 during the first half of last year. 
In 1961 the estimated bill for the first six months came 
to £21,637,000. Theré were forty-seven large fires in 
Britain. during June, four of which each caused 
damage estimated at £100,000 or more. 

It has to be remembered, of course, that these 
estimates of losses do not tell the full story of the cost 
of fires. ‘They represent material damage only, and do 
not take into account the millions of pounds also lost 
through the disruption of business. 
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This is My Life... 
by Àn Industrious Accountant 


CHAPTER 184 


T is perhaps unnecessary to place on record one's 

pleasure at seeing money flowing into our com- 
pany's coffers. As an accountant one naturally prefers 
credit to debit (though admittedly contrariwise if 
you look at the transactions the other way round), 
and view askance the otherwise excellent maxim on 
the comparative blessedness of giving and receiving. 
Moreover, the sight of the twice-annual charge for 
interest on bank overdraft always gives me a slight 
feeling of nausea ~ just as marked in the case of our 
company bank account as in my own private records. 
I think it was Belloc who said (although unfortunately 
I can't place his precise wording) that there is nothing 
so gratifying to the soul of man as to receive large 
dollops of money at frequent intervals. This is a 
fundamental facet of life. | 

All of which boils down to the fact that while most 
of our sales are on a cash-down basis, still we have 
many credit accounts. These are the bane of an 
accountant’s life. They range from the large monthly 
debts of our factory’s wholesale and retail customers 
to the small personal accounts of those local worthies 
who prefer to charge up their purchases. There exists 
another ominous category . . . the staff are entitled to 
run charge accounts. | 

This practice stems from a time-honoured spirit of 
@ helpfulness to our less affluent employees. Over the 
years they have been granted the concession of 
getting ‘tick’; our payroll people being authorized 
to deduct five to ten shillings per week from their 
wage packets, paying off the debts over months. 
Many's the time I have helped old employees far 
beyond our usual limit of a month's pay as the credit 


maximum; rarely have they failed to co-operate fully. 

So recently I got a shock. I'd let my own charge 
account run on a little while I was on holiday, so I 
dropped into the ledger section to look at my card. 
Unthinkingly I glanced at the card beside it, belong- 
ing to a junior salesman, and really I thought I must 
be seeing things. Ninety-four pounds ten was the 
balance, and his pay is about thirteen pounds a week. 
Scrutiny revealed a sorry story; scores of staff accounts 
were either above their limits or had defaulted on 
their weekly payments, or both. 

Our own fault, of course. The accounts hadn't 
been checked for months. But normally they're so 
routine, so straightforward, so easy to keep on the 
rails; the internal auditor has weightier matters to 
watch; we rely on our ledger clerk... yes, our 
ledger clerk. Elderly, and experienced, and trusted; 
there he stood, blinking feebly, white to the lips. 
Just a case of getting slack when not supervised; of 
being too weak to say ‘no’ to overbearing colleagues 
pressing for more credit; of appeasing instead of 
insisting on the instalments being maintained. It’s 
easy to excuse him as being old and slowing up - 
burdened, perhaps, a bit beyond his strength, but hard 
to stomach his sullen excuse that you can’t get away 
with pushing our people around. “You can’t make 
them pay if they don’t want to; nobody bothers about 
keeping regulations nowadays; everyone else takes it 
easy, so why shouldn't I? A mixture of resentment 
and guilty conscience, bluster covering moral 
cowardice. ‘It’s my job to keep the books, not to go 
hounding poor devils who’re short of cash.’ That 
phrase gives me an uneasy feeling of grinding the 
faces of the poor, which really is far from being the 
case. 

But there’s a job to be done without fear or favour. 
I’ve replaced him with a keen young clerk who’s a 
glutton for work; he's done well on the Institute of . 
Book-keepers’ course; he'll clear up the mess. My 
real problem is how to build up the broken reed. A 
weakling is more difficult than either knave or fool to 
deal with. l 
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Finance and 
Commerce 


N.I.P.I. 


HE present spate of new share offers and their 

heavy oversubscription provides an appropriate 
context in which to introduce New Issue Permanent 
Investments Ltd with a reprint of its first accounts. 
'Ihe promoters of this company conceived the idea 
of forming an investment trust for the long-term 
holding of shares bought at the bottom — or as near 
bottom as possible — as new shares became available 
through new issues, offers for sale, placings and 
introductions. 

It was incorporated on January roth, 1962, and a 
month later raised from the public {100,000 in 5s 
shares at par. Three months later, the nominal issued 
capital was put up to £500,000 by a public issue of 
ss shares at 5s 44d each. On December 6th, 1962, the 
holders of those two million shares were offered by 
way of rights a further two million in the ratio of one- 
for-one at a price of 5s 6d a share. 

The position established with that million of 
capital in a matter of ten months is seen in the 
accounts now presented. A substantial part of it, of 
course, is still liquid having only been subscribed 
shortly before accounting date. In that time, however, 
the company has made for those who have seen 
wisdom in its methods a sizeable fortune, admittedly 
on paper. Nevertheless, it is a position which all 
investors hope for. 


Other Ideas 


At end-1962, quoted investments had cost £402,537, 
of which £285,516 was put into new issues. 
Market value of these investments was £328,450, 
showing an appreciation of £42,934. Five months 
later, at May 31st, 1963, market value was up to 
£345,097, showing an appreciation of £59,581. 

Into issues by way of rights, N.I.P.I. put £81,442. 
Market value at accounting date was £82,788, an 
appreciation of £1,346; at May 31st it was £84,282 
and the appreciation £2,840. Other investments 
accounted for £35,579, market values being £41,062 
(up £5,843) and £41,625 (up £6,046) at the respective 
dates. By May 3:st, the investment in quoted 
securities was {£687,731 with a market value of 


£781,431. 


Having thus gained public confidence, the pro- 


moters of N.LP.I. have branched out with other 
investment ideas such as Convertible Issues Per- 
manent Investment Trust to hold prior charge stocks 
carrying conversion rights into equity; and another 
trust to specialize in investments on the provincial 


stock exchanges where yields available are often 
higher than can be obtained on the London market. 

‘There is.no dividend yet; income from investments ` ` 
takes time to arrive. But there is the 25 per cent bonus. « 
The latest application of the ‘Invest in New Issues’ - 
principle is the New Issue Unit Trust with N.I.P.I. 
holding an 80 per cent interest in the management 
company. It stands in the books at £20,000 cost but 
the directors believe the true value is ‘considerably 
greater’. 

Chairman is Mr O. R. Jessel. Among the directors 
are Mr R. F. Prior, F.c.a., and Mr D. L. Shaw, A.C.A. 


Thought Provoking 


R A. A. HEATH, in his first statement with the 
accounts of Permali Ltd as chairman, referred 
to a matter which is a little thought-provoking for 
accountants. Mr Heath has in the past year succeeded ; ^ - 
in the chair Mr Lawrence W. Robson, F.C.A., F.C.W.A., À 
whose resignation was publicly announced in 
September 1962. | 

Mr Robson's resignation, Mr Heath pointed out, 
followed completion of arrangements for the merger 
of his professional practice with one of the country's 
leading firms of chartered accountants. No partner of 
the firm in question, he explained, is permitted under 
the partnership agreement to hold directorships in 
public companies, a precedent which Mr Robson had 
been obliged to accept. 

Shareholders, however, would be pleased to learn 
that Mr Robson's association with Permali would con- |! 
tinue in his capacity as financial adviser to the board. | 
Mr Heath thought it was not a particularly desirable — — 
step that he should accept an invitation to become 
chairman while remaining the company's principal 
executive officer. But an alternative solution appeared- 
very difficult and in any case his retirement date from | 
executive office was only four years ahead. 

Permali heads a group of companies making wood 
laminates and insulated materials. 


American Style 


N a number of occasions attention has been 

drawn in this column to the detailed and prompt 
interim account reporting by American companies. 
The latest example worth attention comes from Safe- 
way Stores Inc, of California, which on July 13th 
reported sales for the four-week period ended June 
15th at $203,968,090 ‘as compared to’ $192,983,132 
for the comparable four weeks in 1962. 

Three days later the company came along with full 
‘mid year’ figures detailed in net earnings per com- 
mon share, sales, income before taxes, the tax pro- 
vision and ‘provision for decline in conversion value ¥*~ 
of Canadian assets’. What is more the figures were 
split into separate twelve-week periods with com- 
parisons. 

In this country the company operates through 
Safeway Food Stores Ltd, in which the John Gardner 
(London) organization is closely. associated. 
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CITY NOTES 


HE reluctant boom’ - as it has been dubbed — 
in the industrial share market is becoming a 
little less reluctant. Immediately before and immedi- 
ately after the August Bank Holiday break the equity 
sections were showing to good advantage. 

Conditions were still on the thin side, as they 
invariably are at this time of the year, but leading 
shares moved higher. For some time, investment 
demand has been centred on secondary equities but 
now the recognized market leaders are firming up. 

For the time being, at least, favourable economic 

factors are overcoming the numbing influence of 
home political doubt and there looks to be a little 
more force to the current rally than there'has been to 
some of its recent counterparts. 
. Even though the markets are not out of the political 
wood, the wood itself does not seem to be scaring 
investors as it was doing a few weeks back. Whether 
confidence. will continue to be shown is another 
matter, but for the time being it is there and, on the 
basis that nothing attracts buyers more than rising 
prices, the market could sustain a fair advance. 

The long Parliamentary recess provides a welcome 
political breathing space and the equity sections could 
well make good use of it. 

% E * ZS 


TE IS week has seen the first classical foreign 
bonds operation on the London market since the 
war with the issue of £5 million Japanese Govern- 
ment 6 per cent sterling loan 1983-88 at a price of 
£96 per cent. 

Nhe earlier Iceland loan was a sterling area opera- 


tion and a previous Norwegian sterling loan was a 


“™ 


special issue for shipping purposes. 
The Japanese loan terms are an indication of the 


high credit standing of the Japanese Government. 
The post-war Japanese external debt arrangements 
provided for complete debt service including the 


covering of back interest payments which were not 


made during the war period. 
e a a * 


qeu need for increased water supplies to meet 
the needs of new housing and industrial develop- 
ments brings a steady flow of new capital raising by 
water companies. The latest operation is an offer for 
sale by tender of £1} million 5$ per cent redeemable 
preference stock 1984-86 by Portsmouth and Gosport 
Water Co, the minimum price being £97 per cent. 

Offers by tender are still mainly peculiar to water 
companies. ‘There was a time when specialists in ‘the 
water market' could judge the correct tender price to 
a nicety and secure a lion's share of stock offered. 

Growing investment sophistication, however, has 
brought an increase in what the specialists call ‘outside 
tenders’. On one occasion recently the slide rule 
calculations of a certain specialist firm ruled it out of 
allotment of stock altogether. 

The amateurs sometimes play the game more 
forcefully than the professionals. 


* KL * Ka 


T is probably only a matter of time before most of 

the daily milk is delivered in cartons rather than 
bottles. A new step in the carton direction is the for- 
mation of British Zupack by Bowater Paper and 
Unigate, the dairy group, through their subsidiaries, 
Bowater Packaging and United Dairies.. Zupack is a 
German system in which paperboard is fed into the 
machine which converts the paper to cartons and then 
fills and seals them. 


RATES AND PRICES 


Closing prices, Wednesday, August 7th, 1963 $ 
Tax Reserve Certificates: interest rate 19.1.63 24% 


Bank Rate 
Dec. 8, 1960 595 Mar. 8, 1962 54% 
July 26, 1961 7% Mar. 22, 1962 5% 
Oct. 5, 1961 KU April 26, 1962 44% 
Nov. 2, 1961 6% Jan. 3, 1963 496 
Treasury Bills 
May 31 £3 12s 8-s0d% July 5 £3 15s 3°21d% 
June 7 £3 313s 6:53d% July312 £3 15s 666d% 
June 14 £3 138 8:12d%  Julyio £3 15s 484d% 
June 21 £3 14s 1°84d% uly 26 3 155 2°64d% 
June 28 £3 148 o50d%  Auga2 £3 15s 2°26d% 
Money Rates 
Day to day 22-38% Bank Bills 
7 days 24-38% 2 months 3.813 4% 
Fine Trade Bills 3 months 3 H-3 38% 
3 months 5—54% 4 months 3 3—3 88% 
` 4 months 5—5196 6 months 4 $$—3 3194 
^ 6 months 524—697, 


Foreign Exchanges 
New York 2:804; Frankfurt 11:16$ 
Montreal 3°03 Milan 17398 
Amsterdam Io'rof Oslo 20'01d 
Brussels 139:69 Paris 13°72% 
Copenhagen 19°34% Zürich 12:091 
Gilt-edged 
Consols 4% 714 Funding 37 6 59-69 92% 
Consols 24% 46$ Savings 3% 60-70 881 
Conversion 6% 1972 1061) Savings 3% 65-95 82% 
Conv'sion 54% 1974 103 92 88 


Conversion 5% 1971 101% 


'Tre'ry 54% 2008-12 99 fxd 
Conv'sion 34% 1969 934 6- 635 


Conversion 34% 4 Treasury 34% 77-80 821% 
Funding 54% 82-84 103 Treasury 34% 79-81 814) 
Funding 4% 60-90 95% Treasury 24% 46 1t 
‘Funding 31 699-04 71f Victory 4% ` 97 ts 
Funding 3% 66-68 — 924; . War Loan 34% 64. 
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laxation Cases 


Full reports of the.cases summarized in this column 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases. 


Kidston v. Aspinall 
In the High Court of Justice (Chancery Division) 
July r1th, 1963 
(Before Mr Justice WILBERFORCE) 


Income tax — Surtax — Settlement made abroad — 
Assessment on remittance basis — Settlement deed not 
seen by Inspector — Sent iater to Special Commissioners — 
Not sent by them to Inspector — Decision in another case 
applied retrospectively — Intermediate assessments agreed 
— Whether agreements binding — Income Tax Act, 1952, 
sections 41, 50 (2), 404, 510, 524 (4). 

The appellant and his wife married in February 
1947. In June 1946 a settlement had been made by 


the wife in Massachusetts, and it was not disputed | 


that it was a foreign statement. The trustees had a 
discretion to pay to the settlor, while residing abroad, 
such part of the income as they might think advisable; 
and there was power for the settlor to revest in herself, 
subject to the approval of the trustees, all or any part 
of the settled assets. 

In 1947, after the marriage, the appellant’s agents 
agreed with the Inspector of Taxes that the settlement 
income should be assessed on the remittance basis, 
and any claim to double taxation relief was abandoned. 
At that time the Inspector had not seen the settlement 
deed, and he did not know of the power to revest 
capital in the settlor. In 1949 the settlement deed 
was sent to the Special Commissioners in connection 
with the special contribution, but they did not send a 
copy to the Inspector. For subsequent years down to 
1956-57, thé settlement income continued to be 
assessed on the remittance basis, and appeals against 
the assessments to income tax and surtax were made, 
and the appeals were settled by agreement. On July 
25th, 1957, the House cf Lords decided the case of 
C.I.R. v. Countess of Kenmare. In August 1958 the 
appellant's agents wrote to the Inspector of 'laxes 
accepting that the whole settlement income, whether 
remitted or not, was assessable on the appellant’s 
wife, and they suggested that this rule be applied 
from 1957-58 onwards. The Inland Revenue, 
however, made additional assessments for 1952-53 to 
1956-57 as to income tax, and for 1952-53 to 1954— 
55 for surtax. 

It was contended on behalf of the appellant that 
the agreements made in relation to the years under 
appeal made the assessments final, and prevented the 
making of additional assessments. For the respondent 
bos contended that the only effect of the agree- 
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ments was to prevent the Crown from again raising 
issues involved in the agreements; and that the making 
of additional assessments remained competent. The 
Special Commissioners decided in favour of thé. 
respondent. 


Held: the Special Commissioners! decision was 
correct. v 


Postlethwaite v. C.I.R. 
In the High Court of Justice (Chancery Division) 
July 18th, 1963 
(Before Mr Justice WILBERFORCE) 


Income tax — Settlement — Capital sums payable to 
beneficiary — Payments made without deduction of tax — 
Whether capital receipts of beneficiary — Whether made 
out of taxable income — Income Tax Act, 1952, sections 
123, Schedule D, Case HI, 149, 169, 170. 

In 1952 a settlement was made, and the settlement 
deed directed that the trust be divided into two parts, 
of which one was called the general fund. The 
trustees were to hold the general fund for fifteen years 
to pay the appellant a capital sum of £1,000 in each of 
those years. The trustees were empowered to make any 
such payment at an earlier date if they considered it 
desirable to do so. If the appellant died before she 
had received the whole £15,000, the balance was to be 
paid to her children. The annual income of the 
general fund was to be used for the trustees’ remunera- 
tion and the trust expenses; and the balance of the 
income was to be accumulated at compound interest 
during the settlor's lifetime, or for a period of 
fifteen years, by adding it to the capital of the general 


- fund. If the settlor died before the end of fifteen years, 


the balance of the income was to be distributed among 
certain beneficiaries. 

The trustees invested the capital wholly in ordinary . 
shares of a company, and they received considerable 
sums in dividends. For 1952-53 the dividends 
amounted to £1,047 12s 4d after paying £80 for 
stamp duty. In 1953-54 the trustees received 
£1,007 18s 11d in respect of dividends and bank 
interest. In 1954-55 the corresponding amount was 
L801 11s 1d and in 1955-56 it was £471 8s 10d. On 
December gth, 1953, the trustees paid £1,000 to the 
appellant, and paid her a second such amount on 
November 11th, 1955. There was no deduction of 
income tax from either of those sums. The trustees 
paid those sums out of income, and they waited until 
they had a sufficient amount of trust income before 
making the payments. 

It was contended on behalf of the appellant that 
each £1,000 was a capital payment; and, alternatively, ; 


that each of the sums was paid out of taxable income’ “~ 


of the trust. It was contended on behalf of the re- 
spondents that the accumulated income of the 
general fund was capital of that fund; and that the 
payments were not made out of taxable income be- 
cause there was not enough trust income in either of 
the two years to enable the payment to be made. The 
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Special Commissioners decided in favour of the 


respondents. | 

Held: (i) neither sum was a capital payment; (ii) 
/for 1956—57 section 149 of the Income Tax Act, 1952, 
enabled an assessment to be made; (iii) as there was 
sufficient income of the trust fund available at each 
of the times when the two sums were paid, they were 
paid out of.taxable income, and the respondent could 
not be directly assessed. 


C.LR. v. Frere 


In the High Court of Justice (Chancery Division) 
- July 17th, 1963 
(Before Mr Justice WILBERFORCE) 

Surtax — Total income — Loans for less than a year — 
Whether interest deductible — Customs and Inland 
Revenue Act, 1888, section 24 (3) — Income Tax Act, 
 I916, sections 36, 164 — Income Tax Act, 1952, sections 
L2 (2), 122, 123 (Schedule D), 169, 170, 200, 524, 
Schedule 24. 

In each of a number of years the respondent 
borrowed sums of money, and borrowed in each case 
fot a period of less than a year. He paid interest on 
on the loans; and he claimed to be entitled to deduct 
the interest in ascertaining his total income for 
surtax purposes. For the appellants it was contended 
that there was no authority for the deduction for 
short interest in computing total income for surtax. 
'The Special Commissioners decided in favour of the 
respondent. 

Held: there was no general principle that the 
payment of interest, whether short or long interest, 
was deductible for surtax purposes; that this conten- 
tion was inconsistent with the decided cases; and that 
the decision of the Special Commissioners could not 
—be supported. 


Tryka Ltd v. Newall 


In the High Court of Justice (Chancery Division) 
July 11th, 1963 
(Before Mr Justice WILBERFORCE) 


Income tax — Carry forward of losses — Sale of fixed 
assets and stock — Appointment of receiver — Sale of 
factory — Dismissal of staff — Purchase and sale of 
commodity — Control passing to another person — 
Merchanting trade carried on — Whether cessation of 
former trade — Income Tax Act, 1952, section 123 
(Schedule D). 


The appellant was incorporated in 1937, with the 
name of Associated Rural Structures Ltd, to carry on 
business as a designer, builder, building contractor 
and erector of temporary and portable buildings and 
equipment. It began trading, in Amersham, in the 
manufacture of prefabricated bungalows and portable 
buildings, garden seats and structures, wooden crates 
for brewers, and horticultural boxes. In 1947 there 
was a Sale of all the shares in the company. In 1950 
the company acquired and eguipped a factory, at 
Tylers Green, at the cost of about £50,000. There 
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the company manufactured horticultural boxes, 
wooden crates and utility furniture selling its products 
wholesale and in some cases retail. For the period 
ended December 31st, 1951, the company incurred 
a loss of about £8,000. 

In 1952 almost all the trading stock was sold, as 
well as most of the fixed assets, and in September it 
let the factory. There was a further loss in the period 
to December 31st, 1952. In February 1953 the bank 
appointed a receiver, who took no part, however, in 
the conduct of the company’s affairs. Early in the same 
year the company sold its factory and dismissed the 
staff and the balance of the stock was sold. On Dec- 
ember 2nd, 1953, the company bought, and later 
re-sold, a quantity of joinery board. The receiver was 
discharged on December 22nd, and the registered 
office was moved to the office, in Salford, of the person 
who acquired all the shares in the company early in 
the following year. The former customers were not 
circularized about this transfer, and no staff and no 
assets were transferred. During 1954 the company 
bought and sold timber. At the end of 1954 the 
company purchased plant for plasticizing a chipboard 
known as ‘tryka’. , 

The General Commissioners decided that the 
company had discontinued its trade in 1953, and had 
commenced a new trade in 1954; and that therefore 
losses incurred in the former trade could not be 
carried forward. 

Held: the General Commissioners’ decision was 
correct, 


Stafford Coal and Iron Co Ltd v. Brogan 
In the House of Lords — July 24th, 1963 


(Before Lord Rem, Lord Eversuep, Lord Hopson 
and Lord DEVLIN) 


Income tax ~ Trade — Collieries and brickworks — 


Mutual insurance company — Nationalization of . 


collieries — Acquisition of insurance company’s business 
by National Coal Board — Liquidation of insurance 
company ~ Share in liquidation received by respondent 
company — Whether capital or income receipt — Income 
Tax Act, 1952, Schedule D, Case I. 


The appellant company carried on the trade of 
operating collieries and brickworks down to January 
1947, When its colliery business was acquired by the 
National Coal Board under the Coal Industry 
Nationalization Act, 1946. The company continued 
to carry on its brickworks business, and for tax pur- 
poses the company was treated as carrying on one 
trade. 

The North Staffordshire Collieries Mutual In- 
demnity Ltd (the Mutual company) was incorporated 
in 1934 by a number of colliery proprietors for the 
purposes of insuring its members on the mutual 
principle, and the appellant company was one of the 
members. The Mutual company had invested funds 
producing an income, and the rest of its income con- 
sisted of the premiums paid by its members. These 
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premiums were allowable deductions for tax purposes, 
but the Mutual company was not taxed on the excess 
of its receipts over its expenses. After the nationaliza- 
tion of the collieries the business of the Mutual 
company was acquired by the National Coal Board. 
In 1953 the Mutual company was voluntarily wound 
up, and there was a sum of about {700,000 available 
for distribution among its members. The’ appellant 
company received about /58,000 and carried this 
sum to a capital reserve. | 





New Legislation 


The date indicates when an Act received the Royal Assent 


STATUTES 
Chapter 16: Protection of Depositors Act, 1963 


An Act to penalize fraudulent inducements to invest on 
deposit; to restrict and regulate the issue of advertise- 
ments for deposits; to make special provision with 
respect to the accounts to be delivered by and the 
supervision of companies which issue such advertise- 
ments; to amend section 13 of the Prevention of Fraud 
(Investments) Act, 1958; and for purposes connected 


with the matters aforesaid. 
Price 1$ 6d net. July xoth, 1963. 


Chapter 17: Town and Country Planning Act, 1953 


An Act to make further provision with respect to 
development comprised in Schedule 3 to the Town 
and Country Planning Act, 1962, and Schedule 3 to the 
'Town and Country Planning (Scotland) Act, 1947. 


Price 8d net. July roth, 1963. 


" Chapter 18: Stock Transfer Act, 1953 


An Act to amend the law with respect to the transfer of 
securities. 


Price Is net. July roth, 1963. 


Chapter 19: Local Employment Act, 1965 
An Act to make further provision for the payment of 
grants under the Local Employment Act, 1960, 
towards the cost of macLinery, plant and buildings 
required by undertakings in development districts, and 


to enable the Board to fulfil certain agreements in 
localities which have ceased to be development districts. 


Price 3d net. July roth, 1963. 


Chapter 20: SER ER of Teachers Act, 
1903 


An Act to empower the Minister of Education to make 


provision by order (otherwise than in accordance with 
section 89 of the Education Act, 1944) with respect to 
the remuneration of teachers; and for purposes con- 
nected therewith. 


Price 5d net. July roth, 1963. 
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It was contended on behalf of the appellant that it 
received the {58,000 as a member of the Mutual 
company; and that the sum was not a taxable receipt. 

It was contended on behalf of the respondent that. 
the £58,000 was a trading receipt of the appellant “~ 
company. The Special Commissioners decided in 
favour of the appellant. | 

Held (reversing the decision of the Court of Appeal) , | 
(Lord Devlin dissenting): the £58,000 was nota ` 
receipt of the appellant company’s trade. 


Chapter 21: Education (Scotland) Act, 1963 


An Act to provide for the establishment of a board in 
Scotland for the purpose of discharging certain func- 
tions relating to examinations for pupils receiving 
secondary education and others; to amend the pro- 
visions of the Education (Scotland) Act, 1962, with 
respect to the scope of regulations prescribing scales A- 
of salary for teachers and to the provision of pensions 
for widows, widowers, children and dependants of 
teachers; to amend certain provisions of the Local 
Government (Scotland) Act, 1947, relating to member- 
ship of education committees and of subcommittees 
thereof; and for purposes connected with the matters 
aforesaid. i 


Price 8d net. July roth, 1963. | 


Chapter 22: Sheriff Courts (Civil Jurisdiction 
and Procedure) (Scotland) Act, 1963 ` 
An Act to increase the amount by reference to which 
actions are classified as summary causes in the Sheriff 
Court in Scotland; to increase the amount by reference 


— BI 


to which the small debt jurisdiction of the sheriff is 
limited; to amend the law with regard to the bringing 


of actions between spouses for interim-aliment of small 
amounts in the sheriff's small debt Court and with 7-— 
regard to the jurisdiction of the sheriff in such actions : 
brought as aforesaid; and for purposes connected with 

the matters aforesaid. . 


Price 3d net. July roth, 1963. 


Chapter 23: Forestry (Sale of Land) (Scotland) 
Act, x963 
An Act to extend the power conferred on the Secretary ` 
of State by paragraph (c) of subsection (7) of section A 
of the Forestry Act, 1945, to sell land vested in or 
acquired by him by or under the said section 4. 


Price 3d net. July roth, 1963. 


Chapter 24: British Museum Act, 1963 


An Act to alter the composition of the Trustees of the 
British Museum, to provide for the separation from, . 
the British Museum of the British Museum (Natura € 
History), to make new provision with respect to the 
regulation of the two museums and their collections in 
place of that made by the British Museum Act, 1753, | 
and enactments amending or supplementing that Act, ` ` 
and for purposes connected with the matters aforesaid. 


Price xs net. july roth, 1963. 
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THE ASSOCIATION OF 
; CERTIFIED AND CORPORATE ACCOUNTANTS 


Memorandum to the Richardson Committee 


 Reproduced below is the full text of the memorandum submitted by the Council of 
the Association to the Richardson Committee referred to in a Weekly Note in last 
week's issue. 


Introductory 


1. Following the invitation extended to this 
Association by the Richardson Committee, the 
Council of the Association (hereinafter referred to as 
‘the Council’) has considered the matters covered by 
the terms of reference of the committee and desires to 
submit the observations which are set out hereunder. 

2. The Council has been advised that the terms of 

‘reference of the committee are as follows: 

To inquire into the practical effects of the intro- 

duction of a form of turnover tax, either in addition 

to the existing taxation or in substitution, either for 
purchase tax or profits tax or both. 

In conducting the inquiry, regard should be had to 

the development of the economy and the promotion 

of exports: the fair distribution of the burden of 
taxation, and efficiency in tax collection and 
administration. 

3. In order to keep this memorandum concise the 
Council has not discussed extensively the comparative 
economic consequences of particular types of tax. 

4. It has assumed (a) that excise duties will continue 
as at present and (b) that the United Kingdom will 
continue to hold the view that excessive export 
rebates and/or subsidies are undesirable since they are 
contrary to its present obligations under international 
agreements. 

nn Types of Taxes 


5. The Council feels that since there is so much 
confusion in the naming of various forms of sales 
taxation in different countries, it is probably advisable 
to avoid problems of definition and to proceed, instead, 
by considering the types of tax which are in use and 
which are regarded as being in the nature of turnover 
taxes, irrespective of the names by which they are 
known. 

6. These taxes are: 

(1) the multi-point type of tax, known as a 'cascade' 
tax, used in Belgium, Germany, Holland, Italy 
and Austria which is levied on gross receipts 
from sales of goods and from services at each 
stage of the production/distribution cycle 
(except in some cases the retail stage) without 
any relief for tax borne at preceding stages; 

(i) the multi-point system in France, called tax 
sur la valeur ajoutee (T.V.A.), which is levied 
at each stage prior to retail but. under which 
credit is granted for tax paid at preceding 
stages; 

(iii) the single-point taxes, such as the sales taxes in 
Sweden and Denmark and the purchase tax 
in the United Kingdom, under which tax is 
charged at one stage only. 

7. The National Economic Development Council 

has suggested that a different form of turnover tax 


~ 


should be considered. This would presumably be 
payable annually on the basis of added value (i.e. gross 
receipts less deductible purchases) as shown in the 
audited accounts, 


The Cascade Tax 


8. As a result of its deliberations on the turnover 
taxes at present in operation in the European Economic 
Community, the Fiscal and Financial Committee of 
E.E.C. commented unfavourably on the operation of 
the ‘cascade’ type of tax because it encourages vertical 
integration where the opportunity for such integration 
exists and discourages specialization by penalizing 
multi-stage forms of organization. 

g. In addition it is difficult to determine the precise 
content in the price of exports for the purpose of 
granting remission and consequently to determine the 
level at which any countervailing import duties should 
be imposed. 

IO. The Council takes the view that these defects 
in the ‘cascade’ tax militate against its introduction 
into the United Kingdom tax system and therefore 
makes no further comment on the subject in this 
memorandum. 


T.V.A. and Purchase Tax 


11. The Council is of opinion that if the tax base and 
the rates charged are more or less similar the only 
difference between these taxes is that T.V.A. is a 
multi-point tax whereas purchase tax is usually only 
levied at the wholesale distribution stage. 

I2. The advantages and disadvantages of multi-point 
and single-point taxes may be summarized as follows: 

(i) The single-point system is simpler and less ex- 
pensive for both the taxpayer and the tax collector 
since it requires far fewer collection points. There 
are approximately 60,000 purchase tax collection 
points but a multi-point tax might require. 
400,000 points, depending on the tax base and 
the number of stages through which the goods 
or services would pass. ' 

> (ii) Exemption from tax in respect of exports can 
more easily be granted under a single-point 
system than under a multi-point system. 

(iii) The Government receives tax payments at 
earlier stages under the multi-point system. 

This would result in a transfer of interest 

charges from Government to commerce and 
industry, which would have to find the funds 
to finance the earlier tax payments, and therefore 
would suffer an increase in its cost. 

(iv) There may be less risk of evasion under a multi- 
point system since there are more stages 
involved and the amounts payable at each 
stage would normally be less than the amounts 
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payable.at the one stage of the single-point 
system. Moreover the recipient would be 
concerned to see that he obtained credit for 
tax included in the price charged to him. 

13. Some of these arguments may be more important 
in one country than another but so far as the United 
Kingdom is concerned the balance of advantage and 
disadvantage appears to favour the retention of the 
single-point system, with such adjustments as may 
. be considered appropriate in the base and rates 
adopted. 


The N.E.D.C. form of Tax and Purchase Tax 


14. The Council acknowledges that the N.E.D.C. 
has not advocated the introduction of this form of tax 
but has merely suggested that it merits further 
consideration. 

I5. The Council feels that part of the difficulty in 
criticizing this ‘added value’ tax lies in the lack of 
precise information concerning its detailed application 
in practice. Such information as exists, however, 
suggests that this form of tax would have the following 
disadvantages when compared with purchase tax: 

(a) If the N.E.D.C. tax were introduced it would 
presumably be passed on to the consumer. The 
calculation of the tax on ‘added value’ would tend 
to be less certain than that for purchase tax. 

(b) The N.E.D.C. tax would apparently be paid 
annually after an examination of the audited 
accounts. Initially at least this would seriously 
affect the flow of revenue to the Treasury. 

(c) It would be necessary to analyse receipts and 
expenses in considerable detail in order to ensure 
that non-taxable receipts and non-deductible 
expenses were adjusted and to separate charge- 
able gcods particularly if there were different 
rates of tax. 

(d) The N.E.D.C. tax would appear to be less 

l amenable to changes by Government regulation 
than the purchase tax. 

(e) The granting of exemption for exported goods 
would also cause difficulty because of lack of 
certainty of the tax content especially as any 
short-cut method of calculation might provoke 
accusations of infringement of international 
agreements prohibiting export subsidies. 

16. The Council therefore takes the view that there 

are no valid grounds for substituting the N.E.D.C. 
tax for purchase tax. 


The N.E.D.C. Tax and Profits Tax 


17. The Council understands that if the N.E.D.C. 
tax were substituted for profits tax the intention 
would be, apparently, that it should not be passed on 
to the consumer. It is widely accepted, however, that 
to some extent at least profits tax is passed on and 
it is likely that this would happen even more in the 
case of a tax which bore no relation to profits. In fact 
the Council considers that any major tax which is not 
based on profits should be passed on to the consumer. 

18. Assuming, however, that the tax was not passed 
on, a major result of the change would be an extensive 
switch in the incidence cf taxation. For example: 

(1) Individuals and firms now exempt from profits 
tax would presumably be subject to the new 
tax. There would then need to be some 
compensating reduction in other direct taxation. 
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(ii) Companies now making losses and not liable, 
therefore, to profits tax would nevertheless be 
liable tc the new tax. 

(iii) Companies with large added value but low ` 
profit raargins might (depending on the rate S~ 
of the tax) have to pay considerably more tax | 
than at present whereas companies with small 
added value but high profit margins might pay 
less. 

(iv) Companies in receipt of interest and non- 
franked dividends (e.g. foreign dividends) would 
cease to be liable to profits tax thereon and 
would not be liable to the new tax. This loss 
would have to be made good by other taxpayers. 

(v) Where profits from exports are now liable to 
profits tax but would be exempted from the new 
tax, the loss of revenue would have to be made 

ood. 

IQ. The Council feels that these extensive changes 
from the present reasonably equitable basis of tax on 
profits to a system which would give rise to considerable 1 
inequity between different types of business and "n 
between different taxpayers within the same trades 
would inevitably result in the tax being passed on. 


Purchase Tax and Profits Tax 


20. The Council feels that since it has taken the view 
that the N.E.D.C. tax if passed on, would be no better 
than the purchase tax, the question to be considered 
is whether it would be advantageous to abolish profits | 
tax and make good the lost revenue by widening the 
incidence over a larger field of chargeable transactions 
or by adjusting the rates of purchase tax. The effects 
of such a change would be as follows: 

(i) Whereas at present part of profits tax may not 
be passed on it is more likely that any increase 
in purchase tax would be passed on with a 
consequent increase in home prices. 

(ii) T'hat increase in home prices would tend to be 
a factor in claims for higher wages;-inereased 
national insurance benefits, etc., and some ; 
resultant increase in the cost of home and ! 
export goods, 

(iii) The cost of exports would, however, be 
reduced to the extent to which profits tax was 
previously included. Purchase tax is not, of 
course, charged on exports. 

21. 'The Council appreciates that it is impossible 
to quantify the net outcome of these changes by 
themselves or to estimate whether, on balance, it 
would be possible to reduce export costs. 


Scope of Inquiry 


22. 'T'he Council considers that the terms of reference 
of the committee are too narrow. It takes the view that 
in the present economic position of the country a 
general increase in productivity leading to reduced 
costs is required and that a review of the whole 
balance of direct and indirect taxation, including 
social security contributions and local rates, should Ré* 
carried out. Consideration could then be given to the 
introduction of cther forms of taxation. 

23. It would be desirable for such a review to take 
into account the taxation systems of other countries, 
particularly in Europe. It may be necessary before long 
to harmonize the system used in the United Kingdom 
with those used by our main trade competitors since ` 
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marked differences in taxation systems can affect 
substantially the competitive positions of -any two 
countries. 

Conclusions 


d 24. The Council has, therefore, reached the following 

kconclusions: 

(i) The ‘cascade’ form of turnover tax should be 
left out of consideration. 

(ii) A multi-point turnover tax such as the T.V.A. 
would not be an improvement compared with a 
single-point tax on the lines of purchase tax. 

(iii) The N.E.D.C. form of tax should not be 


FOR STUDENTS 






AT common law a corporation has, and always has 
had, the same legal rights and powers as a private 

dividual (Sutton’s Hospital ((1613), Co. Rep. 23a). 

Although chartered corporations still enjoy almost 
unlimited powers in accordance with this principle, 
those corporations which are created by statute, either 
directly, or indirectly by registration in accordance 
with the various Companies Acts, are restricted in 
their powers either by the statute which created them or 
by the requirement that a registered company should 
set out its objects in its memorandum of association. 
Any action which is taken by, or on behalf of, the 
company must be within the powers so laid down; 
anything in excess is absolutely void under the 
doctrine of ultra vires. 


Ultra vires 


The doctrine of ultra vires in its modern form was 
clearly set out in the case of Ashbury. Railway Carriage 
& Iron Co Ltd v. Riche ((1875) L.R. 7 H.L. 653). 
-Fhe company was set up to carry on business as 
mechanical engineers and general contractors. The 
directors contracted to finance the construction of a 
railway in Belgium, and this contract was ratified by the 
members in general meeting. The Court held that the 
contract was ultra vires and void. 

From the judgment of the House of Lords the 
following points emerge: 


(i) a corporation incorporated under statute cannot 
do anything beyond the powers expressly or 
impliedly conferred upon it by its statute or 
memorandum; any such activity is void; 

(ii) if a contract is ultra vires the company, 
ratification by members is legally impossible; 

(iii) a clear distinction must be drawn between acts 
which are ultra vires the directors, as laid down 
in the articles, and those which are ultra vires 
the company itself, as laid down in the memor- 
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introduced as a substitute for either the purchase 
tax or the profits tax. 

(iv) Some advantage may be derived from a sub- 
stitution of further purchase tax (by widening 
the base) for the profits tax, but this is a 
relatively minor proposal in relation to the 
major problems requiring attention in the 
taxation field. 

(v) A review should be made of the whole balance 
of direct and indirect taxation and of the various 
types of taxes which are now imposed or which 
might be imposed. 


THE DOCTRINE OF ULTRA VIRES -] 


andum, The former, provided they are within 
the powers of the company, can be subsequently 
ratified by members, and even without rati- 
fication may be binding upon the company under 
the rule in Reyal British Bank v. Turquand 
((1856) 6 E. & B. 327); 

(iv) the rule is designed to serve a dual purpose. 
First, it is intended to protect investors by enab- 
ling them to know the purposes for which their 
money can be applied; and secondly, to protect 
creditors by ensuring that the company's funds 
are not dissipated in unauthorized activities. 


The intention of the Legislature was that a company’s 
objects should be set out briefly in general terms (see 
Companies Act, 1948, First Schedule, Table B), 
powers incidental to the carrying out of such objects 
would be implied. In the words of Lord Selborne: 

"The doctrine] ought to be reasonably understood 
and applied, and whatever may fairly be regarded as 
incidental to or consequential upon those things which 
the Legislature has authorized ought not, unless expressly 
prohibited, to be held to be ultra vires’ (Attorney-General 

v. Great Eastern Railway ((1880) L.R. 5 App. Cas. 473)). 

Thus, in Deuchar v. Gas Light and Coke Co ([1925] 
A.C. 691), where a company's objects gave it power to 
make and sell gas and residuals arising from making 
gas and to provide such materials as were necessary 
for this purpose, the Court held that it was within 
the company's powers to manufacture caustic soda 
which was needed to make a particular residual into 
a marketable product; a power to provide caustic soda 
implied a power to manufacture it. 


Recent Developments 
The application of the doctrine created three 
problems: 
(i) it imposed hardship on individuals entering 
into ultra vires transactions with the company; 
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(ii) it hindered a company wishing to change its 
activities with the full approval of members; 


(iii) it created uncertainty as to what would, or 
would not, be implied as incidental to the main 
objects. 


In an attempt to avoid the last two of these, the 
practice developed of including in the objects clause 
not only the main objects, but also all necessary 
ancilary powers, and any other business to which the 
company might conceivably wish to turn in the future. 
Nothing could be done to prevent this once the 
memorandum had been registered (see section 15, 
Companies Act, 1948), but its effect was restricted by 
the ‘main objects’ rule. Under this rule, where specified 
objects are followed by wide general powers in the 
objects clause, these wil be construed as being 
incidental to, and limited by, the main objects. Thus, 
if the main object fails, the company may be wound up 
on a petition by shareholders on the grounds that the 
substratum' of the company has disappeared (Re 
German Date Coffee Co ((1882) 20 Ch.D. 169)). But if 
there is more than one object, and only one fails, the 
company will not be wound up if it proposes to carry 
Li others (Re Kitson & Co Lid ([1946] 1 All E.R. 
435)). 

But it seems that this rule, also, has been effectively 
circumvented by the addition to the objects clause of a 
sub-clause stating that each of the objects or powers 
specified should be read completely independently of 
the others. Initially the Courts viewed this departure 
with hostility. In Stephens v. Mysore Reefs (IKangundy) 
Mining Co Ltd ([1902] x Ch. 745), a provision that the 
various paragraphs of the objects clause should not 
be limited or restricted by reference to each other was 
held not to protect a proposed action which was 
outside the main objects. The House of Lords strongly 
criticized the practice in Cotman v. Brougham ([1918] 
A.C. 514), but nevertheless considered that it was 
bound to accept the effect of such a sub-clause and to 
recognize as intra vires a contract entered into under 
a subsidiary power, although outside the main objects. 
' In the recent case of Anglo-Overseas Agencies Ltd v. 
Green ([1961] 1 Q.B. 1), Salmon, J., applied the same 
principle to a sub-clause in terms identical to those 
in Stephens’s case. He refused to follow the decision in 
Stephens's case, although it had not been expressly 
overruled by the House of Lords, stating that he did 
not consider it to represent the law today. One might 
infer from this that in futuze the Courts will view such 
sub-clauses in a more benevolent light. 


Position of Third Parties 


If a contract is ultra vires the company, it cannot be 
enforced by the other cor:tracting party, nor can he 
claim any rights under it. In Re fon Beauforte (London) 
~ Ltd ([1953] 1 Ch. 13x), a company formed as cost- 
umiers and gown makers decided to manufacture 
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veneered panels, which they had no power to do. 
Contracts were entered into for the construction of a ` 
factory, the purchase of veneers and the supply of 
coke. The venture failed and the company went into 
liquidation. The Court held that the contracts were 
ultra vires and void, and therefore none of the three 
contractors could prove for their debts. E 
It is often stated that the reason for this is that the .. 
third party had constructive notice of the company's 
public documents, which must be registered with the 
Registrar of Companies and available for inspection, 
and therefore had the means of ascertaining whether 
the contract was intra vires. It is extremely unlikely that 
he would enter into a contract which he knew to be 
outside the powers of the company, and to this 
extent he is suffering for his own carelessness under 


















constructive notice did not exist. The contract is voi 
because the company is legally incapable of enterin 
into it; whether or not the other party is aware of th 
incapacity is irrelevant. 

Nevertheless the Courts have often explained thei 
decisions with reference to the doctrine of constructive 
notice, and from this has arisen the principle applied 
where a contract may or may not be ultra vires. For 
example, in the Beauforte case above, the contract for 
the supply of coke could have been for a purpose 
within the company's powers, as counsel for the coke 
merchant pointed out. But the argument was rejected | 
as the order had been made on paper which described 
the company as ‘veneered panel manufacturers’, and 
the coke merchant was thereby made aware of the 
ultra vires purpose. In such cases the contract is treated 
as intra vires unless the other party has actual notice : 
of the purpose of the transaction (Re David Payne & Co ` 
([1904] 2 Ch. 608, C.A.)). Clearly this could only affect . | 
his position if he already knew, or was deemed to know, . 
what the company's powers were. 

Until recently the Courts do not seem to have | 
considered directly whether the third party can 
himself rely on the ultra vires rule to avoid fulfilling 
a contract with a company. Legal theorists have argued 
that this would not be possible, comparing the position 
of other legal persons subject to special rules of law, 
such as infants and lunatics. In the light of the decision 
in Znglo. Overseas Agencies Ltd v. Green this would now 
seem to be incorrect. The contract in question was 
found to be intra vires, but Salmon, J., made it quite 
clear that the plantiff company would have been unable 
to enforce it, had it been ultra vires. 

Although the third party may not be able to enforce 
his contract with the company, he does retain a 
proprietary interest in any property he has transferred 
to the company, provided it is still identifiable, or, 
if it has been sold, in the proceeds of sale; and the 
company has a similar right over property transferred 


to him. (To be concluded.) 
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PROFESSIONAL NOTICES 


Messrs Henry CHaPMAN, Son & Co, Chartered 
Accountants, of South Shields, announce with great 
regret the death on July 31st, 1963, of their senior 
partner, Colonel Sir ROBERT CHAPMAN, Bt, C.B., 
C.M.G., C.B.E,, D.S.O., T.D., D.L., B.A., F.C.A., who had 
been a partner in the firm for sixty-one years. The 
practice will be carried on by the surviving partners. 


Messrs Grieve & Co, Chartered Accountants, of 
183A Field End Road, Eastcote, Pinner, Middlesex, 
| announce that Mr WiLLiIAM B. Grieve, CA, has 
retired from the practice with effect from July 31st, 
1963. The practice will be carried on under the same 
style and from the same address as hitherto by Mr 
CraiGc N. GRIEVE, C.A. 


Messrs GRIFFITHS & Sutton, Chartered Account- 
ants, of 152-154 Lord Street, Southport, announce that 
as from July rst, 1963, Mr B. HAGUE SUTTON, A.C.A., 
has been admitted into partnership. 


Messrs STEVENSON, CHAPMAN & Co, Chartered 
Accountants, of Manfield House, 376—379 Strand, 
London WC2, announce that Mr W. E. CHAPMAN, 
F.C.A., has been joined in partnership by Mr H. A. T. 
GOODFELLOW, A.C.A. The practice will continue to be 
carried on under the same firm name and at the same 
address as heretofore. 


Mr T. WarsH, F.C.A., and Mr F. WARREN, A.C.A., 
announce that the partnership between them has been 
dissolved as from July 31st, 1963. They will both 
continue to practise from 53 Queen Street, Blackpool, 
for the time being. 


Messrs W. H. V. WITCHER, F.C.A., and N. A. SHARPE, 
F.C.A., practising as W. E. RATNETT & Co, Chartered 
Accountants, announce that as from August oth, 1963, 

"their offices will be at 205 Kings Road, Reading, Berks 
(telephone: Reading 64081), and that they will, in 
future, carry on practice in the name of WiTCHER & 
SHARPE, incorporating W. E. Ratnetr & Co. 


k 


Messrs YouNG & Co, Chartered Accountants, of . 


5 Mansfield Street, Portland Place, London Wr, 


announce that, with effect from August 2nd, 1963, ` 


Mr H. BERGER, A.C.A., has been admitted to partnership. 
The style and address of the firm will remain un- 
changed. 


Appointments 
Mr C. L. G. Baker, F.c.a., has been appointed 
deputy-chairman of the Angus group of companies. 


Mr R. F. J. Dewhurst, M.A., A.c.a., has been 
appointed chief accountant to the Tileyard Press & 
Associated Interests Group. 
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Mr A. Heald, a.a.c.c.a., has been appointed chief of 
the electronic data-processing centre of the English 
Electric Co Ltd, Stafford. 


Mr H. T. Nicholson, F.c.a., has been co-opted to 
the board of Premier Consolidated Oilfields Ltd and 
appointed chairman. 


IN PARLIAMENT 
Additional Commissioner of Income Tax 
Mr STEVENS asked the Chancellor of the Exchequer 
when he proposes to introduce legislation to abolish 
the office of Additional Commissioner of Income 
Tax. 

Mr Bovp-CanPENTER: The Inland Revenue is 
examining in detail the legislation required to transfer 
in accordance with the recommendation of the Select 
Committee on Estimates the making of assessments 
from these and other bodies of Commissioners to 
Inspectors of Taxes, but I cannot say when any 
legislation will be introduced. l 

Mr STEVENS: I thank my right hon. friend for that 
reply. Is he not aware that the first suggestion of this 
kind was made to the Royal Commission on the 
Taxation of Profits and Income and mentioned in its 
final Report of 1955, eight years ago? Surely there 
should be some hope of action by now? 

Mr BoYD-CARPENTER: My hon. friend must not 
expect me to anticipate the legislative programme. 

Hansard, August xst, 1963. Oral Answers, col. 637. 


Local Authority Capital Finance: White Paper 


Mr Lupsock asked the Chancellor of the Exchequer if 
he will publish a White Paper dealing comprehensively 
with the question of local authority capital finance. 

Mr DU CANN: Yes, and I regret that it has not 
proved possible to publish a White Paper before the 
House goes into recess. The review of local authority 
borrowing which the Government undertook has 
raised a number of important questions which are now 
being discussed with the local authority associations. 
When these discussions have been completed a White 
Paper outlining the Government's intentions will be 
published. 

Hansard, August 1st, 1963. Oral Answers, col. 621. 


NATIONAL SAVINGS 


Total savings reported during the week ending 
August 3rd, were £41,245,000. Total withdrawals 
from past savings were {£40,839,000. In the result 
there was an excess of new savings over withdrawals of 
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£406,000 and the sum remaining invested (after 
allowing for Defence Bond redemptions of £133,000) 
now stands at approximately £7,827 million. 


Se Repayments 
Savings Certificates 4,000,000 4,000,000 
Defence Bonds Se ES 1,795,000 943,000 
Post Office and Trustee 
Savings Banks! .. 40,791,000 35,296,000 
Premium Savings Bon 1,900,000 400,000 
, 37,486,000 39,639,000 
Estimated Accrued Interest 3,759,000 
Estimated Interest Paid Out ~~ 1,200,000 


£41,245,000  £40,839,000 


SE one department of the Birmingham Municipal 
Bank. 
J 


EUROPEAN CONGRESS OF ACCOUNTANTS 
Symphony Concert 


Readers may be interested to know that tickets for 
the symphony concert by the Scottish National 
Orchestra in the Usher Hall, Edinburgh, on September 
roth are available to the public as well as European 
Congress participants, and may be obtained from The 
Edinburgh Bookshop, 57 George Street, Edinburgh 2. 


SCIENCE AND THE CITY 


At a two-day conference on the theme 'Science and 
the City! to be held next November, some of Britain's 
most distinguished scientists will exchange ideas with 
City experts on scientific and technological develop- 
ment and their relationship to investment. The 
conference will be jointly sponsored by Hambros 
Bank Ltd and the Journal New Scientist. 

Lord Fleck, F.R.S., former chairman of Imperial 


Chemical Industries Ltd, will open the conference and . 


the various speakers will examine the relationship 
between science and investment and the ways in which 
scientific ideas are exploited and developed. 'l'hey will 
then move on to the means of investigating investment 
potential and to the question of establishing new and 
more efficient methods of direct communication between 
the laboratories and research departments of industry 
and universities on the one hand, and the capital 
markets of the City on the other. 

The conference will take place in the Hall of the 
Chartered Insurance Institute, 20 Aldermanbury, 
London EC2 on November 14th and rech, from 
IO a.m. to 4 p.m. each day; tickets will be five guineas 
each. Inquiries should be addressed to either the 
New Scientist (Conference), Cromwell House, Fulwood 
Place, London WC1, cr Hambros Bank Ltd, 41 
Bishopsgate, London EC2 (ref. S. & C.). . 
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COMPUTER SYSTEMS 
Introductory Courses in London 


Two courses — each comprising twelve lectures — 
electronic computing systems are to be held at 
John Cass College, Jewry Street, Aldgate, London, 
EC3, from October 23rd to November 27th and from ` ` 
January rsth, 1964, to February 1oth. The courses are 
being arranged by the Department of Mathematics of 
the College and the lectures will be given each 
Wednesday evening. 

The courses are intended for executives and others 
interested in the commercial applications of electronic 
computers; no prior technical knowledge will be 






. assumed. Part I of the course is designed not to detail 


descriptions of individual computers but rather to 
give an appreciation of the operation and programming 
of computers in general, while Part II, beginning on 
January rsth, will be concerned with the applications 
of computers to commercial operations. The two 
courses should be useful to those who need prior 
knowledge upon which to estimate the value of 
particular type of computer in connection with - 
particular commercial operation. The lecturer will be ^ 
available for consultation during the evening of each 
lecture. 

The fee for each course will be £1 10s and apph- 
cations for enrolment forms should be addressed to 
the Secretary of the College at the above address. 


BANK HOLIDAY CROSSWORD 


The solution to the Bank Holiday Crossword compiled 
by Mr Kenneth Trickett, F.c.a., which appeared in 
last week's issue, is as follows: 
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HOTELS AND RESTAURANTS 


HAMMERSLEY KENNEDY & CO, I9 Hanover 
Squid London WI, have since 1899 specialized in the 
sale and valuation of hotels and catering businesses 
to the exclusion of any other branch of estate 
agency. The partners are members of the leading 
professional bodies. 
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Congress Plans 


HE latest news of the forthcoming European Congress 
of Accountants given elsewhere in this issue indicate the 
comprehensive blend of events, serious and social, arranged 


. for the participants. The programme follows the orthodox 


pattern of such gatherings, the business sessions being inter- 
spersed with receptions, banquets, concerts anè dances. Other 
forms of organized relaxation include a series of tours covering 
some of the most attractive scenery in Scotland. Finally, there are 
the incomparable setting of Edinburgh, grey and grand, and the 
warm hospitality of its citizens. The one imponderable is the 
weather and even the planning genius of the host organization can- 
not forecast or budget for mellow September sunshine throughout. 

The climate conditions, however, will: not interfere with the 
serious side of the Congress which takes place within the vast 
rotundity of the Usher Hall. The first of the four business sessions 
is concerned with the accounting principles and conventions used 
in drawing up the accounts of public companies and this subject, 
together with that to be discussed at the third session — the 
responsibilities of auditors in different countries — may well 
provide tbe liveliest interchanges because of variations in national 
laws and customs. "The other two themes, by comparison, might 
be called international in that the problems concerned with them 
are common rather than local. 'T'he subject of the second business 
session is the future impact of electronics on the accountant 
whether he is in practice or in industry, and that of the fourth and 
final business session are the ways in which practising accountants 
may help proprietors of small businesses, with special reference 
to such services as taxation, management and organization. 'The 
papers to be presented — six at each session — have already been 
circulated to participants who are now submitting in writing 
points arising therefrom which they would like to raise. A 
selection of these points will be considered at the appropriate 


sessions, each of which will be conducted by a chairman assisted 


by a vice-chairman, rapporteur, discussion leader and panel of 
experts. The Congress Policy Committee has stated that no 
conclusions will be arrived at nor recommendations made, 
discussions rather than directives being its aim. 

In the past decade, European accountants have met similarly 


- on four occasions — under the aegis of the U.E.C.— but this 


promises to be by far the largest and most important assembly 


yet. It is therefore appropriate that it should take place in 


Edinburgh where so much of the history of the accountancy 
profession has already been made. 


174 
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Four Years of Interfirm Comparison Be 


usually simple ones. The growing acceptance 

of the techniques of interfirm comparison 
(I.F.C.) goes some way to prove this. The idea 
is not basically new and it has some fairly 
generally accepted predecessors. ‘The concept of 
using operating and financial ratios in manage- 
ment was canvassed in thé United States in the 
early nineteen twenties. For some years now 
the published profit and loss accounts of public 
companies and their balance sheets have been 
brought together to give a statistical 'average' 
company, and there is no lack of published data 
for those wanting to compare the performance of 
one such company with the average. 

But the idea of a company supplying con- 
fidential information for independent com- 
pilation into average figures, especially when 
private as well as public companies are involved, 
has taken a while to fiad acceptance. The Centre 
for Interfirm Comparison was set up in September 
1959, just on four years ago. Since then it has 
earned recognition for its techniques and it is 
known that the British Institute of Management 
(which sponsored it along with the British 
Productivity Council) has had no more popular 
series of seminars than those dealing with the 
techniques of I.F.C. 

Interfirm comparisons are concerned broadly 
with two considerations. The first is to obtain the 
co-operation of sufficient concerns in an industry 
to make the concept of an average have meaning. 
The second is to secure acceptance of the idea 
that certain 'vital' statistics can be presented to 
the firms in the particular industry as a standard 
of efficiency and as a measure of performance. 
The statistics are presented in the form of ratios, 
which begin logically with those involving 
efficiency of labour utilization (output per 
possible unit of man-time), component parts of 
selling and distribution costs, cost of admini- 
strative services, sales income and certain ratios 
of current to total net assets, leading up to a 
final ratio of operating profit to total net assets as 
a measure of the return on capital employed. 

The ratios are thus mainly accounting data 
drawn from the historical experience of companies, 


]: has often been said that good ideas are 
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but used in such a way as to be a tool of general 
management. It is important to realize that they 
do not of themselves set absolute standards of 
efficiency. Nor are they of themselves fore- 
casting techniques. ; 

They indicate whether a company's per- 
formance is equal to, better than, or worse than, 
the ‘average firm’ in the industry on certain 
ratios. They therefore tell a firm where, in the 
pyramid of ratios briefly set out above, it 
compares well or otherwise with the average; 
and suggest in consequence points at which 
improvement might take place. 

The most recent example of this use of ILF.C. ` 
as a tool of general management was in a survey 
made for the light engineering industry by the 
Centre for Interfirm Comparison — this being 
the second such exercise carried out in this 
industry. The results showed that after the first | 
survey there was a noticeable increase in profit- 
ability of those taking part, but the difference in 
performance between the ‘best’ and the ‘worst’ was 
considerable. So the Centre has been asked by 
some of those taking part how improvements in 
efficiency had taken place. What had some firms 
done after the first comparison? 

The Centre has therefore issued three cas 
histories with the figures slightly altered to hid 
identity. In the first case, the firm had found that 
its production costs and administrative overheads 
had compared unfavourably with the average; in 
the second, turnover in stocks and debtors could 
apparently be improved; in the third, admini- 
strative expenses, level of finished stocks, and 
debtors were all open to improvement. Each 
concern took action on these lines with sub- 
stantial results. 

If sufficient industries could be persuaded that 
I.F.C. was worth while for its constituent firms, 
there would in time emerge a measurement of 
profitability as between industries. This would 
be a most useful guide (though not an exclusi 
one) for public and private investment of new 
capital. Meanwhile, a company in an industry 
with a number of competing concerns has in 
I.F.C. a useful tool for measuring efficiency, both 
economic and technical. 
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Marx and Management Accounting 


E by KENNETH S. MOST, LL.B., F.C.A. 


awakening of interest in the Soviet version 
of the science of management. We have 
had David Granick's book The Red Executive 
(Weidenfeld & Nicolson), Accounting and Soviet 
Planning by Robert W. Campbell (reviewed in 
The Accountant of April 27th last) and another 
of this year's publications is Communist Economy 
under Change (published by Andre Deutsch for 
The Institute of Economic Affairs). 
The last-named work contains three studies of 
the theory and practice of markets and com- 
foetition in Russia, Poland and Yugoslavia, by 
Dr Marharet Miller, Miss T. M. Piotrowicz, 
Noel Coghlan and Ljubo Sirc. Apparently the 
Soviet Union and other Communist countries have 
found the price mechanism an, as yef, indispen- 
sable system of resource allocation, and Dr Miller 
estimates that about one-quarter of the Russian 
economy is conducted by private enterprise (the 
comparable proportion for Britain and France is 
about one-half) Particularly interesting is the 
final essay in the book entitled *Marxist fallacy 
and~competitive co-existence’ in which Henry 
Smith Westates basic 
concise terms and points out where and why they 
have come unstuck. Reading it, an accountant 
ecomces aware of a number of features which 
lead to the conclusion that Marx's contribution 
to management accounting has been underrated. 
In particular, it appears that he was well on the 
way to discovering standard costing, ratios and 
value analysis when he published Das. Kapital 
one hundred years ago. 


Tan has recently been a noticeable 


Marx's Labour Theory of Value 


The theory that labour is the source of all value 
underlies the Marxist concept of capital. A dis- 
tinction is made between goods in general and 
goods produced, not for direct consumption but 
for exchange. The latter are called ‘commodities’, 
and commodity production is the characteristic of 
capitalist society, capital being a stock of com- 
pdities. In Marx's language: 
|.  "Whoever directly satisfies his wants with the 
produce of his own labour creates, indeed, use- 
values and not commodities. In order to produce 
the latter he must not only produce use-values, but 
use-values for others, social use-values.' 
The term ‘use-value’ is interesting. Marx 


Marxist economics in 


studied law at the University of Bonn, and must 
have learned there about the several values which 
were recognized by German Courts in settling 
disputes concerning land. Of these, use-value 
(Gebrauchswert) represented the price which a 
buyer would be prepared to pay for a particular 
piece of land in its present state at a particular 
moment in time, in order to continue to use it for 
the same purposes as before. We shall see how 
this static concept was developed by Marx as the 
basis for his whole economic theory, in spite of its 
evident unsuitability for a dynamic economy, 
and how he soon went wrong in attempting to 
give it a more general applicability: 

Looking at all commodities, whether shoes or 
coats or bread, Marx asked himself what they had 
in common which might affect the rates at which 
they exchanged, their prices. He came to the 
conclusion that they were all products of labour. 
Their value, therefore, or the rate at which they 
should exchange, could be determined by the 
“amount of labour embodied in them, measured 
by the extent of its duration. 


Social Labour-times 


Marx was not so blind to reality that he failed to 
see the consequence of a theory that values were 
determined by total labour-times, which would 
imply that a commodity produced by a slow and 
inefficient worker was worth more than the same 
commodity produced by an able, fast worker. He 
therefore introduced the concept of 'social labour- 
time' which can be seen to resemble the 'standard 
time’ of the cost accountant. 

‘You will recollect that I used the word "social 
labour”, and many points are involved in this 
qualification of "social". In saying that the value 
of a commodity is determined by the quantity of 

` labour worked up or crystallized in it, we mean the 

quantity of labour necessary for its production in a 

given state of society, under certain social average 

conditions of production, with a given social 
average intensity, and average skill of the labour 
employed.’ 

The ‘standard’, as Marx saw it, was what we 
might term the ‘actual average’ for the most 
recent period. In a factory employing, say, 
200 workmen, some will work better than 
others, but an average productivity can be 
calculated and this will equal the social labour- 
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time for the factory. Again, in a particular industry 
— the textile industry for example — some plants 
may work with out-of-date machinery whereas 
others employ the very latest models, but there is 
an average level of equipment. The social labour- 
time for the commodity can thus be calculated 
for the industry as a whole, and an average value 
obtained being social labour-time multiplied by 
wage rate. 

Although we may tend to disregard the 
excessive simplism of this theory, it is important 
to remember how far ahead of other economic 


analysts Marx was in taking this approach. 


t 


Indeed, the basic idea can still be encountered in 
trade associatiox uniform cost accounting schemes 
constructed since the last war, as well as in 
evidence given before the Restrictive Practices 
Court. It also underlies the reactions of the 
British Labour Party to many current economic 
problems, such as transportation and power. 

We may note, in passing, some of the problems 
which remain unresolved in Marxist thinking. 
What happens, for exàmple, when social labour- 
times change — do prices fluctuate up and down 
with values? And if so, at what intervals of time? 
Or do identical commodities produced in different 
periods, when social labour-times differ, appear 
1n the shops at different prices? Does value endure, 
irrespective of obsolescence factors, so that a 1932 
radio set may have the same value as a 1962 
model? What is the effect of time, use and the 
operation of the elements on commodity values? 
These and other such questions reveal the 
inadequacy of the very foundations of Marxist 
economics. | 


Surplus Value and Labour Exploitation 


The other element in the calculation of value is 
thus the rate paid for the labour-time, or wages. 
The value of labour-power, said Marx, like the 
value of any other commodity, is determined by 
the amount of labour necessary to produce it. 
In other words, the value of the worker's labour- 
power is equal to all the things necessary for him 
to live and, since the supply of labour must go 
on, to raise a family. 

“The value of labour-power is the value of the 
means of subsistence necessary for the maintenance 
of the labourer. . . . His means of subsistence .. . 
must be sufficient to maintain him in his normal 
state as a labouring individual. His natural wants, 
such as food, clothing, fuel and housing, vary 
according to the climatic and other physical con- 
ditions of his country. On the other hand, the 
number and extent of his so-called necessary wants 
are themselves the product of historical develop- 


ment, and depend, therefore, to a great extent on 
the degree of civilization of a country... on the 
habits and degrees of comfort in which the class 
of free labourers has been formed.’ ` 


While referring to labour-power as a com- 


modity, Marx was careful to point out that it was 


a ‘peculiar’ commodity. Its peculiarity lay in the 
fact that, unlike any other commodity, it could 
create more value than it was itself worth. The 
workman sells his labour not merely for the time 
necessary for him to produce the value of his 
own wages, but for the length of a full working 
day. There is thus a time, according to Marx, when 
the labourer is working, not for himself, but for 
his employer. The time spent working for his own 
wages Marx calls necessary labour-time: the time 
spent working for the employer, surplus labour-time. 

Averaging out all time worked over all com- 
modities produced, Marx concluded dat A" 
proportion of the cost of production was wages, 
which equals value, the balance being 'surplus 
value’, It is the surplus value which is appro- 
priated bysthe employer and forms his profit. 

"Part of the labour contained in the commodity 
is paid labour; part is unpaid labour. By selling, ` 
therefore, the commodity at its value, that is, as the 
crystallization of the total quantity of labour 
bestowed upon it, the capitalist must necessarily 
sell it at a profit. . . . The cost of the commodity to 

the capitalist and its real cost are different things. I 

repeat therefore, that normal and average profits 

are made by selling commodities not above, but at 
their real values.’ 

This is a clear and unmistakable example of 
the fallacious reasoning to which Marx was pronef 
price equals real value, real value equals social 
labour cost, and yet price includes a profit | 


characterized as surplus value. Even if we amend | 


the equation by substituting for social labour cost, | 
actual labour cost (that is, making the surplus 
value a price difference only, calculated as: social 
labour-time xstandard rate, less social labour- 
time X actual rate), the fundamental error re- 
mains: profit is a function of labour and is the. 
measure of the exploitation of labour in the 
capitalist system. | | 


Tendency for Rate of Profit to Fall 


Economic commentators at the present time are, 
very much concerned with what they call he 
‘profit squeeze’ as shown by diminishing Be 
ability. Even without the evidence of our eyes, it 
is not difficult to understand how profitabili 


` declines. High profitability invites competition, 


competition increases costs and reduces. prices, 


and the resulting lower margin can only partly be 
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compensated by higher asset turnover. Neverthe- 
less, although this may be applicable to a particu- 
lar firm, and even a particular industry, it need 
,"not be true for the economy as a whole, since 
both new and improved products are continually 
being introduced. 

Marx, however, thought that the tendency for 
the rate of profit to decline was endemic in 
capitalist society: higher wages and increased 
social expenditure provide a larger market for 
commodities produced, - but result in falling 
profitability; wage cuts and reduced social 
services increase the profitability of surviving 
firms but decrease the production of commodities; 
capitalism cannot increase both production and 
profitability. If, therefore, we examine the 
theoretical basis of the Marxist argument we 
. Shall see how the fallacy already pointed out 
— permeates all subsequent argument. 


Marx’s Division of Capital 
Marx divided capital into two parts, which he 
called ‘constant’ and ‘variable’. Constant capital 


is that part which is spent on plant, machinery, ` 


tools, raw materials and the like — similar to, but 
not identical with, the accountant’s ‘fixed capital". 
Variable capital is that part which is spent on 
buying labour power, and thus resembles working 
capital. The term ‘constant capital’ was given by 
Marx because, as he said, in the process of pro- 
duction its value remained constant, and only 


its original value was transferred to the final. 


__product. This follows from his assumption that 

only labour could be the source of profit. Variable 
capital was so-called because in the process of 
production its value varied; more than its 
original value being transferred to the final 
product. Thus, by a particularly fine example of 
circular reasoning, all surplus value derives 
from variable capital. 

Is it possible that Marx was working, haltingly 
and by fumbling movements, towards the 
concepts of fixed and variable cost which are so 
meaningful in management accounting today? 
We shall never know, but we must remember that 


Das Kapital was first published in 1867, and much ` 


of the.thinking in it was pioneer stuff. Of course, 
the defects of the constant/variable dichotomy 
' were soon pointed out by critics. It led clearly to 
the supposition that firms employing little plant 
and much labour should produce more profit than 
firms with much plant and little labour, and there- 
fore that firms had no incentive to become 
capital-intensive. 

This difficulty was apparent to Marx's business- 
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man disciple, Engels, who tried to put things 
right in the third volume of Das Kapital which 
he prepared for publication after Marx's death. 


‘In order to do so, he was obliged to distinguish 


between market price and value, thus dealing a 
death-blow to the already fragile logic of Marx's 
basic argument. 

In the production of commodities, then, the 
capitalist's capital can be expressed thus: 

C (total capital) =c (constant capital) Lo (vari- 
able capital). Now, the tendency is for c to increase, 
displacing labour by plant and machinery, which 
decreases v as a proportion of C. Thus: 

= di Es h d 5 increases 

| g diminishes an A increases. 

One can see the importance of this situation to 
the Marxist theory, which has already assumed 
that profits can only be produced by v. As v falls, 
so profit falls. In Marx's words, 

*. . . the same rate of surplus value, with the same 

degree of labour exploitation, would express itself 
in a falling rate of profit. . . . If it is furthermore 
: assumed that this gradual change in the composition 
of capital is not confined to some individual spheres 
of production, but occurs more or less in all... 
then the gradual and relative growth of the constant 
over the variable capital must necessarily lead to a 
gradual fall of the average rate of profit, so long as 
the rate of surplus value remains the same.' 
To illustrate this by means of an example, let us 
use the same letters C, c and v, together with s 
to designate the rate of surplus value, assumed to 
be 100 per cent in each case. 

c v $ 

I 1,500 1,000 500 500 

2 4,000 3,000 1,000 1,000 
Since s can only be earned by 2, the rate of surplus 
value is in each case s/v (can someone have told 
Marx that producers, in figuring their prices, 
added roo per cent to direct labour?). In Case 1 
this works out at 334 per cent and in Case 2, at 
25 per cent, even though the amount of profit has 
doubled. In order to double profit, the manufac- 
turer has had to triple constant capital. In other 
words, to increase profits, the manufacturer has 
to increase investment at a greater rate. 


Marx as a Management Accountant 


Investment comes from savings, said Marx, and 
savings can only come from profits. Thus, the 
capitalist must pay as low wages as possible in 
order to maintain profits, and this leads to low 
purchasing power in relation to output and, 
eventually, to economic crises. We can see from 
this how it came about that Marx thought he could 
foresee capitalism destroying itself. We can also 
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see some of the reasons why it has not done so. 

Is it too fanciful, then, to see in Karl Marx the 
first management accountant, who lost his way 
by becoming a political economist instead of tak- 
ing a job in a counting house? His method was 
basically sound and not entirely dissimilar from 
modern concepts of standard costing, value 
analysis and ratio analysis. 

Perhaps if he had gone to work for one of 
Engels' customers, in one of those dark, satanic 
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mills which awoke in him such strong feelings 
and opinions, he would have been able to test his 
hypotheses against the hard realities of business 
economics, and refine them into a form in which. 
they would have helped to improve the efficiency /~ 
and material prosperity of the society against 
which he railed. If so, we should perhaps be a 
generation of accountants nurtured on 'Karl 
Marx's management accounting’ instead of 
citizens of a world divided by EE Iron Curtain, : 


Control of Stock-II 


by R. V. ATHERTON, F.C.A., 
of Joseph Lucas (Industries) Ltd 


(C) Standardization and identification of stocks 


N all handling and recording of supplies and 

stocks, it is of the utmost importance to have an 

accurate and rapid means of identifying the various 
items. The problem is somewhat simplified if the 
range and variety of lines carried is reduced to a 
minimum and duplication avoided. 

32. The obvious approach is to establish the 
maximum degree of standardization for materials, 
sizes, shapes, specifications, small parts and compo- 
nents. A tactful approach to customers may persuade 
them to accept standard products. Product designs 
should be watched carefully, to ensure that they 
` incorporate the greatest possible number of standard 
materials and common components, make full use 
of alternative specifications and contain the minimum 
number of sub-assemblies. Good design can also 
contribute towards lower work in progress by re- 
ducing the number of operations necessary and by 
simplifying and speeding up the process of assembly. 

3. Means of identification. should be precise, 
logical and easily understood. In some cases a written 
description is used such as: 'Woodscrew, steel, 
countersunk, 1 in. X No. 6', but for most purposes 
this 1s too cumbersome and subject to errors and 
omissions in transcribing and recording. Where a 
wide variety of items are stocked it is more practical 
to adopt a coding system incorporating letters, 
figures or a combination of both. The system to be 
employed should be agreed by all user departments 
and may be extended to include reference to various 
financial accounts headings. 

34. To provide the most effective information and 
control a coding system needs to be based on well- 
conceived classifications of commodities or objects. 
This consists of arranging items according to their 
degree of likeness which will have been a prerequisite 
in carrying out the standardization mentioned above.! 


The concluding part of a paper presented at the Summer 
Course in Oxford of The Institute of Chartered Account- 
ants in England and Wales on July 13th. 


Initial groupings may have been made on very TET 
lines such as materials, work in progress, consumable 
stores, etc. In the next analysis the commonest ap- 
proach is to identify goods: 


(2) according to the nature of the item itself; or 
(b) according to the end product or use to which it is 
put. 

35. For instance in an engineering factory, classi-. 
fication by the nature of the item might be: 

Steel — copper - lead — electric cable 
or by end product: 

Dynamo - starter — distributor, etc. 
Principles of coding are similar and the first example, 
which would cover raw materials, is used in the 
following illustration. 


36. Normal practice is first to allocate nb or 
symbols to the main classification, e.g.: 


25 — Steel; 26 — copper; 35 — electric cable 
These are then further subdivided into particular 
types of that item: - 

25 — Steel 

25[11 - Sheet; 25/12 — Bar; 25/13 — Strip and so on. 
The final code might read 2 sl 13/21/42 which trans- 
lated means: Steel, strip, mild, 4 in. x 6 in. B.S.S. 
‘xyz’. 
In the bulk material stores, rapid identification can 
be assisted by the use of simple colour codes. This 


reese, 


. consists of supplementing the alpha-numerical code 


by painting one or more coloured rings, at convenient 
intervals, on the material itself. These colours can 
be used to denote individual metals, or particular 
specifications of any one metal. 

37. Production of every component, sub-assembly: 
or finished product will be based on detailed drawings~. | 
and specifications. It is usual for each drawing to bear 
a numerical code number which is also applicable to 





1 Nate. Classification and also coding applies, of course, to 
many other aspects of business. Either or both are frequently 
used with reference to types of customer or supplier, sales by 
products or areas, and so on. 
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that particular part. Such a. code would probably 
indicate the factory or shop in which it is made, the 
main product group, and identification of the item 
,Atsel£. Frequently the same number will be used in 
the sales catalogue as the ordering reference, possibly 
coup.ed with the relevant bin number. 

39. The format of the code, the number of digits 
to be included and the extent of the information 
provided, will to a large extent be governed by the 
range and variety of commodities and by the capacity 
of the available accounting systems ~ manual, punched 
cards, computers, etc.- When coding has been com- 
pleted it is usual to prepare code manuals or vocabu- 
laries listing the numbers and giving detailed descrip- 
tions of all items held in stocks. Additions or amend- 
ments to the manual should only be authorized by 
one particular section or department and the code 
should be adopted universally throughout the com- 

. pany for all recording and accounting purposes. 
CL. 39. To sum up, the main advantages of coding 
systems are: 
D 2 avoid constant repetition of long descriptive 
titles. i 

(ir To bring together items of a like nature so 
assisting in standardization and variety ré- 
duction. 


(ui; To provide a rapid and accurate means of 


l identification. l 
(iv; To simplify mechanical recording procedures. 
(v; To ensure that all branches or depots of a 
business, or even different companies within a 
. group, use a common basis of classification and 
description. 


( D) Physical control of stock 


40. In the following paragraphs physical control is 
—eonsicered in its widest sense. It is the dovetailing 
. togetker of innumerable actions and procedures, 
commencing with the receipt of supplies and con- 
tinuing until finished products are dispatched. 
Within the bounds of this paper it is possible to draw 
attention only to the more important factors. The 
various documents and records referred to are dealt 
with in greater detail in the next section - E. 
41. 2hysical control has certain main objectives: 
(1) To provide maximum security at all times. 
(11) To ensure that stocks and supplies are correct 
in all respects, not only quantitatively. 
(ii) lo maintain a smooth flow of commodities 
throughout the various operating cycles. 
(iv) To minimize losses and waste whatever the 
cause, 
(v) To enable physical quantities to be determined 
| either periodically or continuously. 
"^ 42. To be efficient, systems obviously require care- 
ful planning and co-ordination. It is customary in a 
large business to prepare comprehensive standard 
instructions or procedures for each of the stages in- 
volved, and these should be enforced rigidly. Respon- 
sibilities must be clearly defined. Documentation 
should be complete, though not so cumbersome as 
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to cause delays, and it must be fully integrated with 
other functional requirements, e.g. buying or 
accounts. Finally the importance of ‘people’ cannot be 
over-emphasized. So often one finds that the man in 
charge of the stores is an old employee for whom no 
other work can be found. It is, in fact, a responsible 
job and unless efficiently carried out leads to endless 


- errors, losses and waste. Personnel should be selected 


for their reliability and integrity; thorough training 
must be given in the various duties involved, together 
with a clear explanation of their place in the organiz- 
ational pattern. E i 

43. Physical control at all stages calls for frequent 
counting or weighing of supplies. Considerable savings 
in time and labour can accrue from the use of standard 
units. Screws for instance are frequently recorded as 
'boxes' each of which is known to contain a gross. 
This method can be applied equally well to bulk 
materials. My own company uses vast quantities of 
steel strip. These are counted, recorded and issued in 
terms of coils (of known weight) not as so many thous- 
and Ibs or tons. Lead, used in the manufacture of 
batteries, is purchased and progressed in one 
hundredweight ingots. Material specifications are 
prepared as so many feéet/lbs numbers, per hundred 
finished units. Components and sub-assemblies issued 
to.the assembly lines are made up in batches, to 
conform with 'sets lists', to provide a given number 
of finished items. Finished products themselves may 
be boxed in dozens or gross. In every case one of the 
objects is to reduce the labour of counting or recording. 


44. The current trend in America is to extend even 
further the unit approach and to use common de- 
nominators throughout. Everything — purchases, 
stocks, sales — is all quoted and accounted for in terms 
of standard weights or quantities, which from the ac- 
countant’s point of view has much to commend. it. 
Co-operation and liaison between a company, its 
suppliers and its customers can do much to further 
these aims. Apart from the units themselves, the 
‘carrying’ medium can be standardized — drums, 
pallets and other containers — each should have a 
known and fixed tare, which greatly simplifies the 
ascertainment of volume/weight of the commodity 
itself. 

45. Modern measuring and handling devices are 
now so good and comprehensive that literally there is 
something for everyone. How far they are adopted will 
depend on the extent and volume of stocks held and 
how much a company is prepared to spend. Properly 
used, they save money and promote efficiency but, 
like computers in their earlier days, should not be 
embarked upon without careful study. - However, 
with stocks, accurate and speedy handling is vital; 
the quicker the turnover the lower the cost. Taking a 
possibly extreme example, one of our factories has 
installed for certain bulk materials, suspended fork- 
lift equipment fitted with extending arms, which 
avoids the obstruction of gangways etc. and doubles 
their racking capacity. An electronic weighbridge is 
coupled with closed circuit television so that the stores 


180 


controller can view and weigh every issue to produc- 
tion as it occurs. 

46. Let us now turn to some of the points involved 
in specific functions. The first stage 1s reception of 
supplies. This calls for suitable off-loading facilities 
and carefully phased deliveries to avoid congestion; 
some deliveries may be made straight to the ‘user’ 
point which reduces handling effort. Ample space 
must be provided for unpacking and counting, and 
no goods should be removed from the receiving area 
until full details have been recorded, including noting 
any damage or shortages; a point to bear in mind here 
is the extent of losses which can arise if measuring 
devices are inaccurate. Frequently containers and 
packing materials are of considerable value and will 
probably be charged on the supplier’s invoice. Care 
must be taken to segregate all returnable empties, 
record them and send them back as quickly as possible. 


The reception department may also be responsible ` 


for returns of faulty or damaged goods to the suppliers. 
These must also be segregated so that there is no 
risk of them being passed on to main stores or even 
to production. 


47. Inspection may occur at the reception point or 
in a separate department, and is of vital importance. 
It must ascertain that what was ordered has, in fact, 
been received — specification, type, size, etc. - for 
failure to detect errors can result in serious produc- 
tion problems at a later stage. Inspection of bulk or 
basic commodities will almost certainly be by test 
check, but for items of a complicated nature or high 
value it may be roo per cent. With intricate ‘bought 
out’ components, such as castings for aircraft fuel 
pumps, it is common practice to X-ray every unit to 
seek internal flaws or cracks. If these are not detected, 
very expensive machining operations may have been 
carried out before the unit is ultimately scrapped. For 
some commodities special procedures are necessary 
particularly where the goods are to be held in bonded 
stores or are required for Government contracts. 

48. Inspection is not only confined to incoming 


supplies, it is necessary throughout the whole manu-. 


facturing cycle until the finished article is produced. 
"Made in' components and sub-assemblies are 
checked at various stages of operation. Poor inspec- 
tion encourages hurried and faulty workmanship, and 
will result in production delays.and losses, excessive 
and unbalanced stocks and an abnormally high rate 
of scrap and rejects. 

49. The layout and administration of stores for all 
types of stock requires a high degree of planning 
and organization. It is a sign of lack of management 
control when stocks are allowed to accumulate in odd 
corners of the factory, or are piled high along gang- 
ways or in outside sheds, frequently with no visible 
means of identification. The obvious consequences 
are theft, waste and deterioration plus, of course, 
excessive stockholding because there are no proper 
records of what is there. | 

50. Ideally, storage facilities should be purpose- 
designed to meet the requirements of a particular 


THE 
ACCOUNTANT 


August 17th, 1963 


business. Some of the main points to be considered 
will be: i 


(i) Accessibility to the operation in hand. Thus we 


would expect to find bulk material stores. 


adjacent to the machine shops; finished com- 
ponent stores in the factory near the 
assembly lines; heavy commodities or rapid 
turnover items near the issue point; and so on. 

(ii) Adaptability. Economic operation will only be 
achieved if stores are used to the maximum 
extent. Racks, bins and other storage methods 
are frequently designed so that they can be 
adapted to a variety of purposes. The use of 
pallets and mechanical handling aids achieves 
manoeuvrability and also saves space because 
of the greater utilization of height. 


(iii) Identification. All items in a stores must be 
clearly marked with a description, code or bin 


number and arranged in logical order. Sections \ , 


.may be devoted to items of a like nature, or^ 


to the various parts and components which 
make up a final assembly. 


(iv) Security. 'The obvious points here are efficient 
fire precautions, windows and doors which 
can be locked, the employment of watchmen, 
etc. High value or particularly attractive items 
will require special precautions. Strict rules 
must also be enforced defining and limiting the 
personnel entitled to admittance to the stores. 

(v) Dispersal. It may be- advantageous to have 
main stores and a number of sub-stores 
throughout a factory with the aim of improving 


and speeding up service to user departments. . 


Such a system calls for a high degree of central 
control to minimize additienal handling and the 
duplication of stocks and records. 


51. Issues from stores will normally be made only | 


on presentation of properly authorized documents. 
Exceptions are sometimes made for small inexpensive 
items, which may be issued in bulk to provide a 
day's or week's requirements. In other cases, for 
instance tools, or protective clothing, it may be direct 
exchange — new for old. As noted earlier, time is saved 
by using standard quantities for issue. Storekeepers 
should be informed well in advance of the require- 
ments of the manufacturing programme so that the 
necessary materials can be segregated or components 
assembled in 'sets', shortages of any particular item 
can then be progressed urgently. Commitment of 
stocks to build up component assemblies also has 
its dangers; and calls for regular checking. Far too 
often it is found that a component has been allocated 
to a particular product ‘set’ which is still incomplete, 
while another ‘set’ is short of only that item. 

$2. Stocks issued to production and assembly 
departments become work in progress and regular 


direct quantitative measurement is made more difficult. ` 


Actual physical stocktaking is a major operation, 
undertaken perhaps twice a year, highly organized 
and possible only when the factory is closed for 


t 
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holidays or week-ends. At other times work in 
progress stocks are shown as a monetary balancing 
figure — opening stock, plus the cost of materials 
_Assued, wages charged and a percentage rate of over- 
heads, less output at standard rates, adjusted for 
scrap and other losses. During a period, physical 
control must depend largely on efficient factory 
procedures. These vary between industries but as an 
example there is the balancing of works orders. 


Materials have been issued including manufacturing ` 


scrap allowances, for, say, r,oro units, the required 
number being 1,000. Actual output is 1,004, accounted 
for by ‘free stock’ of four and ‘waste tickets’ for six. 
If ‘free stocks’ consistently shows too much plus or 
minus, the manufacturing allowances should be 
adjusted. 

53. A number of references have been made to 
scrap. It takes two main forms — (a) components 
scrapped during production, and (5) unavoidable 
i scrap, that is the bits of material left over from 
manufacturing operations. The latter are primarily 
offcuts — the end of a bar or strip of steel — and web- 
bing which is the outer edge left after a pressing 
operation. They are frequently very expensive 
commodities and must be accounted for. For example, 
the production of a dynamo or starter motor includes 
numerous copper segments of intricate pattern, which 
may be cut out from copper strip — and in extreme 
cases as much as 60 per cent of the original metal is 
left over as webbing. This is pure metal, saleable at 
only slightly less than purchase price of (say) £330- 
£350 a ton. On the other hand there is ‘swarf’ — the 
turnings resulting from machine operations. These 
metals are not only valuable in themselves, but 
almost certainly will be impregnated with expensive 
cutting oils. The installation of reclamation facilities — 
_centrifuge pumps, filtration, etc. — will reduce con- 
siderably the need to purchase new oil, as well as 
producing ‘clean’ swarf, which fetches a higher price. 
All these reclaimed materials need careful control, 
segregation according to types, an organized scrap 
yard, crushing and baling facilities, and above all 
recording and an analysis of the causes of excessive 
or unusual scrap or rejects. 


54. The last point I would like to deal with in this 
section is stock checking. So often stocktaking is an 
annual affair and discrepancies from estimated figures 
cannot easily be linked with any particular date, 
cause, or activity. The institution of continuous check 
and audit is normally extremely worth while. To a 
large extent, it can only be applied effectively to 
stored items, ie. excluding work in progress. In a 
large organization an internal check/audit section will 
be given certain directives. On a limited basis it may 
^Be. the verification of quantities only, but there are 
numerous other possibilities. Shortages in one bin 
may be accounted for by excesses of a similar type of 
item because of incorrect issues; deterioration can 
be noted; comparisons between actual stocks and 
usage will disclose excesses and redundancies; 
pilferage may be indicated and stopped. Standard 
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reports should be adopted and circulated widely, 
drawing the attention. of buyers, manufacturing 
planners and others to excessive or slow-moving 
holdings so that they can arrange for a change in the 
purchasing plan, or reassess the programme to 
incorporate alternative materials/specifications. As 
an end product, continuous physical check, covering 
expensive items say three or four times a year and 
others such as bulk materials perhaps once or twice, 
ensures that records are reasonably up to date. At the 
year end, these recorded figures can normally be 
accepted, subject possibly to a 1o per cent physical 
test count. Professional auditors will usually take 
account of the extent and efficiency of such internal 
procedures in planning their own periodical exami- 
nation of stocks. 


( E) Information and records for control 


55. An important aspect of all accounting and 
recording functions is to achieve simplification and 
speed without sacrificing completeness and accuracy. 
Documents should be designed as far as possible 
on a multi-purpose basis, and be linked with any 
available mechanized accounting systems. For the 
control of stock there are certain essential require- 
merits: 

(i) Records of all movements of supplies in and 
out, and of stock balances. 

(ii) A means of ascertaining values for financial 


and costing purposes. ; 
(itt) The provision of information for management 
control. 


The form of documentation must necessarily vary 
according to the type of stock and nature and size 
of the business. Also, as there are decided divisions of 
opinion as to what should be shown, the following 
paragraphs deal only with the general issues involved. 
Sufficient has already been said about information 
needed and used for planning purposes, while work 
in progress was dealt with in paragraph 52. 

56. Incoming supplies will normally be recorded 
on a goods inwards note, showing, inter alia, the name 
of supplier, description and code number of the 
goods, the order reference, quantity received, any 
returnable containers etc., and the inspection depart- 
ment's certificate. Goods inwards notes are prime 
documents, usually made up in sets and made to serve 
several purposes, e.g. for: 

(i) Buying office for their records and progress 
purposes. 

(ii) Stock records section where they can be 

matched with the original order and the 
. purchase price entered. It is from here that 

quantities and values are then posted to the 

record card, ' 

(iii) Suppliers’ accounts department to substantiate 

^ the invoice when received. 

(iv) Retention by goods reception department. 
Some of the copies frequently pass through many 
different sections and may be used for standard cost 
records, to provide notification of deliveries to stores 
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or production, for material coding and analyses and 
S0 0h. | 

57. Issues or movements out of stock take a variety 
of forms. It may be issues to production or assembly 
which will be covered. by identification tallies, stock 
withdrawal notes, material requisitions, ‘sets’ issue 
notes, or bulk issue notes, depending on the operation 
concerned. In each case the documents provide 
authority to the stores to make the issue and will also 
be used to adjust the respective stock record cards 
and ultimately the financial/costing records. Any items 
returned to stores must also be recorded and passed 
by inspection as fit for reissue. Other movements 
will be between departments or factories and from 
assembly to warehouse. "T'hese are shown on internal 
transfers or inter-works notes which will usually 
record quantities only, values being ascertained later 
from the standard costs. Orders from customers can 
conveniently be handled by preparing document sets 
containing ~ an invoice, an accounts copy, a sales 
analysis copy, a dispatch note and an advice note. 
The set will be checked against the relevant stock 
record card, and if the goods are-available, the various 
copies will be distributed for necessary action. 

58. The need for bin cards is far from universally 
accepted. If used they are invariably located in close 
proximity to the item and will normally record 
quantities of receipts and issues and a balance. They 
tend to give the storekeeper a sense of responsibibty 
and permit at any time a rapid check of the stock. 
However, if stock record cards are maintained, there 
is immediate duplication of entries, periodical re- 
conciliations are necessary and costs increase. The 
record section is probably better organized to handle 
a multitude of bits of paper and is likely to employ 
accounting machines. 'T'here appears to be on balance, 
a good case for eliminating bin cards and relying on 
stock records supported by a sound system of con- 
tinuous check and audit. 

59. Stock records fall in-o three main groups: 

(i) The main control accounts in the financial 
books showing, in value only, summarized 
receipts and issues and the balance of total 
stock at any time for each factory. 

(ii) Subsidiary control accounts, again in value, 
showing the same information as in (i) for each 
type or main classification of stock or for 
particular stores. 

- (iit) A detailed record card for every item held in 
stock. For materials, bought-out and finished 
goods movements can be recorded conveniently 
in both quantity and value. Receipts are entered 
at unit or purchase price, issues and recorded 
losses at cost, average, standard, etc., and a 
running balance maintained. Where mechanized 
or electronic equipment is available it is not 
unusual to find that every entry on the record 
produces simultaneously a punched card or 
magnetic tape for further accounting and 
analysis purposes. 

60. Information required for control is drawn 
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from many sources and can be presented in numerous 

ways. The various documents and records which have 

just been mentioned are primarily used for day-to-day 
purposes. Elsewhere we have seen the data necessary, 

for planning and for financial decisions. However, “fl 

business conditions can alter rapidly and it is essential ` 
for management to be informed regularly of the 
current overall position. This may be presented in 
the form of: ) 

(i) Periodical statements of the value of stock held ` 
by main categories, with comparisons against 
other periods and between factories and com- 
panies in a group. 

. (ii) A ‘target’ figure for each type of stock. A 
recognized method is to decide on an optimum 
holding in terms of weeks for different cate- 
gories — say four weeks' raw materials — a 
production cycle needing three weeks' work 
in progress etc. The target weeks are then 
evaluated by multiplying by the cost of ay 
week’s usage, output or sales as the case may 
be. 

(iii) The targets in both weeks and money will be 
compared with actual stocks and explanations 
required to account for excesses or deficiencies. 
Such comparisons are readily reproduced in 
chart form. 

(iv) Ratios and percentages are also useful and 
widely employed. They take numerous forms, 
examples being — (2) stock compared with usage 
or sales over a given period, where a high ratio 
indicates a high return on capital investment, 
(b) a comparison of work in progress with the 
number of direct operatives or machine tools, 
(c) scrap or various kinds of losses related to 
particular categories of stock or operation, and 


(d) storage costs as a ratio to stocks. E 
(F) Financial aspects 


61. The effectiveness of every stage in stock con- 
trol must ultimately be expressed in terms of money. 
It is the common denominator by which can be 
measured the degree of efficient utilization and 
security of available resources. Most of the financial 
considerations involved have already been mentioned 
in previous sections and may besummarized as follows: 

(1) T'he need for careful assessment and frequent 
review of the investment in stocks and the cost 
of holding them. 

(ii) How bad planning or buying can seriously 
affect output and sales and incur unnecessary 
expense. 

(iii) The savings to be achieved by standardization 
and classification. 

(iv) The cost of stock losses, obsolescence, etc. 

(v) The importance of proper control of scrap, 
residues, returnable containers, etc. 

62. However, so far, comparatively little has been 
said here about that essential element in control — 
the valuation of stocks. It has been dealt with at 
considerable length at other Summer Courses | 


t 


d 


» use; 


(i) ‘Actual cost’, which has the merit of simplicity 
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although not primarily from the control áspect. It is a 
complete subject in itself and within the scope of this 
paper it is intended to examine only two features. 
Firstly, the main methods of valuation which may 
be adopted for ‘internal’ purposes; secondly, 
the relationship between them and the figures 
ultimately to be used in the final accounts. 

63. 'Internal pricing systems should provide 
continuous valuations necessary for the day-to-day 
conduct of the business and to enable management to 
exercise control and make comparisons. Consistency, 
convenience in use and speed are important factors 
and it is probable that different bases will be applied 
to different categories of stock — for example materials 
at cost and work in progress at 'standard'. Also it 
must be remembered that the figures produced will 
almost certainly be taken from continuous records 
and not from prices applied to a physical stocktaking. 

64. Five main methods of valuation are in common 


in operation, prices are readily obtainable, and 
value comparisons with other periods can be 
made. It also shows the real investment in stock 
and when losses or redundant items have to be 
written off, the original value. 

“Average cost basis’ also has much to commend 
it. Although it calls for re-calculation after 
every receipt or issue it tends to iron out short- 
term price fluctuations. 


(ii 


See” 


(ui) ‘Standard costs’ are predetermined values, 


normally operating for a given period and then 
reviewed. Within these periods they are ideal 
for comparative purposes because they tend 
to show changes in volume of the particular 
stock, Also variances from standard prices will 
be charged against the period in which they 
occur. Against this the overall valuation is not 
the true cost and any items bought or manu- 
factured at earlier ‘standards’ may be in- 
correctly stated. 
‘Selling price’ is a method widely employed in 
the retail trades. Actual cost will normally be 
increased by an agreed percentage ‘mark-up’ 
to allow for profit and thereafter complete 
financial control can be exercised — sales must 
be accounted for by cash or stocks. 
‘Market price valuation’ has limited advantages 
for control purposes, It involves considerable 
work in ascertaining current prices for items 
which may have been in stock for some time. 
It will, however, show how far stocks held are 
under- or over-valued, and will be of use to 
buyers and possibly in the preparation of 
tenders for contract work. 

6s. It is appreciated that these comments on 
valuation are over-simplified and very far from 
comprehensive. ‘They are, however, indicative of the 
type of information available for internal purposes 
and how, in many cases, it is completely unsuitable 
for incorporation in the final accounts. 


(iv) 


(v 
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66. Auditors are required to ascertain whether or 
not accounts show a ‘true and fair view’. Their ideas 
of a realistic amount to be attributed to stock may, in 
some cases, conflict with those of management which 
has an intimate knowledge of the business and the 
problems involved. In the context of stock control, 
‘internal’ valuations at accounting dates are initially of 
importance in verifying the accuracy of recorded and 
estimated figures produced during the period for 
operating and control purposes. These figures do not 
necessarily reflect the true or conservative worth to 
the business of this asset and may require substantial 
adjustments. 

67. To go further into the question of the ultimate 
sum to be stated in the balance sheet would necessi- 
tate debating the merits of FIFO against LIFO; whether 
losses should be charged when they are suspected or 
when actually incurred; whether freight and duty 
should be included in stock and so forth. Let us leave 
it that the basis adopted for final accounts should be 
consistent from year to year and that any adjustments 
necessary should be founded on a realistic approach 
to the many factors involved. This subject was of 
course dealt with very fully in the Institute’s 
Recommendation No. 22 Treatment of Stock-in-trade 
and work in progress in Financial Accounts. 'Yhis 
document is on record in the Members’ Handbook and 
could usefully be re-read by all of us from time to time. 


VI Conclusion 


68. I am aware that many readers will feel that this 
paper has attempted to cover too wide a field, and that 
important matters may have received insufficient 
attention. However, at the outset it was said that there 
is no set textbook system of stock control applicable to 
all businesses. My object has been to indicate the tre- 
mendous variety of factors which must be considered 
in a comprehensive system, many of them far removed 
from the accountant’s normal sphere of operations. 
In quoting numerous examples from the engineering 
industry, attention has been drawn to what are 
probably some of the most difficult and involved 
problems arising in stock control. Many of the views 
expressed have been my own and are not necessarily 
indicative of the practices employed by any particular 
company. 

69. Finally, as we have seen, the cost of stock- 
holding is high, but frequently this is either not 
appreciated or is much underestimated. An effective 
system of control may also be expensive but will 
undoubtedly yield substantial benefits in terms of 


-economies and improved efficiency. Before embarking 


upon any new system or the extension of an old one, 
there should be a thorough examination of all aspects 
of the business to ascertain what is really needed and 
how the various parts will fit into the overall pattern. 
Thereafter, it is a matter of careful planning, common 
sense, frequent review and positive action to main- 
tain continuous control. 


(Concluded.) 
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z Income Tax in the Federation of Malaya 


by H. W. T. PEPPER, J.M.N., B.Sc.(Econ.) 


NCOME tax in Malaya commenced in 1948. 

The tax law adopted some features from the 

model ordinance for use in Commonwealth 
countries (originally prepared in 1922 and revised 
in 1956) and although there have subsequently 
been a number of changes in the provisions, the 
present statute remains relatively straightforward 
and orthodox and free from inequities and 
anomalies. 

Federation income tax (there are no State 
income taxes) is chargeable on income accruing 
in or derived from the Federation or remitted 
-from outside the Federation. 


Assessment and Reliefs 


The basis of assessment adopted for all types of 
earned income is broadly similar to that applied 
in Britain to income from trades, businesses, 
professions and vocations. In brief, tax is due for 
each year that the source exists and is normally 
measured by reference to the income of the 
previous year, with special arrangements for the 
years of commencement and cessation. Dividend 
income is always assessed on the previous year 
basis with relief for the tax deducted at source, 


and other investment income is assessed on a. 


basis somewhat similar to that applicable to 
.earned income. The annual value of owner- 
| occupied residences is exempted from assessment 
but the exemption is restricted to one such resi- 
dence per claimant. 

The rates of tax applicable to individuals 
range from 6 per cent to 45 per cent, the top rate 
being applicable to chargeable income in excess 
of $55,000 (approximately £6,500). 

‘Chargeable income’ is similar to ‘taxable 
income’ in Britain, that is, it is the assessable 
income as reduced by earned income relief (at 
one-tenth: maximum $1,000), personal relief 
($2,000 single; $3,000 married), child relief 
(maximum five children), payments for life 
assurance or retirement benefits (maximum 
$3,000) and for donations (no limitation) to 

ublic institutions and funds (e.g. schools, hos- 
” pitals and other social welfare projects). 

Companies, whether resident or non-resident, 
are charged at the rate of 40 per cent on the profits 
accruing in or derived from Malaya, resident 
companies being also chargeable on foreign 
income remitted to Malaya. 


Double Taxation Relief 


Relief from Federation income tax in respect of 
doubly-taxed income is due where the income is 
taxed in another Commonwealth country which 
gives reciprocal relief. In addition tax credit 
relief is given in respect of income remitted to the 
Federation from one of the countries with which 
there is an agreement for the avoidance of double 
taxation (i.e. Britain, Denmark, Norway and 
Sweden; a double taxation convention with 
Japan awaits ratification). 


Tax Exemption for Pioneer Companies 


Complete exemption from tax on profits is given 
to companies which have been accorded ‘pioneer’ 
status. Such status is given to a company starting 
a new industry, or expanding an industry already 
present but inadequately represented in the 
Federation, where the industry is considered 
beneficial to the economy. 

Pioneer status has so far been accorded to 
companies with a total capital of $357 million 
and covering a very large range of activity, the 
largest investment having so far been made by 
British enterprises. 

The tax exemption is for two years where the 
capital expenditure on factories and machinery is 
less than $100,000 (approximately £12,000), 
three years where such expenditure is between 
$100,000 and $250,000 (£12,000 to £30,000) and 
five years when the expenditure is $250,000 
(approximately £30,000) or more. 

-The practical effect of the exemption 1s 
enhanced by the fact that no deduction in respect 
of depreciation is made in computing the exempt 
profits. 

The whole of the capital expenditure on 
factories, machinery, etc., is deemed to have been , 
incurred on the day after the end of the tax relief 
period, so that the company is given a very favour- 
able start when income tax liability commences. 
The tax exemption may thus, in effect, be exten-. 
ded to the sixth year and beyond where capital 
expenditure has been heavy. 

Dividends paid out of the exempted profits of 
pioneer companies are payable without deduction 
of tax and are exempt from Federation tax in the 
hands of the recipient shareholders. ‘The dividend 


186 


exemption still applies where dividends are paid 
after the end of the tax relief period out of the 
fund of exempt profits accumulated during the 
tax relief period. 


Dividends from Federation Companies 


There is no "double taxation’ of company profits 
and dividends. Dividends paid out of the profits of 
a (non-pioneer) Federation company are payable 
less tax at 40 per cent but the tax payable by the 
company on its income is fully available to account 
for the tax thus deductible. The position is thus 
similar to that in Britain, except that there is no 
element of non-deductible 'profits tax' in the 
Federation company tax. 

The rate of deduction of tax from dividends is 
the same whether the shareholder is resident in 
the Federation or not — there is no additional 
‘withholding’ or ‘coupon’ tax. 
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Relief to Non-residents 
As the rate of Federation tax applicable to non- 


: resident individuals is 30 per cent, a non-resident! 


holding shares in Federation companies may 
therefore readily obtain a refund of the difference 
between the 40 per cent deducted from his divi- 
dends and the 30 per cent non-resident rate. 

In addition, relief equivalent to that provided 
by section 227 of the British Income Tax Act of 
1952 is at present accorded to British subjects 
who have Federation income but are not resident 
in Malaya. Relief amounts, broadly speaking, to a 
proportion (in the ratio of the Federation income 
to the world income) of the reliefs and abatements 
due to a resident. 

The Federation Income Tax Department has 
an agency in London — the Overseas Territories , 
Income Tax Office, 26 Grosvenor Gardens, SW - 
— which is authorized to deal with the Federation 
income tax affairs of taxpayers residing in Britain. 





| Weekly Notes 


THE INSTITUTE S5 EXAMINATIONS 


TOTAL of 3,980 candidates sat for the May 
examinations of The Institute of Chartered 
Accountants in England and Wales. Of the 1,665 
candidates for the Final examination, 797 (47:9 per 
cent) passed and 868 failed; in the November 1962 
examination 930 (50:4 per cent) passed and 918 failed. 
The First Certificate of Merit, the Institute 
Prize, the W. B. Peat Medal and Prize, and the 
Plender Prize for the paper on taxation, were won 
by Mr William Oswald Ling, of Derby. The Second 
Certificate of Merit, the Walter Knox Scholarship, 
the Frederick Whinney Prize and the Plender 
Prizes for the papers on advanced accounting (Part D 
and English law (Part IT) were won by Mr Geoffrey 
Neil Guinness, of London, and the Third Certificate 
of Merit and the Plender Prize for the paper on 
auditing were won by Mr Brian Garton Jenkins, 
also of London. 

In the Intermediate, there were 2,117 candidates, 
of whom 1,043 (49:3 pez cent) passed, and 1,074 
failed; in the November 1962 examination 1,114 
(48-8 per cent) passed and 1,171 failed. The First 
Certificate of Merit, the Institute Prize, the Stephens 
Prize and the Plender Prize for the paper on general 


commercial knowledge were won by Mr Michael. 
Francis Morley, of London. The Second Certificate 

of Merit, the Tom Walton Prize and (equal with two 

others) the Plender Prize for the paper on book- 

keeping and accounts (partnership) were won by Mr 

Richard John Gawen Holman, of London; the 

Second Certificate of Merit was also won, together 

with the Frederick Whinney Prize, by Mr Denis 

George Dedman, of London, while the Fourth 

Certificate of Merit and the Plender Prize for the 

paper on taxation and cost accounting were won by ^ 
Mr Richard John Barwick, again of London. 

In the Preliminary examination, 198 candidates 
sat, of whom fifty-five (27:8 per cent) were successful, 
and 143 failed; in the November 1962. examination, 
fifty-four (28-1 per cent) were successful and 138 
failed. | 

A full list of successful candidates, together with 
a summary of the results, appears elsewhere in this 
issue. 


THE ECONOMIC RECOVERY 


HE National Institute of Economic and Social 

Research report that the British economy has 
begun a belated but fairly sharp recovery and that 
national output rose in real terms during the first 
half of 1963 by between 2 and 24 per cent. They ex-; 
pect that output will rise rather faster in the second 
half of the year and that the rise will continue at 
least until mid-1964. They do not expect within 
this period any worsening in the balance of payments 
of sufficient magnitude to compel the Government 
to check the expansion of the economy. The Institute 
also consider there is little risk of the recovery 
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petering out in the second half of the year as it did ` 


last year. : 


However, even if the anticipated rate of expansion 
.-over the next twelve months continues until 1966, 
, production in the latter year will fall slightly short of 
the target set by the National Economic Development 
Council. The Institute see the two big uncertainties 
as the trend of exports and that of investment by 
manufacturing industries. They consider that while 
exports may continue to rise by about 4 per cent a year, 
manufacturing investment may not rise sharply but 
should gradually return to a more normal level. 
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EXPORT DOUBTS 


HE economic survey of the United Kingdom 
: issued this week by the Organization for Eco- 
nomic Co-operation and Development stresses that 
this country must make an important breakthrough 
in export markets if she is to achieve the National 
Economic Development Council's growth rate target 
of 4 per cent. It also expresses the view that such a 
breakthrough will not be easy to achieve. 
The survey considers that neither the market nor 
the product structure of British exports has been a 
major factor in explaining the decline in the United 





* This is My Life... 
by An Industríous Accountant 


CHAPTER 185 


HE office manager came to see me recently and 
put forward a request for a concession rather 
hesitantly. Apparently his wife would like to return to 
work; any chance that she could have her old job 
back? I confess that for a moment my heart sank. 
Known generally as the Hairpin in her old days as a 
typist here, she was a big, overbearing, rather brassy 
girl, whose entry into an argument could turn a 
molehill into a mountain in the flash of an eye. Eyes 
„used to flash too, when she flatly contradicted her 
colleagues, as was her habit, with her eternal giggle. 
However, I had the sudden feeling that the request 


meant more than was apparent. Studying my colleague : 


across the desk I was aware that his hair seemed 
noticeable greyer than of yore, the lines around. his 
eyes more deeply graved. There was something in the 
atmosphere ... . I agreed with the utmost cordiality. 
She'd be more than welcome, I'd sort things out with 
the personnel director right away, 

The office manager relaxed as if a heavy load had 
been lifted from his shoulders. She needed more 
occupation than she was getting in their flat, he 
explained; she missed the old days and the cheerful 
gossip . . . that operation some months ago had left 


her very depressed; the return to her old office | 


surroundings would be a tonic, 

In our provincial área the employment of married 
"Women is possibly less frequent than in more indust- 
rialized centres, but we welcome them for their added 
experience, and they provide a steadying influence 
on our floating pool of younger typists, many of whom 
` tend to change jobs with casual frequency; their 
older colleagues are consequently valuable in the 
long-term scheme. 


The redoubtable Hairpin, however, might well 
be a different proposition. I said a silent prayer for 
‘peace in our time’, and hoped for the best, Wife and 
husband in the same section was potentially devastat- 
ing, but maybe we’d muddle through. 

"The office managet’s face was a mingled amalgam of 
pride, confusion and nervousness as he ushered in 
his wife a week later, and in the days that followed 


. She might have been a shrinking violet in the storm, 


judging by the protective screen of fussy care he 
erected against ail eventualities. Her desk was in a 
draught ...she was allergic to the next typist on 
the left but one... the canteen meals were terrible 
... her machine wasn't really what an employee of 
her experience should have been given. I almost got 
beyond counting up to ten before answering, but I 
made allowances. After all, he was the one we wanted 
to benefit. 

The Hairpin herself took it all in her accustomed 
stride. Her laughter was as shrill, her chatter as 
inconsequential, her skin as thick as ever. True, she 
didn’t seem to quarrel quite so often, and her type- 
writer buzzed like a tireless bee, but hardened 
accountants blanched when she accosted them with 
merry quips in the corridor. She had a finger in 
every ple again, and tales of her gaffes were legion. 

Who but she could tell the sales manager she was 
sorry that the best people didn’t seem to shop in our 
store? Who but she could sympathize with the cost 
accountant on his failure to land that big job he’d 
been interviewed for last week? His face purpled as he 
listened... he thought no one knew. And if the 
switchboard girl gave notice and the copy typist had 
hysterics, well, it was probably just a coincidence. 

After all, she meant well. It was just that her 
personality was maladjusted. .. . 

The chairman of a certain local political association 
has just phoned me confidentially to say they’re 
offering her the job of assistant organizing secretary. 
She seemed so bright and alert at the interview, he 
said, so sympathetic, so co-operative... he was 
sorry to be taking her away from us; I said we'd 
manage somehow. (I congratulate him warmly; its 


not my party) 
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Kingdom share of world exports of manufactured 
goods. It says that consideration of competitiveness 
generally — price, delivery dates, aggressive selling 
and servicing — have surely been more, directly 
responsible. It doubts whether world trade will 
expand significantly faster in the middle 1960s than 
it has done in recent years. There is, therefore, 
an urgent need to maintain, and if possible, to 
improve Britain's competitive position on world 
markets. 

On this view of the situation the British Govern- 
ment is right to reflate slowly. The report points 
out, however, that this makes the need for active 
measures to relieve the blacker aspects of regional 
unemployment all the greater and urges more 
comprehensive arrangements for the re-training and 
re-adaptation of redundant labour. | 


STERLING IN THE WORLD 

Eb sterling area accounts for about 20 per cent of 
all international trade, according to the latest issue 

of the Bulletin for Industry issued by the Information 
Division of the Treasury. Sterling is used as a trading 
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currency and as a reserve currency by some countries 
not in the sterling area. Most overseas members of 
the sterling area hold most of their external reserves 
in sterling, using the London money market to, 


. employ these reserves with a high degree of liquidity. | 


The United Kingdom does not restrict the movement 
of sterling between itself and other sterling area 
countries in any way, but most oversea sterling 
area countries control sterling payments to other 
sterling area residents. 

Overseas holdings of sterling have declined since 
the war. At December 1945 they were £3,567 million 
compared with £2,937 million in December 1962. 
Apart from a slight fall in total there had been a 
switch in the holdings. Last December, Western 
Europe held a significantly larger proportion (16 per 
cent) than it had done seventeen years before. 

On the whole about one-third (perhaps more) of 
the world’s trade is conducted on a sterling basis and 
London acting as a banking system helps to facilitate ) 
the free flow of trade and ease the pressures there 
would otherwise be on the world’s gold reserves. 
Sterling’s continuance in this position depends on it 
having a stable value. 





Finance and ` 
Commerce 


: | 
U.D.T. | 
HIS week’s reprint shows the very welcome 
recovery in the results of United Dominions 
Trust Ltd, one of the big names in hire-purchase 
financing. The company, however, has a number of 
other interests, not least of which is Old Broad Street 
Securities, a member of the Issuing Houses Associa- 
tion and The London Produce Clearing House. 
At this year’s meeting, Mr Alexander Ross will 
meet stockholders for the first time as chairman. Mr J. 
Gibson Jarvie, who for more than forty years carried 


primary responsibilizy for seeing the company expand ` 


from the {10,000 beginning to over £200 million, 
has become president. It is appropriate also to put 
on record the passing of Sir Cecil Ellerton, a U.D.T. 
director, who rose up through Barclay’s Bank to be 
vice-chairman and held office as President of the 
Institute of Bankers. He died a year ago. 

With the change in command, Mr Ross records a 
change in dealing with goodwill, particularly in 
relation to the report of the auditors. No longer does 


the report say, as in the past, that the accounts contain 
no intangible assets. 


No Departure 


Mr Ross emphasizes that the omission of reference in 
the auditors' report to the absence of intangible 
assets in the balance sheets involves no real departure 
from the principle followed in dealing with suth-. 
assets. In the past, he explains, it has been contrary 
to the board's policy to allow any amount for goodwill 
or other intangible assets to be included in the 
balance sheets and, at the directors’ request, the 
auditors' report has hitherto contained reference to 
the absence of such items. 

This year's omission of such reference, he says, is 
due to a broadening in the basis of operation of the 
issuing houses in the group which sometimes involves 
temporary or long-term investment at prices con- 
taining premium. Connected with this trend is the 
formation oi Old Broad Street Investment Holdings, 
with.a present capital of £100,000, as a subsidiary of 
Old Broad Street Securities. 

For the benefit of those readers who may have 
little contact with issuing house business, it may be 
explained that most issuing houses have a ‘nursery’ 
subsidiary to finance and carry businesses, maybe" 
for some years, until the time is deemed appropriate 
for offering the public an interest in them. Some 
public companies now quoted in the Stock Exchange 
Daily Official List might never have reached that 
position but for the helping hand of a finance and 
issuing house over a period of years. It is a line of work 
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—1n which the accountancy profession is well repre- 
- fented. 
itation e 
| IFE is full of petty irritations: the girl who uses 
the wrong half of the swing doors; the fellow who 
crosses his legs in the train and wipes the sole of his 
Shoe on your trousers; the man who having told 
his switchboard operator to call you is not available 
when the operator connects. 

Recently, this column became mildly upset over 
the absence of commas in the figures of the Weston- 
Evans (Holdings) Ltd six-year summary. Some may 
feel that this is not much to make a fuss about — that 
so long as the figures are plain to read, what harm is 
done? But the comma punctuates figures as it does 
words and the eye that has been educated from child- 
hood to see at a glance the meaning of £111,180 is lost 
for a moment when faced with {111180. Maybe it is 
4. one more sign of the revolt of these times against 

' what we have been brought up to regard as the 'right 
way'. But whatever it is, it should be resisted. 

What is more extraordinary in this case is that 
having got commas in all the figures in the company's 
actual accounts, they were left out of the ‘Progress 
report of the group' summarizing profits, their 
appropriation, capital, etc., over the last six years. 
Inconsistency is also a petty irritation. 


UNITED DOMINIONS TRUST LIMITED 
Profit and Loss Account for the year ended 30th June, 1963 
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Mine Host 


[D ELATIONS between a company and its share- 
holders are so often so distant that it is good to 
see any effort being made to bridge the gap. Con- 
gratulations may therefore be offered to Mr H. Scott 
Thompson, F.c.A., chairman of Mount Charlotte 
Investments Ltd, for the further effort made this 
year to surround the annual meeting with company 
hospitality. The company is well placed to be hos- 
pitable; besides the Bettafoods and other restaurants, 
it runs a dozen hotels, mainly in the West Country. 

This year’s annual meeting is timed for 11 a.m. on 
a Saturday at the Grand Hotel, Bristol. The company 
has some six thousand shareholders; many can more 
easily get to Bristol than London, and it doesn't 
seem quite fair, the chairman says, that the meeting 
should always be held in London. 

So shareholders are invited to be the company's 
guests at one of its hotels: cocktails at 6 p.m. Friday; 
dinner with members of the board at 8.15 p.m.; 
overnight accommodation; and finally, lunch after the 
meeting on Saturday. And shareholders with wives, 
or husbands, may bring the other half. 

Friday is:an easier night in the provincial cities for 
hotel accommodation as it is the beginning of the 
week-end for those who have to travel around on 
business. This makes it an opportune time for a 
shareholders' get-together. 


; £ EÉ-.— 
PROFIT OF THE GROUP before charging taxation .. 3,027,262 
Deduct: ~ 
p- Taxation based on profit for the year— 
United Kingdom profits tax s SS " 388,138 
United Kingdom income tax  .. js ‘im 1,077,357 
Overseas taxes (after relief for double taxation) S 185,762 
: [,651,257 570,406 
PROFIT OF THE GROUP FOR THE YEAR AFTER CHARGING TAXATION 1,376,005 Loss 76,212 
uct: 
Profit attributable to minority shareholders in overseas subsidiaries .. ge Ei Em 135,683 48,286 
PROFIT ATTRIBUTABLE TO UNITED DOMINIONS TRUST LTD... 1,240,322 loss 124,498 
Undistributed profits of subsidiaries applied to provide for losses of subsidiaries .. ais T — 674,824 
Dividends (net) from subsidiaries out of profits brought forward =... SS m 27,338 359, 
1,267,660 909,565 
Deduct: 
Profit retained in accounts of subsidiaries Ka vi y Sg is T Ka n 17,371 — 
oe DEALT WITH IN ACCOUNTS OF UNITED DOMINIONS TRUST LTD. 1,250,289 909,565 
Transfer from Contingencies Reserve Vas P d a Sg VG — * 110,727 
Balance brought forward ` ;. - T d Dë Es Se 608,623 631,112 
1,858,912 1,651,404 ` 
Deduct: 
"Dividends (less income tax) for the year—~ 
Preference Stock .. S as is ; 68,906 ` 68,906 
Ordinary Stock 3 973,875 . 973,875 
1,042,781 
BALANCE CARRIED FORWARD BY UNITED DOMINIONS TRUST LTD. .. e £816,131 


The relevant notes on [page 192] form part of this account. 
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CITY NOTES 


ITH sudden unexpected bursts of activity 
mixed with equally unaccountable pauses, 


` the stock-markets continue irregularly firm. That 


r 


¿ 


last week’s sudden burst and the pause in the early 
part of this week followed, respectively, wet and fine 
week-ends may be of more consequence than some 
of the deeper reasons provided for the changes in 
market temper. 

It is still, to an extent, difficult to reconcile market 
performance with facts. This week the market has 
been quietly easier despite an almost glowing forecast 
made by the National Institute Economic Review, 
whereas last week the market went ahead without 
apparently any assistance from economic forecasts. 

The swings of the political polls are likely to prove 
of more investment import over the next few months 
than are economic facts and figures. Buying of 
property and steel shares has, of late, suggested a 
speculative view that a political poll swing towards 
the right could get steel and property shares higher 
even though it might not, in the event, mean a 
Conservative majority in the next general election. 

Property, bank and insurance shares have certainly 
lagged behind the broad equity rise and there are 
signs of switching out of risen shares into this class of 
security. Generally, however, market conditions are 
thin to the extent that only modest support or selling 
has sometimes far-fetched effect on quotations. 

* * a * 


HE Chancellor's series of incentives towards 
capital spending have so far been slow to achieve 
the desired results. The Board of 'Trade’s latest survey 
on capital expenditure by private industry, however, 


pimdicates an increase in spending next year of the 


. order of something under 5 per cent on 1963 levels. 


On first consideration that may appear useful 
enough, but the indicated rise must be seen against 
the background of a probable 5 per cent fall this year 
compared with last. At this stage, of course, 1964 
forecasting is necessarily a very provisional affair. 

* * Ka Kä 


HE building society pendulum has once again 

swung towards the: need to attract investment 
funds. Earlier this year societies were tempted to take 
off the lending brake because of an accelerated inflow 
of investment: money, but the more normal pattern 
of heavy mortgage demand has developed again. 

With house prices still rising, particularly in 
London and the south-east, the societies’ funds do 
not go as far as they used to. In 1960, £545 million 
of mortgage lending covered 326,000 separate mort- 
gages. Last year {592 million went on 311,000 
mortgages — the average loan increasing from {£1,670 
to £1,900. 

* * * 
HE hoary subject of non-voting ordinary shares 

. is periodically a matter of hot debate. At one 
recent annual meeting at which a scrip issue in ‘A’ 
shares was considered, a shareholder called non-voting 
‘A’ shares ‘undemocratic’. The point invariably made 
is that no one is obliged to buy non-voting shares, a 
point which falls down completely when a scrip 
issue in ‘A’ shares is offered. A shareholder who sells 
the free issue is to all intents and purposes selling 
part of his original investment. 

Company boards like ‘A’ shares because they are 
such useful ‘take-over’ currency. Adding to the group 
organization on a share exchange basis without 
watering down the voting control is decidedly 
tempting. 


RATES AND PRICES 


Closing prices, Wednesday, August 14th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


Bank Rate 
Dec. 8, 1960 595 Mar. 8, 1962 54% 
July 26, 1961 7% Mar. 22, 1962 5% 
Oct. 5, 1961 54% April 26, 1962 44% 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Treasury Bills ] 
June7 £3 13s 6s3d% July12 £3 15: 666d% 
June 14 £3 13s 8-12d% July 19 £3 155 484d% 
June zx £3 14s 184d%  July26 £3 15s 2°64d% 
June28 £3 14s osod% Aug2 £3 15s 2'26d% 
July 5 £3 15s 3'2ıd% Aug, o £3 13s Song 
i Money Rates 
Day to day 2%-24%, Bank Bilis 
days 24-38% 2 months 316-3175 
Fine Trade Bi 3 months EC d 
4 months 5~st% 4 months 3731/6 
4 months 5—54% 6 months 3#-38% 


6 months 51-695 


^ 


Foreign Exchanges 
New York 2:804 Frankfurt Ir SÉ 
Montreal 3°034 Milan 1739$ 
Amsterdam IOo'10d Oslo 20-02 ` 
Brussels 139°784 Paris 1377215 
Copenhagen 19:351 Zürich 12°09 
Gilt-edged 

Consols 4% "2% Funding 3% 59-69 — 921 
Consols 24% 47 Savings 3% 60—70o 89 4 
Conversion 6% 1972 107} Savings 3% 65—75 82H 
Conv’sion 5194 1974 103} Savings 2596 64-07 — 921i 
Conversion 5% 1971 ror Tre’ry 54% 2008-12 100% 
Conv’sion 34% 1969 9374 ‘Treasury 5% 86-89 974 
Conversion 34% $ Treasury 34% 77-80 83% 

unding 54% 82-84 103% Treasury 34% 79-81 82 
Funding 4% 60-90 96 reasury 2375 47 
Funding 34% 99-04 721 Victory 4% 97% 
Funding 3% 66-68 9244 War Loan 3% 644 
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Forty Accountancy Bodies 


at European Congress 


LATEST NEWS OF NEXT MONTH'S BIG EVENT 


Accountants from twenty-one European countries 
will be among the 2,200 participants in the European 
Congress of Accountants, 1963, to be held in 
Edinburgh from September roth to 13th, under the 


patronage of H.R.H. Tke Duke of Edinburgh. The- 


countries to be represented are Austria, Belgium, 
Cyprus, Denmark, Finland, France, Germany, 
Great Britain and Ireland, Greece, Iceland, Italy, 
Luxembourg, Malta, Monaco, The Netherlands, 
Norway, Portugal, Spain, Sweden and Switzerland. 
In all, forty of the major accountancy bodies in 
Europe will have participants at the Congress, 
which is’ being organized by The Institute of 
Chartered Accountants of Scotland, the host organi- 
zation. 


Foreign Secretary at Opening Session 


With simultaneous interpretation in the three 
Congress languages, English, French and German, 
the opening session will "be held in the Usher Hall, 
Edinburgh, on September roth at 2.45 p.m. when 
The Rt Hon. The Earl of Home, K.T., Secretary of 
State for Foreign Affairs, will speak. In the chair will 
be Mr Alexander McKellar, ca, President of the 
Congress and Chairman of the Congress Policy 
Committee. 

Speakers at the opening session will also include 
WP Dr Wilhelm Elmendorff, President of the 
Union Européenne des Experts Comptables Econ- 
omiques et Financiers aad President of the Institut 
der Wirtschaftsprüfer in Deutschland e.V.; and 
M. F-M. Richard, President of the Ordre National 
des Experts Comptables et des Comptables Agréés 
(France), both members of the Congress Policy 
Committee. 

There will be four business sessions in the Usher 
Hall at which papers will be presented; details of 
these and of those participating were given in The 
Accountant of February 16th last. 

At the closing session on Friday afternoon; 
September 13th, the speakers will include Sir 
Thomas Robson, M.B.E., M.A., F.C.A., a Past President 
of The Institute of Chartered Accountants in 
England and Wales, Mr H. C. Treffers, a Past 
President of the Nederlands Instituut van Account- 
ants, and Mr K..G. Jenson, President of the 
Fóreningen af Statsautoriserede Revisorer (Denmark), 
all members of the Congress Policy Committee. 

Prior to the opening, session there will be two 
religious services, one in St Giles’ Cathedral and the 
other in St Mary’s Roman Catholic Cathedral. 


An ambitious programme of social events has been 
planned for participants, and this commences on 
September gth, with the pre-Congress reception Io: 
approximately 250 delegates and their ladies, by the 
President and members of Council of The Institute 
of Chartered Accountants of Scotland. 


Civic Garden Party 
Following the opening session participants will 


attend a garden party given by the Lord Provost; 
Magistrates and Council of the City of Edinburgh" 


in the grounds of Lauriston Castle. Later the same 
evening there will be a special symphony concert 
given by the Scottish National Orchestra, conductor 
Alexander Gibson, in the Usher Hall. The pro- 
gramme will include Symphony No. 34 in C by 
Mozart and the Brahms Symphony No. 1 in C minor. 
It will also include the Schumann Concerto in A 
minor for Violoncello and Orchestra, in which Miss 
Jacqueline .du Pré, the talented daughter of Mr 
Derek du Pré, Secretary of The Institute of Cost and 
Works Accountants, will be the solo violoncellist. 
The Scottish National Orchestra is well known all 
over the world. Its appearance each year at the 
Edinburgh Festival in concerts and with many of 
the world’s leading ballet companies has gained it 


many friends and admirers. The orchestra pene 


regularly and has taken part in many television 
programmes. Tickets for the concert are on sale to 
participants at the Congress Headquarters, 27 
Queen Street, Edinburgh 2, and The Edinburgh 
Bookshop, 57 George Street, Edinburgh 2, and to the 
public at The Edinburgh Bookshop. 

To accommodate all the Congress participants 
wishing to attend them, four banquets will be held — 
two on Wednesday, September 11th, and two on 
Thursday, September 12th; and for participants not 
attending the banquets arrangements have been made 
for Edinburgh Castle, the Palace of Holyrood House, 
the National Gallery of Scotland and the Royal 
Scottish Academy to remain open until 1o p.m. on 
both evenings. 


Government Reception 


For F riday, September 13th, delegates and deii, 


ladies are being invited to a Government reception 
in Edinburgh Castle, where they will be received bv 
The Rt Hon. Michael Noble, M.P., Secretary: of 
State for Scotland, and Lady Tweedsmuir, M.P., Joint 
Parliamentary Under-Secretary of State for Scotland. 

The final function in the social programme will 
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be the Congress Balls, three of which will be run 
simultaneously in the Assembly Rooms, North 
British Hotel, and the Adam Rooms, George Hotel; 
on Friday, September 13th. 

An exhibition on “European Accounting History’ 
will be held from September 2nd to 14th, in the Hall 
of The Institute of Chartered Accountants of 
Scotland, 27. Queen Street, Edinburgh, and will be 
open to the general public as well as to Congress 
participants. It will show- thé development of 
counting and accounting in many. languages from the 
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earliest times to the end of the nineteenth century. 
Many interesting items will be exhibited, such as 
early calculating equipment, old drawings and 
counting-house accessories. Books have been loaned 
by national university and professional libraries, 
museums, municipalities and individuals in Scotland, 
England and other parts of Europe. 

À smaller exhibition on early Scottish accounts 
will be specially mounted by the Scottish Record 
Office in the hall of H.M. Register House, Edinburgh, 
from September 9th to 14th. 





Correspondence 


Letters must be authenticated by the name and address of 

tke writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for 
the opinions expressed. 


- Presenting the Financial Position 


Sir, - Mr A. H. Taylor must be congratulated on the 
thought-provoking nature of his article in your issue 
of August 3rd. Following a ‘previous article by Mr 
T. E. Gambling in the same vein (The Accountant, 
November roth, 1962), you published a letter from 
me on December 15th, 1962, in which I pointed out 


=the logic in publishing a cumulative cash source and 


re 


disposal statement in the annual accounts.. 

Surely, however, the latest suggestions are going 
too far away from the purpose of accounts for 
shareholders? 

‘The two main accounts should tell us what we have 
done and how we now stand. Both are necessary to 
understanding. It may well be that the balance sheet 


as it now normally appears in print is an imperfect 


method of showing this, but if so the answer lies in 
improving it to that end rather than converting it in 
the way Mr Taylor suggests. Shareholders will, I am 
sure, be interested in the immediate present, not in 
the historical basis of the present, and a few of the 


shareholders in public companies will have held their ` 


shares since the inception of those companies and so 
be relatively uninterested in the growth of original 
capital, however meaningful it may be to accountants. 

In an article entitled ‘Can the balance sheet really 
tell a story?’ published in the January 1963 issue of 
The Accountants Magazine (The Institute of Char- 
tered Accountants of Scotland) I tried to develop the 
theme that a balance sheet ought to attempt an indi- 
cation of the value of the assets and liabilities which, 
taken together with the results being achieved would 


enable an intelligent valuation to be made. I agree 
that ‘balance sheet’ is a bad phrase. There are others, 
and if it could be reformed, the account in question 
could Be worse described than as a ‘Position state- 
ment’. Unfortunately, the term ‘balance sheet’ is 
used in the Companies Act. 


Yours faithfully, 


R. S. WALDRON, FCA. 
London EC2. 


Sir, - Mr A. H Taylor's article on 'Presentation of 
the financial position' is reasonably conclusive in its 
objectivity, for it would seem logical to dispense with 
the term ‘balance sheet’ and to substitute ‘sources 
and disposition of funds'. 

In other words, any attempt to remove-the mystery 
or misunderstanding so often attributed to the 
presentation of balance sheets i in the traditional form 
is to be encouraged. 

The misinterpretation of accounts according, as is 
said, to mood, inclination or purpose, is apparently 
deplorable and, in consequence, [eM is seemingly 
very much overdue. 


Yours faithfully, 


Birmingham. F RANCIS B. WILLMOTT. 


What i is a Case Study? 


SIR, — Is not a case study (your issue of July st 
an exercise describing certain facts and requiring 
solution in the sense that there are several possible 
answers? ; 

Surely the ‘facts’, need not be actual — they can be 
invented to form a hypothetical case study, designed 
specifically to illustrate the point at issue. Of the 
several possible answers, one or more will necessarily 
be nearer to the ideal, or more practicable, or ay 
adopted in a real case study. 

In other words, is there any real difference 
between an exercise and a case study? I very much 
doubt it. Mr Garbutt is quite correct about the 
Harvard origin of the case study, but I suggest that 
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we have tended since then to widen the scope. Most 
case studies that I see and myself use are hypothetical, 
even to the extent of deliberately altering actual 
figures in order to bring out a particular point to the 
student. 

Would Mr Garbutt be satisfied if we differentiated 
between a ‘real’ and a ‘hypothetical’ case study? 
Surely a seminar of top executives would not do an 
exercise! 

And I don’t like his use of the word ‘unique’; why 
is a solution that is adopted unique? Every possible 
solution is unique, i.e. having no like or equal. Why 
not say ‘adopted’ solution? 


Yours faithfully, 
ERNEST K. GROSS, A.C.W.A. 
St Ives, Huntingdon. 


Cash Discounts 


SIR, — I would appreciate readers’ views on a cash 
discount point which has often arisen in my expeti- 
ence. . 

Cash discount terms are stated on invoices, and a 
debtor pays his account less discount after the 
prescribed time has elapsed. . 

His reply, when the discount is disallowed, is that 
a statement was not received within the discount 
period. 

If the amount warranted legal proceedings, would 
this argument be a good defence. 


Yours faithfully, 


V. L. HUGGET'T, a.c... 
Hounslow, Middx. 


Financing Local Government 


Sir, — The report of the subcommittee of the County 
Councils’ Association was, as you stated in a leading 
article on July 27th, ‘thought-provoking’. The rating 
system was, of course, never designed to carry the 
burden of expenditure which it now has to (aided by 
the dubious expedient of Exchequer grants), and : a 
solution to the problem is urgently needed. 


The report, and your comment upon it, seemed to ` 


take it as axiomatic that State education costs — the 
largest single item ~ should continue to be borne by 
the local authorities. Surely at a time when the stand- 
ard of living is rising and prosperity increasing there 
should be a move towards greater freedom in educa- 
tion and towards the expansion of the private educa- 
tion system, which gives the individual freedom of 
choice, and for which he pays himself. The State 
system would thus cease to burden the ratepayers and 
the Exchequer and would concentrate on applying 
education to ES poor and needy who could not afford 


to pay. 


Unless a move in this direction takes place, educa- 


tion will come more and more under State control, 
resulting in sterile uniformity and the dee 
of individualism. 
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The subcommittee, you quote, apparently regards 
the extension of the principle of charges for services 
to education as ‘unrealistic in view of the current 
trend of political and social thinking’, and this is the 
objection that would presumably be raised to the 
above suggestion. Such an objection is, however, 
surely squashed by the results of the survey on 
‘Choice in Welfare’ which are discussed on page 102 
of the same issue of your journal. That survey shows 
that between one-half and three-fifths of the people 
interviewed were in favour of allowing individuals to 
contract out of State schemes for education. . `. 

Surely, sir, the real answer to the problem facing 
the rating system is to remove the greatest one by 
transferring the education system to private control, 
retaining only a fraction under State control, for the 
teaching of the poor and needy. ‘The encouragement 
to free-thinking and individualism which would 
result from such a move could not be other than 
beneficial, particularly to our profession where. 
original thinking counts for so much. 


Yours faithfully, 


Accra, Ghana. J. D. B. OLIVER, A.C.A. 


What Money for the Jam? 


SIR, — My father died recently and left me a small 
` grocer's shop and a collection of stamps. I am running 


the grocer's shop but take no interest whatever in the 
stamp collection. A friend the other day asked me 
whether he could have a 2d Mauritius stamp out of 


‘the collection and offered to give me ten cases of 


strawberry jam in its place. This seemed fair to me 
and I agreed. 

. My book-keeper now wants to know how to record 
the transaction and I have asked two friends of mine, 
both of whom are chartered accountants. One said 
he thought the jam should be brought to account at 
the face value of the stamp, namely 2d, but the other 
said he was not sure as the stamp had been used and, 
in any case, as it was issued in the 1840s, it was 
obviously out of date. 

Could any of your readers help me, please? 


Yours faithfully, 
PUZZLED. 


Depreciation and Stock Valuation 


SIR, — I am accountant to a firm operating a “Do-it- 
yourself” business ranging from furniture and bedding 
to two-wheeled tractors — indeed almost anything a 
handyman could wish to hire. I would be grateful for 
guidance from any reader on the following points: 

(a) suitable methods and rates of depreciation; 

(5) stock valuation; 

(c) the attitude of the Inland Revenue with regard 

to the basis and rates of capital allowances. 


Yours faithfully, 


Burnham, Buchs. TEAPOT (r.c.a.). 
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- Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
the “Annotated Tax Cases. ' 


C.LR. v. Scott 
In the High Court of Justice (Chancery Division) 
July 24th, 1963 
(Before Mr Justice WILBERFORCE) 


Sutor — Farmer — Sale of farming business — 
Balancing charge — Whether assessable to surtax — 
Income Tax Act, 1952, sections 245, 292, 301, 323, 524. 


The respondent, a farmer, sold his farming 
business in 1959, including the plant and machinery. 
The price he received exceeded the written down 
value of the plant and machinery, and he was assessed 
to income tax in respect of a balancing charge 
amounting to £3,205. He was also assessed to surtax 
in that amount. 

It was contended on behalf of the appellants that 
as income tax was a single tax with surtax, the 
provisions of the Income 'Tax Acts for the making of 
assessments in respect of balancing charges were 


_applicable to surtax as well as to standard rate tax. 


The appellants also contended that as section 524 (4) 
of the Act made a final assessment to standard rate 
tax to be also final in estimating total income, the 
surtax assessment in respect of the balancing charge 
was valid on that ground also. It was contended on 
behalf of the respondent that the definition of ‘total 
income' in section 524 (x) referred to income from 


the appellant from any source. The Special Com- 
missioners decided in favour of the respondent. 


Held: in relation to an assessment in respect of a 
balancing charge the sum in question had to be 
treated as if it were trading income of the taxpayer; 
that it was therefore within the definition of total 


income with section 525 (1) and was assessable to 


surtax. 


Dell v. Gray 
In the High Court of Justice (Chancery Division) 
July 25th, 1963 
` (Before Mr Justice WILBERFORCE) 


- Income tax — child relief — Parents living apart — 


Child relief apportioned — No appeal — Same question 
raised in appeal for following year — Whether question 


. appealable — Income Tax Act, 1952, section 213. 


The appellant, who had been living apart from 
his wife since about 1951, and who was separately 
assessed, had two children in respect of whom child 
relief was claimable. On May rxth, 1961, the General 
Commissioners apportioned the relief for 1958-59 
and 1959-60 between the appellant and his wife in 
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the proportions of £45 and £180. There was no 
appeal against this decision, but the appellant 
appealed against assessments made on him under 
Schedule E in respect of those two years. His appeal 
was heard by the General Commissioners on May 
15th, 1962, when the assessments were confirmed. 

The appellant contended that the decision of 
May rith, 1961, was in the circumstances still 
appealable; and that the apportionment of the child 
relief for 1958-59 and 1959-60 should be revised in 
his favour. The respondent contended that the 
decision of the General Commissioners of May 11th, 
1961, had become final and conclusive, as had also 
their decision of May 15th, 1962, in relation to the 
appeal against two assessments. l 

Held: there was no basis upon which either 
decision could be disturbed. 


Stewart v. Glentaggart Ltd 
In the Court of Session — January roth, 1963 
(Before Lord Hunter) 
Income tax — Employment — Managing director's 
appointment terminated — Breach of employment 
contract — Calculation of damages — How tax to be 
brought into account — Finance Act, 1960, sections 37, 38. 

By a minute of agreement, dated July 15th, 1959, 
the defencer appointed the pursuer to be its managing 
director for five years from July 6th, 1959. The 
pursuer was at that time chairman of the company. 
The minute of agreement provided for the payment 
of a basic salary together with a share of the defender’s 
net profit year by year. On October 6th, 1961, the 
defender terminated the pursuer’s appointments as 
chairman and managing director, and the pursuer 
contended that a breach of his employment contract 
had thereby been committed. The defender admitted 
liability, and the sole issue in the action was the 
amount of damages. 

The pursuer contended that he was entitled to 
receive {9,580 in respect of his basic salary from 
October 6th, 1961, to July sth, 1964, and a sum of 
£3,000 representing the share of the net profits of 
the defender, which he would have received, had his 
employment continued during the same period. The 
defender contended that in calculating the amounts 
due to the pursuer there should be a deduction of 
the.total amount of income tax and surtax, that the 
pursuer would have had to pay, had his employment 
not been terminated, including any tax pursuant to 
section 37 of the Finance Act, 1960. 

Held: the calculation of the damages due to the 
pursuer should be made by ascertaining the amount 
which would have been retained by him after 
deducting the amount of tax which he would have 
had to pay if there had been no breach of his employ- 
ment contract; and that from the sum thus calculated 
there should be deducted an amount representing 
the pursuer's liability to tax under section 37 of the 
Finance Act, 1960. S 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, August 7th, 1963, at the Hall of the 
Institute, Moorgate Place, London ECz, there were 
present: 

Mr Robert P. Winter, C.B.E., M.C., T.D., President, in the 
Chair; Mr W. Guy Densem, Vice-President; Messrs G. R. 
Appleyard, W. L. Barrows, J. H. Bell, C. j. M. Bennett, 
P. F. Carpenter, Sir William Carrington, Messrs G. T. E. 
Chamberlain, D. A. Clarke, C. Croxton-Smith, E. Hay 
Davison, W. W. Fea, J. Godfrey, L. C. Hawkins, C.B.E., 
J. A. Jackson, H. O. Johnson, Sir William Lawson, C.B.E., 
Messrs R. G. Leach, c.B.&., R. B. Leech, M.B.E., T.D., 
E. N. Macdonald, ». F, C., R. " McNeil, J. H. Mann, M.B.E., 
RiP. oe W. Bertram Nelson, C.B.E., W. E. Parker, 
C.B.E., S. J. Pears, F. E, Price, Sir Thomas Robson, M.B.E., 
Messrs R. G. Slack, SC Steele, A. G. Thomas, A. H. 
Walton, V. Walton, F. J. Weeks, M. Wheatley Jones, 
E. F. G. Whinney, J. CG Montgomery Williams, E. K. 
Wright, Sir Richard "Y'eabsley, C.B.E. 


Electronic Data Processing 
Residential Courses 


To assist members in the problems which face both 
management and auditor in relation to control of the 
processing of electronic data, the Council is con- 
sidering whether it could usefully institute a series of 
residential courses in which electronic data processing 
would be studied with special attention to the control 
aspects. With this objective the Council has authorized 
the arrangement of an experimental course in January 
1964. The purpose of this experimental course is to 
evolve a suitable programme and cadre of lecturers and 
group leaders and attendance will therefore be by 
invitation only. 


Chairmen and Vice-Chairmen of Committees 
The Secretary reported the appointment of the 
following chairmen and vice-chairmen of committees 
for the ensuing year: 

Disciplinary 
Chairman, Sir Harold Gillett; Vice-Chairman, Mr T. A. 
Hamilton Baynes. 


Education 
Chairman, Mr W. Bertram Nelson; Vice-Chairman, Mr 
E. Hay Davison. 

Examination 


Chairman, Mr J. A. Jackson; Vice-Chairman, Mr J. 


Godfrey. 
. Summer Course 
SE Mr J. A Jackson; Vice-Chairman, Mr J. H. 
ann, 


Examination Results — May 1963 


The -results of the examinations held in May 1963 
were as follows: 











Passed Failed Total 

Preliminary - Sa es 55 143 198 
Intermediate Se 1,043 1,074 2,117 
Final 797 868 1,665 
1895 2,085 3,980 


(The names of the successful candidates and the 


recipients of prizes and certificates of merit are 
published elsewhere in this issue.) 


Registration of Articles 


The Secretary reported the registration of eighty- 
eight articles of clerkship during the last month, the 
total number since January 1st, 1963, being 1,386. 


Admissions to Membership 


The following were admitted to membership of the 

Institute: 

Chapman, Richard Kenneth Herbert, A.C.A., 21963; c/o 
V. W. Motors Ltd, Lords Court, 321 34 St John’s Wood 
Road, London NWS. 

Corkil, Billie, a.c.a., 41963; 55 Wetherby Mansions, 
Earl’s Court Squzre, Kensington, London SW5. 

El-Tahhan, Sabeeh Jabir, B.A.(COM.), A.C.A., @1963; 31 
Danesmoor Road, West Didsbury, Manchester 20. 

Hoyle, Keith, A.C.A., a1963; c/o John Holt Ltd, P.O. Box 1, 
Benin City, Nigeria, 

Lewis, Edward Grosvenor, M.A., A.C.A., a@1963; Garden 
Cottage, Leckhampstead House, near Newbury, Berks. 
Meadows, Peter John, A.C.A., a@1963; 121 Paston Lane, 

Peterborough. 


Fellowship 


The Council acceded to applications from nine 
associates to become fellows under clause 6 of the 
supplemental Royal Charter. 


Incorporated Accountant Members Becoming 
Associates 


The Council acceded to two applications from the 


E 
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following incorporated accountant members for elec- ~~d 


tion as associates under clause 6 of the scheme of 

integration referred to in clause 34 of the supple- 

mental Royal Charter: 

Roberts, Charles Anthony, ASA A, @51956; Deloitte, 
Plender, Griffiths & Co, 5 London Wall Buildings, 
Finsbury Circus, London EC2. 

Sarkari, Noshir Phiroz Dhanjibhoy, A.S.A.A., a1960; 3610 
West King Edward Avenue, Vancouver 8, British 
Columbia, Canada. 


F.S.A.A. 


The Council acceded to an application from an 
incorporated accountant member A.S.A.A. to use the 
letters F.S.A.A. under clause 4 (b) of the scheme of 
integration referred to in clause 34 of the supplemental 
Royal Charter. 


Members Commencing to Practise 


The Council received notice that the following 

members had commenced to practise: 

Ashby, Stanley James, A.C.A., 41961; Norman Cox & Ashby, ~ 
89 Mount Pleasant Road, Tunbridge Wells, Kent. 

Balfour, Michael Selby, A.C.A., @1956; Cooper Brothers 
& Co, and TCoopers & Lybrand, 49 rue Cambon, 
Paris rer, and at Antwerp, Brussels and Rotterdam. 

Birch, Michael James, A.C.A., a1959; Humphreys, Bower & 
Gothard, Queens Chambers, 5 john Dalton Street, 
Manchester 2. 
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Bolton, Gerald Rodney, A.C.A., a1961; Atkinson, Finch & 
Co, Central Chambers, 45/47 Albert Street, Rugby. 
Brahmbhatt, Sureshkumar Bhagwanbhai, A.C.A., 21963; 
S. B. Brahmbhatt & Co, 25 Prout Grove, London NWro. 
Bronnert, John, A.C.A., a1957; Ricketts, Cooper & Co; 77 

Whiteladies Road, Bristol 8. | 

‘Brown, Cyril Henry, B.A., A.C.A., a1960; Annan, Impey, 
Morrish & Co, 24 Ludgate Hill, London EC4. 

Buller, Robert St John, A.C.A., a1957; Thornton Baker & 

' Co, 15 Goldington Road, Bedford, and at Rushden and 
Wellingborough. 

Chapman, Alfred Henry, F.c.a., a1940; TPrice Waterhouse 
& Co, 3 Frederick's Place, Old Jewry, London EC2; for 
other towns see TPrice Waterhouse & Co. < 

Chatwood, Harry Brier, A.C.A., a1963; Thornton Baker & 
Co, 47 Market Square, Witney, Oxon. 

Cornish, Peter John Joseph, F.c.a., a1:952; *Deloitte, 
Plender, Griffiths, Annan & Co, and *Deloitte, Plender, 
Haskins & Sells, United Buildings, Main Street (P.O. Box 
845), Port Elizabeth, and at Cape Town, Durban, East 
London, Johannesburg, Pietermaritzburg, and Windhoek. 

Davda, Prafulchandra Dayalji, a.c.a., a1963; Rajpar, Davda 
& Co, Kassum’s Building, 5 Suleman Street (P.O. Box 

> 3065), Dar-es-Salaam, Tanganyika, and at Lindi and 
*— London (England). 

§Dewar, John Bruse, A.s.A.A., a1959; {tFrancis Dix, Bird & 
Co, P.O. Box 486, Johannesburg. 

Dickey, David Patrick Robert, B.A., A.C.A., 21959; “Robert 
n Watson & Co, ‘Newlyn’, New Street, Lymington, 

ants. 

Douglas, Bryan Kenneth, A.C.A., a1962; *J. K. Douglas & 
Co, Lloyds Bank Chambers, 92 London Road, Liverpool 3. 

Drury, John Victor, A.C.A., 41959; C. Neville Russell & Co, 
11 Poultry, London EC2, and at Egham. 

Fearon, Hugh Patrick, A.C.A., aS1956; A. M. Lerman & Co, 
17 Brandon Street, Birkenhead. 

Field, Derek Bernard Melvin, A.C.A., a1962; Flat 1, 146 
Great Portland Street, London Wr. 

Foster, David John, A.C.A., a1960; 61 Goddington Road, 
Bourne End, Bucks. 

Freeman, Laurence, A.C.A., a1962; L. Freeman & Co, 
27 Dunstable Road, Luton. 

Gibson, Garry Rolfe, a.c.a., a1962; L. Gibson & Co, 14 
Harley Street, London W1. 

Gillam, Philip John, A.C.A., a1961; *Leonard B. Steedens 

ew & Co, 134 West Street, Dunstable. 

Gillgrass, Michael John, 4.C.4., a1959; Thorton Baker & Co, 
no ana & Co, Leefield House, 116 Cardigan Road, 

eeds 6. 

Green, Michael, a.c.a., a1961; Wm. H. Jack & Co, 71 
Baker Street, London Wi. 

Griffiths, Alan Lance, A.C.A., a1965; H. A. Griffiths & Co, 
20 High Street, Cardigan; also at Newcastle Emlyn, ST. 
L. Morris & Co. 


a Indicates the year of admission to the Institute. 

aS Indicates the year of admission to The Society of 

Incorporated Accountants. 

$ Means ‘incorporated accountant member’. 

Firms not marked f tf or * are composed wholly of 

chartered accountant members of the Institute. | 

T Against the name of a firm indicates that the firm, though 

not wholly composed of members of the Institute, is 

composed wholly of chartered accountants who are members 
_of one or another of the three Institutes of chartered 
, accountants in Great Britain and Ireland. 

"Í Against the name of a firm indicates that the firm includes 

an incorporated accountant member of the Institute and is 
composed wholly of members of one or another of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. 
* Against the name of a firm indicates that the firm is not 
wholly composed of members of one or another of the 
three Irstitutes of chartered accountants in Great Britain 
and Ireland. 
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Hannigan, Thomas Kevin, A.C.A., a1962; Fredk. B. Smart 
& Co, 22 Queen Street, London EC4. 

Harris, Derek, A.C.A., a1959; D. Harris & Co, 66 Hempsted 
Lane, Hempsted, Gloucéster. 

Harris, Leslie John, B.COM., A.C.A., a1954; 26 Mill Hill, 
Baginton, Coventry. 

Hayes, Edmund Joseph, A.C.A., a1962; Waugh, Haines, 
Rigby & Co, 34. Castle Street, Hereford. 

Hew, George Washington, A.C.A., a1961; Hew & Hing, 17 
Constant Spring Road, Kingston ro, Jamaica. 

Hing, Richard Ulric, A.C.A., a1957; Hew & Hing, 17 
Constant Spring Road, Kingston 10, Jamaica. | 

Hinton, Dennis Hugh, A.C.A., a1955; Resting & Gwyther, 
2A Churchill Way, Cardiff. 

Holbrook, Robert Charles, F.c.a., 21951; Calder-Marshall, 
Ibotson & Bound, 11/13 Dowgate Hill, London EC4, 
and at Redhill and Slough. 

James, Harold, A.C.A., aS1956; Ricketts, Cooper & Co, 77 
Whiteladies Road, Bristol 8. 

Jones, Elwyn Tudor, A.C.A., 31958; 8 West Street, Epsom, 
Surrey. 

Kenworthy, Eric, A.C.A., G81954; Steel, Ward & Co, 7 
St George’s Square, Huddersfield. 

King, John Michael, a.c.a., aS1955; Sproull, Goddard & 
Co, 28 Great Queen Street, London WCz2, and at Harrow. 

Kirwan, Edward Oliver, A.C.A., @1962; McGillivray, 
Lowe & Co, 105 London Road, Leicester. 

Marks, Howard John, A.C.A., 21958; Howard Marks & Co, 
67 King's Avenue, New Malden, Surrey. 

Mepham, Brian William, A.C.A., 31961; W. Lacon Threlford 
& Co, Liverpool House, 15/17 Eldon Street, London EC2. 

Milling, Alexander Michael, A.C.A., a1959; Thornton Baker 
& Co, Lee House, London Wall, London EC2, and 
41/46 Piccadilly, London W1, also at Horsham. 

Morgan, Mark Sidney Ernest, A.c.A. a@1961; * Walter T. 
Mills & Co, 1 Instone Road, Lowfield Street, Dartford, 
and at Bexleyheath and Gravesend. 

Moser, George Matthew Branthwaite, A.C.A., @1958; 
Matthew Moser & Co, 378 Oxford Street, Daventry. 


Nicholson, John Lomax, F.c.A., a1951; Sprague, Nicholson, 
Morgan & Co, Chancery House, Chancery Lane, 
London WC2, and at Richmond; also at High Wycombe, 
J. B. Nicholson & Co. 

Posner, Melvyn, A.C.A., @1954; 25 Woodland Close, 
Kingsbury, London NW9. 

Rainbow, Stanley William, A.C.A., 21963; W. S. Rainbow & 
Co, 5/7 Saville Row, Newcastle upon Tyne 1, and at 
Hexham. 

Reid, Clive Rodney, A.C.A., a1956; Mervyn Andrews & 
Partners, 11 Marsh Street, Bristol 1. 

§Rindel, Colin Scott, a.s.a.a., a196:; {tFrancis Dix, 
Bird & Co, P.O. Box 486, Johannesburg. 

§Sandler, Leonard Julian, a.s.a.a., a81957; TEL, J. Sandler 
& Co, sth Floor, Reliance House, cnr. Speke Avenue/ 
Moffat Street (P.O. Box 3392), Salisbury, S. Rhodesia. 

Sargent, Alfred Charles, B.A., A.C.A., a1962; Sproull, 
Goddard & Co, 28 Great Queen Street, London WCS, 
and at Harrow. 

Scott, Roy Leonard, A.C.A., 41954; Holden, Howard & 
Co, and Jacobs, Howard & Co, 3 Abchurch Yard, 
London EC4. 

Sheeres, Derek George, M.A., A.C.A., a1955; *Arthur E. D. 
Oddy & Co, 23 Barnfield Road, Exeter. 

Skipper, Michael John Alexander, B.sc.(ECON.), A.C.A., 
41957; Pannell Fitzpatrick Graham &  Crewdson, 
Lennap House, 26 Percival Street (P.O. Box 575), 
Freetown, Sierra Leone, and at Gambia. 

Smith, Peter Dudley Palmer, A.C.A., a1955; Thurlow, 

. Boyce & Co, 1 and 2 Holy Trinity Churchyard, High 
Street, Guildford, Surrey. 

South, Edward Clark,-a.c.a., a1959; *Edward South & 
Son, 14 St Mary’s Street, Whitchurch, Salop. 

Spottiswood, James Arthur, A.C.A., a1959; 29 Clarkes 
Cresent, Eccleston, St Helens, Lancs. 

Stanton, Edward John, F.c.a., ax921; Phoenix Buildings, 
32 West Street, Brighton 1. 
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iri. James Roy, A.C.A., a1959; 4 The Linkway, Barnet, 

erts. 

Summers, John Patrick, A.C.A., a1963; Maidment, Penney, 
Quick & Co, 43 Aldwych, London WC2a. 

Sutton, Brian Hague, A.C.A., a1962; Griffiths & Sutton, 
152—154. Lord Street, Southport. 

Tompsett, Michael John, A.C.A., 41959; Weavers & Co, 
1-4 Finsbury Court, Finsbury Pavement, London EC2. 

Viner, Gordon, A.C.A., 21963; 64 Panton Road, Hoole, 
Chester. 

Watchorn, Ian Sidney, A.C.A., a1961; TLeslie Jackson & 
o, Eagle House, 109/110 Jermyn Street, London 

I 


Watts, Thomas Roland, F.c.a., 21939; TPrice Waterhouse . 


& Co, 3 Frederick's Place, Old Jewry, London EC2; 
for other towns see T Price Waterhouse & Co. 


Welch, Peter John, A.C.A., a1961; 27A Old Warwick Road, 


Olton, Birmingham 27. 
Wilkinson, Brian, A.C.A., aS1954; Hirst & Elmslie, 19 
King's Head Buildings, Cloth Hall Street, Huddersfield. 
Williams, Philip Roy, A.C.A., a1961; H. Gei Smith, 18 
Bridge Street, Knighton, Radnorshire. 


Admission to Membership under the 
Scheme of Integration 


'The Council acceded to one application for admission 
to membership of the Institute under clause 4 of the 
scheme of integration referred to in clause 34 of the 
supplemental Royal Charter. One application under 
clause 5 was refused. 


Re-admission to Membershin 


Subject to payment of the amount required by the 
Council, one former member of the Institute was 
re-admitted to membership under bye-law 38. 

It was reported to the Council that the following 
re-admission, made at the Council meeting on July 3rd, 
1963, subject to payment of the amount required, had 
become effective: 

Indaravijaya, Sangvian, B.A., A.C.A., 81959; School of 


Commerce and Accountancy, ‘Thammasat University, 
Bangkok, Thailand. 


Change of Name 


The Secretary reported that the following change of 
name has been made in the Institute’s records: 
Kenneth Karl Norbert Henley to Kenneth Karl Henley. 
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Resignations 


The Council accepted the resignations from member- 
ship of the Institute of: 


Burton, Walter Levingston, F.C.A., a1922; P.O. Box 86, 

- Puerto de la Cruz, Teneriffe, Canary Islands. 

Garforth-Bles, Michael William, F.C.A., 21939; Darfield, 
Berkhamsted, Herts. 

Merttens, Victor Herbert, C.B.E., B.A., F.S.A.A., 481934; 
oe House, 'lirkers Lane, Champreys, near Tring, 

erts 

Rimmer, William, rF.C.A., a@1921; Marche Manor Farm, 
Halfway House, near Shrewsbury. 

Schokman, Donald William, F.c.a., 41939; I Talian Place, 
Kalubswila, Dehiwela, Ceylon. 

Sewell, Oscar Harry, F.C.A., 41914; 1 Nottingham Road, 
Burton loyce, Nottingham. 





Deaths of Members 


The Council received with regret the Secretary's 
report of the deaths of the following members: 


Mr Tom James Bethell Adams, F.c.a., St Albans. 
» Sidney Richard George Andrews, F.C.A., Hastings. 
, Rupert Noel Barnett, T.D., F.C.A., "London. 
„ Frank Booth, F.c.a. , Cheadle, Cheshire. 
»» Robert Honeyman Brown, A.C.A., Brighton. 
, Francis St George Caulfeild, M.A., F.C.A., Hereford. 
John Frederick Chapman, F.C.A., West Hartlepool. 
Sir Robert Chapman, Bt., C.B., C.M. G., C.B.E., D.S.O., T.D., 
B.A., D.L., F.C.A., South Shields. 
Mr Norman Allport Charlton, F.C.A., Enfield. 
» Edgar Ralph Collar, r.c.4., Cheshunt, 
» John Arthur Cooke, F.c.a. , Michigan, U.S.A. - 
»» Robert Walter Cross, D.F.M., FICA., EE 
» Winston Ronald Dillon, F.c.a., London. 
» James Edward Doherty, F.c.a., Sligo, Eire. 
., Edgar Dutton, F.C.A. , Chester. 
» Arthur Frederick Huntley, F.C.A., London. 
» Joseph Odom Johnson, F.C.A., Lincoln. 
» Leonard Kent, F.c.a., London, Ontario. 
» George Wesley Roberts, F.c.A., Bradford. 
» John Hennessey Seth, F.s.A.a. , Hong Kong. ` 
» Henry Arnott Sisson, O.B.E., M.A., F.C.A., Newcastle - 
upon Tyne. 
» David Mark Thompson, A.C.A., London. 


Y 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 2rst, 1948, at 
hearings held on July 3rd, 1963. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Henry 
Alan Kellie, ¥.c.a., was at the General Session held in 
the Old Bailey on March roth, 1963, convicted on 
indictment for that he with intent to defraud and to 
the prejudice of Her Majesty The Queen and the 
Commissioners of Inland Revenue delivered or 
caused to be delivered to one of Her Majesty’s 
Inspectors of Taxes an annual return of income which 
to his knowledge contained a false statement (nine 
offences), so as to render himself liable to exclusion or 


suspension from membership of the Institute. The. 


Committee found that the formal complaint against 
Henry Alan Kellie, F.c.a., had been proved and the 
Committee ordered that Henry Alan Kellie, F.c.a., 
of ‘Steddles’, Itchenor, Chichester, Sussex, be excluded 
from membership of the Institute. 


- that th 


Overdue Subscriptions 


The Committee heard 138 formal complaints preferred 
by the Investigation Committee each to the effect 
e member concerned had failed to pay within 
four months of January 1st, 1963, the subscription 
then due and payable by him so as to render himself 
liable to exclusion or ‘suspension from membership. 
The committee, having found the complaint proved 
in every case, 

(a) ordered that each of the following thirty-one a 
members be excluded from membership of the. 
Institute: 

GE Ahmad Afzal, F.C.A., 175 Coombe Road, Croydon, 
urrey 
Brian Melton Bateman, F.c.a., Chartered Bank Buildings, 
Calcutta 1, India. 


Thomas Broadley, ¥.C.A., 5 Shaftesbury Avenue, Sandiacre, 
Nottingham. 
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William Milton Carter, F.C.A., 16 Frederick Street, Marshalls, 
Johannesburg, South Africa. 

Hugh Collins, F.c.a., 54 Cannon Street, London EC4. - 

ark Garnett Cooper, F.C.A., The Grove Hotel, Grand 

Parade, Bath. 

Walter Driver, F.c.a., Court Chambers, North Street, 






Keighley, Yorks. 

Ezzat El m A.C.A., 34 Bahgat Ali Street, Zamalik, 
Cairo, Egyp 

Oswald Note Ellis, F.C.4., Equity House, Uplands, 
Swansea. 


John Brierley Fletcher, F.c.a., 125 Cliff Road, Hornsea, Yorks. 
William Reginald Glossop, F.C. A., Martins Bank Chambers, 
25 Sunbridge Road, Bradford. 
Reginald William Goad, F.C.A.. I2 Dean Park Road, 
Plymstock, Plymouth, Devon. 
Ernest Harold Carsley Harding, F.c.a., 7 Linenhall Street, 
Belfast. 
Thomas Stanley Howard, F.c.a., 5127, Notre Dame de 
Grace Avenue, Montreal 28, P. Q. ., Canada. 
Isarankurah, F.C.A., Kasem Sopon Lane, Bang- 
Kra-Bue, Bangkok, Siam. 
Kenneth Alan Gilder Jeffries, A.C.A., 13 Brantwood Road, 
` Herne Hill, London SE24. 
< Leonard Jennings, F.C.A., Deer Pond Cottage, Moor Park, 
Northwood, Middlesex. 
William Halstead Key, r.c.a., The Priory, Pembury, Kent. 
Padam Lal Khanna, ». COM., F.C.A,, Haldwani, District 
Nainital, India. 
Charles McCormick, F.C.A., 57 St Mary's Grove, Chiswick, 
London W4. 
Eric James Molyneux, F.c.a. » Spring Cottage, Byrons Lane, 
Macclesfield, Cheshire. 
Neville John Organ, A.S.A.A., P.O, Box 11216, Johannesburg, 
South Africa. 
Norton Wallis Osborne, F.C.A., 12 St Margarets Terrace, 
St Leonards-on-Sea, Sussex. 
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George Maurice Pain, F.c.a., P.O. Box 3, Njoro, Kenya. 
John Frederick Parnaby, F. GA 4 3316, Castera Avenue, 
Glendale 8, California, U.S.A. 
Sidney Hugh Reilly, A.C.A., Exchange Buildings, Queen 
Street (Quayside), Newcastle upon Tyne 1. 
eg Louis Sanders, A.C.A., 34 Farm Estate, Penkridge, 
Late 
Ian Whitmore Devenick Stones, A.s.a.a., 802 West Walk, 
West Street, Durban, South Africa. 
ee Mohan Sur, F.S.A.A., 46 Garcha Road, Calcutta 19, 
ndia 
Harry Vaizey, M.C., F.C.A., Courcelles, Southfields, Speld- 
hurst, near Tunbridge Wells, Kent. 
Robert Waring, F.C.4., 95 Newlands Drive, Morley, Leeds. 


(b) decided that, of 107 members who had tendered 
the full subscription before the date of the 
hearing, fourteen be reprimanded and seventy- 
six admonished and that no action be taken 
against seventeen, and that there existed special 
circumstances which justified the omission of 
the name of the member from the publication of 
the finding and decision in each case, with the 
exception of the following six of the members 
who were reprimanded: 

Gordon Lovatt Davies, A.C.A., 10 Severn View Drive, 

Eardington, Bridgnorth, Salop. 

James Alec Finlayson, F.c.A., 2708 Marie Street, Ottawa 14, 

Ontario, Canada. 

Wilfred Goodwin, F.c.a., 68 High Lane, Chorlton-cum- 

Hardy, Manchester 21. 

George Frederick John Lambert, F.c.a., 55 Fleet Street, 

Torquay, Devon. 

John Oliver, F.c.a., 239 Chestergate, Stockport, Cheshire. 
ooo. John Redmond, A.C.A., 12 Cecil Avenue, Sale, 
esnire. 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


Accounting for Costs of Capacity. (National Association of 
»— Accountants). New York. 1963. (NA A. $2.00.) 
Accounting for Economists; by R. Mathews. Melbourne. 
1g62. (Cheshire, 505.) 
Accounting Practices in Árgentina; by G. G. Mueller. 
Washington. 1963. (University of Washington, 16s.) 
Accounting Practices in the Netherlands; by G. G. 


16s. 

Accounting Practices in Sweden; by G. G. Mueller. 
‘Washington. 1962. (University of Washington, 12s.) 

Control Accounting by Function: a practical guide to 
budgetary control in industry ind commerce; by A. 
Dixon. 1963. (Gee, presented, 215.) 

A Critical Study of Accounting for Business Combinations; 
by A. R. Wyatt. New York. 1963. (American Institute 
of C.P.As., presented, $1.50.) 

The E.E.C. Reports on Tax Harmonization: the report of 
the fiscal. and financial committee . . . (European 
Economic Community). Amsterdam. 1963. (International 
Bureau of Fiscal Documentation, 80s.) 

Financial Statements: forms, analysis and interpretation; 

p. by R. D. Kennedy and S. Y. McMullen: fourth edition. 
*" Homewood, Illinois. 1962. (Richard D. Irwin, presented 
by Accountancy. ) 

'The General Rate: second edition; by C. D. Bailey, R. A. 
Lake (and others). 1963. (Rating and Valuation Associa- 
tion, 455.) 

Guide to Commonwealth Income Tax: eleventh edition; by 
J. A. L. Gunn and M. Mass, Sydney. 1963. GUESS 
worths, 505.) 


e Washington. 1962. (University of Washington, ` 


Hire-Purchase and Credit Sales; by W. D. Park: third 
edition. 1963. (Oyez Publications, 12s6d.) > 


Income Tax for the Clergy: a practical guide; by Rev. J. E. 
Gilbert, F.c.a. 1962. Supplement 1963. (S.P.C.K., 
presented, gs 6d.) 


The Merchant's Magazine: or, Trades Man's Treasury 
by E. Hatton: sixth edition. 1712. (Francis Edwards, £63 


Quantitative Analysis for Business Decisions; by H. 
Bierman, L. E. Fouraker and R. K. Jaedicke. Homewood, 
Illinois. 1961. (Richard D. Irwin, 715.) 


Questions and problems for Financial Statements: form, 
analysis, and interpretation; by R. D. Kennedy and 
S. Y. McMullen. Homewood, Illinois. 1962. (Richard D. 
Irwin, presented by Accountancy. ) 


Report from Select Committee on Nationalised Industries: 
the electric supply industry: volume 1: report and 
proceedings. (Select Committee on Nationalised Indus- 
tries). 1963. (H.M.S.O., 118 6d.) 

Stock Exchange Precedente for the Professional; by 
Nedlaw. (1963). (Straker Brothers, 35s.) 

Tax Harmonization in Europe; by A. Dale. 1963. (Taxation 
- Publishing, presented, 30s.) 

A Textbook of Business Communications; by R. T. 
Chappell and W. L. Reed. 1963. (Macdonald & Evans, 
175 6d.) 

Valuation for Rating 1963; by B. W. Metcalf. 
(Royal Institution of Chartered Surveyors, 115.) 
Work Study in the Laundry and Dry Cleaning Industries; 

by J. W. Hendry. 1963. (Iliffe, 25s.) 


1963. 
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' . A Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN: ENGLAND AND WALES 


Special Meeting of Members 


A. special meeting of members of the Institute will be 
held on Wednesday, September 4th, 1963, at the 
Hall of the Chartered Insurance Institute, 20 
Aldermanbury, London EC2, at 2. 30 p.m., for the 
purpose of considering amendments to the Royal 
Charters and bye-laws to give effect to the proposals 
to incréase admission fees and annual subscriptions. 


THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


At a recent meeting of the Executive Committee of 
the Chartered Accountants’ Benevolent Association, 
the chair was taken by Sir William Carrington, F.C.A., 
President of the Association, and nine members were 
present. 

Applications for assistance 


Seven new applications for assistance were considered. 
In one case a donation and in four cases grants were 
made; in another case an application by a member 
and his wife to enter one of the homes of Crossways 
Trust was approved; the seventh application was 
refused. 

One of the new cases was that of a member, married 
with two children, who owing to illness had been 


unemployed for several months and had got into: 


debt. His debts were paid and a temporary grant of 
{£400 per annum was made. 

Twenty-two applications for further assistance were 
considered; in sixteen cases the grant was renewed; 
in three cases the grant was increased; in three cases 
the grant was reduced owing to improved circumstances. 


Matters reported 
Seventeen cases were reported where changes in 
circumstances had occurred and grants were adjusted 
Or donations made in appropriate cases. 


Special Fund 


One application for further assistance was considered 
and the grant was renewed. 


PROFESSIONAL NOTICES 


Messrs Farrow, Bersey, Garin, Vincent & Co, 
and Messrs LAYTON-BENNETT, BILLINGHAM & Co, 
announce that, whilst their separate practices will 
continue, they have formed a joint firm under the 


name of LAYTON-BENNETT, Farrow & Co, with ` 


offices at 23 Blomfield Street, London EC2, and 53 
New Broad Street, London EC2. The partners in the 
joint firm are Messrs A. P, Hucues, r.c.a., W. R. 
MIDDLETON, M.B.E., B.A., F.C.A., and P. N. GRINDELL, 
M.A., F.C.A., of FARROW, BznsEY, GAIN, Vincent & Co, 
and Messrs J. D. GREEN, Sea, T. D. WALKER, 
M.B.E., F.C.A., and B, J. HERRING, A.C.A., of LAYTON- 
BENNETT, BILLINGHAM & Co. 
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Messrs LESLIE Jackson & Co, Chartered Account- 
ants, announce that Mr LESLIE JACKSON, F.C.A., 
retired from the partnership on June 3oth, 1963. The 
partnership is being carried on under the style of 
LESLIE JACKSON, ELLIS & Co, Chartered Accountants, 
by Mr Eric W. ELLIS, C.A., Mr FRANK ELLIS, C.A., 
and Mr Jan S. WATCHORN, A.C.A., at Eagle House, 
Iog-110 Jermyn Street, London SW: , and at 7 The. 
Town, Enfield, Middlesex. 


Messrs McLiINTOCE, Moores & RE Chartered 
Accountants, of 156 St Vincent Street, Glasgow (72; 
announce that Messrs Kerr, Mac Son & MÁACFARLAN, 
Chartered Accountants, of 100 Wellington Street, Glas- 
gow Cz, have become associated with them and that 
Mr Joun A. STEWART, C.A., a partner in the latter 
firm, has been assumed as a partner in MCCLINTOCK, 
Moores & Murray with effect from July rst, 1963. 


Messrs Kerr, Maclson & MacrARLAN, Chartered 
Accountants, of roo. Wellington Street, Glasgow Ca, 
announce that, whilst their separate practice will 
continue as before, they have become associated with 
Messrs McLiNTOCK, Moores & Murray, Chartered 
Accountants, of 156 St Vincent Street, Glasgow C2. 
Mr JOHN A. STEWART, C.A., who continues as a partner 
in Kerr, Mac son & MACFARLAN, has been assumed 
as a partner in McLiNTOCE, Moores & MURRAY, with 
effect from July. rst, 1963. . 


Messrs PRICE WATERHOUSE Pear & Co, Middle East 
firm, announce that Mr L. C. GULLAN, C.A., is now 
resident manager of their office in Aden. 


Messrs TICKNER & Co, Incorporated Accountants, 
of r4 Liverpool Gardens, Worthing, Sussex, announce 
that they have opened an office at 46 West Street, 
Chichester. Telephone: Chichester 85441. The office 
will be under the management of Mr P. A. B. IDE. 


Messrs WINTER, RoBINSON, Sisson & BENSON, 
Chartered Accountants, of Newcastle upon Tyne, 
announce with regret the death on July 2oth, 1963, 
of their senior partner, Mr Henry ARNOTT SISSON, 
O.B.E., M.A., F.C.A. 


P. D. LEAKE RESEARCH FELLOWSHIP 


Mr G. A L, Jenkins, B.soc.sc., A.C.A., of Solihull, 
Warwickshire, has been appointed to a P. D. Leake 
Research Fellowship tenable in the University of 
Birmingham for the academic year 1963-64. Mr Jenkins, 
who was admitted to membership of The Institute of 
Chartered Accountants in England and Wales in 1958, 
proposes to conduct research into 'the application of 
economics to the problems of the firm’... 


RELIEF FROM DOUBLE DEATH DUTIES: 
FRANCE 


The convention with France for the avoidance of 

double taxation with respect of duties on the estates of 

deceased persons has now been published as the 

e to an Order in Council numbered S. I. 1963, 
O. 1319. 
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SCOTTISH INSTITUTE'S 
RESIDENTIAL E.D.P. COURSE 


he fifth introductory E.D.P. course to be arranged 
by The Institute of Chartered Accountants of Scotland 
will be held at the Hotel Dunblane, Dunblane, Perth- 
-Mhire from October 28th to November ist next. The 
inclusive fee will be £21. The sessions will normally 
run from 9 a.m. to 6.30 p.m. each day, leaving the 
evenings free for informal discussion. The subjects 


‘covered will include ‘Programming and the computer’, 


‘Existing computer hardware’, ‘Small computer appli- 
cation’, ‘Medium computer application’, ‘Operations 
research and the accountant’ and ‘Computer audits and 
the accountant’. 

While all the speakers are not yet settled, they will 
include men who are prominent in this field. Mr A. B. 
Frielink, director of The Netherlands A DP Research 
Center, will be in the chair and will speak at the final 
session on “Computer audits and the accountant’. 

Following on the experience of the first advanced 
course held in November 1962, the programme for this 


course has been extended and intensified; and even 


members who have attended previous introductory 
courses should therefore find that this more up-to-date 
and more intensive course will be of benefit to them. 
A greater element of student participation is also being 
introduced into this course and it is hoped there will 
be a substantial enrolment. Application forms may be 
obtained from the Institute's offices, 27 Queen Street, 
Edinburgh 2, and the closing date for applications is 
September goth. 


SCOTTISH CHARTERED ACCOUNTANTS 
IN LONDON 
The London Discussion Group of The Institute of 


Chartered Accountants of Scotland announce the 
following lecture meetings to be held during the 1963- 


DA session: 


December 9th: ‘Export finance’, by Sir Laurence Menzies, 
' Adviser to the Governors of the Bank of England. 


January 20th, 1964: ‘A broker's approach to profits 
insurance’, by Mr F. K. Thomson, A.c.1.1. 
The meetings will be held in the Oak Hall of the 
English Institute, Moorgate Place, London ECa2, 
commencing at 6 p.m. 


MANCHESTER CHARTERED ACCOUNTANT 
STUDENTS 


Residential Course 


The seventh residential revision course to be arranged 
by the Joint Tuition Committee of the Manchester 
Society of Chartered Accountants and the Manchester 
Chartered Accountants Students! Society is to be held 


, during the period September 23rd-27th, at Lyme 


all, near Stockport. 
The primary object of the course, which is open to 


student members of the Manchester, Preston and. 


Blackpool students’ societies, is to assist students in 
their pre-examination revision and for this reason 
priority will be given to candidates in the Institute's 
examinations to be held next November. Priority will 
also be given to students who live too far away from 
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Manchester and Preston to attend the Saturday morn- 
ing or Thursday evening lectures. 
The subjects covered by the syllabus will be dealt with 


bya variety of lecturers and a separate series of lectures 


will be given for Intermediate and Final candidates. 
In addition there will be opportunities for discussion 
with the lecturers and a resident tutor will be available 
throughout the course. Students who’ have attended 
previous courses have found them to be of great 
valué and it is hoped that this year’s course will be 
well supported. 

The fee is £13 2s 6d and this covers all charges in 
respect of tuition, board and lodging: a further 5s 
will be charged to members who use the special bus 
which is arranged for the journey from Manchester to 


-Lyme Hall and return. Further details are available 


from the honorary secretary, 46 Fountain Street, 
Manchester 2. 


COSTING FOR PLANNING AND CONTROL 
Residential Course at Birmingham University 


*Costing for planning and control', will be the theme 
of a residential course organized by the Institute for 
Engineering Production at the University of Birming- 
ham, to be held from October 14th to 25th. 

The object of the course is to present a background 
of the financial aspects of production management, and 
in particular, of cost accounting methods and procedure, 
and to consider in some detail forms of cost analysis 
appropriate to some of the most frequently encountered 
problems of management. The course is intended 
primarily for those engaged in general management and 
more specialized functions such as design and develop- 
ment, production engineering, work study and peace. 
tion planning. 

Further particulars regarding the course may be 
obtained from the Institute for Engineering Production, 
16 Norfolk Road, Birmingham 15. 


ECONOMIC CONDITIONS OVERSEAS 


A further booklet in the 1963 series dealing with 
economic conditions in member and associated 
countries of the Organization for Economic Co- 
operation and Development has recently been issued 
covering Austria. Copies of the booklet are obtainable 
from H.M. Stationery Office, price 35. 


THE ACCOUNTANT BY AIR 


The advantages of keeping completely up to date 
are obvious. Overseas readers of The Accountant 
may receive their copies of each week’s issue 
within a few days of publication by subscribing 
for the airmail edition printed on special thin 
paper of high quality. The subscription for the 


airmail edition is £7 15s a year, including ad- 
ditional postage, irrespective of the country to 
which copies are sent. 

Readers abroad who are interested in receiving 
the airmail edition, or anyone who may wish to 
send The Accountant to relatives or friends 


overseas, should write to the Subscription 
Department, 151 Strand, London WC 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


RESULTS OF EXAMINATIONS HELD IN MAY 1963 
FINAL EXAMINATION 


Certificates of Merit and Prizes Awarded 


First Certificate of Merit, the Institute Prize, the W. B. Peat Medal and Prize and the Plender Prize for the paper on Taxation 
Ling, William Oswald (O. A. J. Ling), Derby 


Second Certificate of Merit, the Walter Knox Scholarship, the Frederick Whinney Prize and the Plender Prizes for the obs on Advanced ` 
Accounting (Part I) and English Law (Part IT) 
Guinness, Geoffrey Neil (H. G. P. Greenwood), London 


Third Certificate of Merit er the Plender Prize for the paper on Seventh Certificate of Merit and the Plender Prize for the paper on 





H 


uditing General Financial Knowledge, Cost and Management Accounting 
Jenkins, Brian Garton (B. À Maynard), London Catto, Alistair William Gillespie (J. 'T. Corbett), London u 
A 
Fourth Certificate of Merit and the Charles M. Strachan Prize Seventh Certificate of Merit SE 
Dunkerley, Geoffrey James (H. Keate), Manchester Martin, Patrick Noel (F. D. yog) Walsall ^ 
Rogers, John David Michael (R. G. Smith), London 
Fifth Certificate of Merit and the Plender Prize for the paper on 
English Law idi I) Tenth Certificate of Merit 
Putt, Alan Edenund (J. H. Sisson), London í Craighill, Brian (W. Moss), Ashton-under-Lyne 
Sixth Certificate of Merit and the William Quilter Prize . Plender Prize for the paper on Advanced Accounting (Part IT) 
EE Damianos (T. H. How), London Groves, Roger Edward Vane (P. W. Barrows), Birmingham ` ` 


Full List d Names of Successful Candidates S 


(The : name shown in brackets i is the name of the E to whom the clerk has been articled. Where the name of the principal is not given 
the candidate is a former bye-law candidate of the Society continuing his qualifying service not under articles.) 


Abbott, A. W. u A. Sudell), Lendon Beattie, A. O. (J. E. n ODPO Carlisle 
Adcock, R. A w Mirni London S pean B. H. M. (R. Martin), Cardiff 
Addey-Jibb, S F. @, S. Pullan), Leeds Bellis, "m S N. EA Kendal 
Adelekan, J. O . (R. V . Bell), London Benn, C. W. (L. N. anger. Ee 
Adkins, R. E. (F. B. Murray), Birmingham Benn, M. A. (The Hon. J. W. Remnant), London 
Adlington, C. (R. H. Nicholson), London Bennett, C. R. E. (C. H. King), London 
Ahmad, S. ACA CH H. SE London Bennett, L. P. H. (T. J. L. Milner), London 
Ajania, N (A. D. Young), New Malden Berry, R. J. (D. J. Hadley), Birmingham 
Aked, A. P. (A. F. Pownall), Manchester Berwick, G. R. G. (P. C. Rutland), Croydon - 
Akeroyd, D. E. G. (C. E. cara peer Nottingham Bibby, B. A. (R. G. Bayley), Blackpool l 
Al-Askari, J. (P. C. Earn London Binstead, M. T. H. (D. J. Duthie), London 
Ali, A. (M. Bennett), London Blackstone, C. J. R. (J. T. Corbett), London 
Ali, I e Jacobs), London Bleach, P. S. (C. Pomii ed. London 
M. A (R. L. Wells), London Blyth, J. D. F. (F. H . Taylor), London 

Allday, J. P. (J. F. T. Nangle), London Bonham, D. B. (G. A. H. Oliver), Abergavenny 
Allen, A. A (L. J. Ive), London Boocock, K. (C. W. Allan), Bradford 
Ambler, T. F. T. (P B. Proctor), London Booth, D. M. (J. H. Wilkinson), Manchester 
Anderson, B. P. (G. N. Taylor), Newcastle upon Tyne Bowers, F. I. (Mrs) (H. J. R. Roffe), Godalming 
Anderson, R. K. (F. W. Charles), London Bowers, J. A. T. (N. R. Mann), London 
Anderson, S. N. (R. eee London Bown, M. R. (B. E. Brown), Cardiff 
Angliss, K. E. te R. Pollott), London Bowry, J. C. [E: A. Haynes), London 
Anslow, A. L. (G. G. Youngs), Norwich Boyd, C. G. (F. Warren), Camborne 
Apap-Bologna, P. (D. W. Robertson), London ; Braden, S. F. (J. A. Adams), London 
Archdale-Smith, A. (D. H. Tonkinson), Worthing Brady, J. V. s H. Russell), Birmingham 
Archer, D. K. AE G. Denm Birmingham Branch, B. E. (C. Couchman), London 
Armbrister, M. A. (R. K. Briscoe), London Bray, G. J. A. Edwards), Manchester 
Ashraf, M. (N. T. Bell), London ` Brewer, W. R. (J. C E Liverpool ` 
Avery, W. F. (W. W. ard), London Brocklehurst, D. (F. W. Carder), Stoke-on-Trent 

. Brooks, J. M. A. (J. R. Briggs), London 
Baird, W. H (W. S. Rainbow), Newcastle upon Tyne Brooks, R. J. (E. Heginbotham), Nottingham : 
Barber, M. G. (C. E. Peers), London Brown, C. P. (J. W. Berriman), Middlesbrough 
Barrett, A. R. (J. K. Snow), Scarborough Brown, J. J. (B. C. Scurr), Alton 
Barrett, I. J. e H. Green), Southampton Brown, M. P., London " 
Barrett, M. W. (L. G. Spencer), Newcastle upon Tyne Brown, P. C. C. (T. L. Mawhood), London D 
Bass, J. M. (C. K. Frost), Leeds Brown, BR H. (F. J. Gaston), London p s 
Bates, D. C. (C. E. West), London Brown, W. B. P. (B. C. Kirk), Birmingham 
Bates, M. L. (E. J. Gamble), London Buckingham, J. L. (formerly. with T. L. Plewman, decd), Bedford 
Bates, R. J. (C. N. Smellie), London Buckley, A. A. (P. S. PCR London 
Bathfield, P. R. S. (W. A. Hand), London Buckmaster, J. M. N. (L. K. Wootton), Winchester 
Baverstock, M. J. (S. T. Farmiloe), Birmingham Bullock, F. D. M. (K. B. Bristow), London 
Bawtree, C. O. (S. R. Stammers), Brighton - Bumby, J. (D. R. Fendick), Manchester 
Bayley, N. (T. W. Berriman), Middlesbrough Bungard, M. N. Ge E. Webber), Worthing 
Baylis, G. M. S. (R. F. Sumner), London Burdon, R. T. (T. H. Burdon), Bradford 
Beaton, N. (T. L. C. Clarke), Plymouth : Burgess, C. J. H. (H. J. Williams), London 


August 17th, 1963 


Burridge, W. (G. A. T. Scutt), Truro 

Burton, P. T. (C. M. Foxon), Nottingham 

Bush, J. L. (K. Todd), Leicester 

Bushell, T. G. (H. D Lambert), Birmingham 
/ "Butler, R. P. (C. S. G. Kealey), London 

Butler-Cole, D. F. (H. Wilcock), London 


Callow, M. (G. H. Tester d 

Cam se nes, K. R. (G. F. Elsworth), Liverpool 
Candish, K. G. (R, B. De Zouche), Liverpool 
Cantrell B . (J. W. Margetts), London 

Carlin, C., Manchester 

Carter, J. R. (D. A. Watson), Leicester 

Carter, R. M. G. (S. V. Turner, Manchester 
Catterall, A. H. (L. D. Hayward), Liverpool 
Catto, A. W. G. (J. T. Corbett), London 
Caulfeild, x A. Ur AR. K. mue London 


VE 


"ml 


Claph = M. D. gie H. Lewis), Wolverhampton 
. (G. A. a ERE Tunbridge Wells 
. (W. H. n Dig Chelmsford 

. H. d EE 

L. Cung 

Clark, R wae W. Margetts), osda 


Clarke, I. A. (R. L. Patchett), Scunthorpe 
Clemmit, J. E. (P. H. Dobson), Leeds 
Cliffe, G. F. (R. S. dose POOR 
Clough, I. R. D. T. Veale), Le 

yde, T. Mc . À. quen London 
Coe, D. B. (J. W. Richardson), Sheffield 


Colclough, M. E. (K. V. Longbottom), Stoke-on-Trent 
. (D. C. Hobson), Gage 
Cole, B. P. È. (A. Salter), 
Coleman, B. R. (L, F. 
Collier, À P. J : (K. W. s in, Leicester 
8 


H. C. Mounsey), Liverpool 
Coltart, M. (D. J. a London 
Constantinou, D. is . How), London 

Cook, M. S. E i 


oe T : r^ C. Makinson), SE on. Trent 
RE E. H. E R. Se spun London 


Crabtree, T E. (J. B. Longbottom), Harrogate 
Craighill, B. (W. oe) Ashton under Lyne 
Cripps, AT. (F. N. Cottrell}, Eastbourne 
Cxosbie, S. (R. C. Johnston), Liverpool 
Crosby, R. (G. H. B. Rowlinson), Cambridge. 
Cross, D. A., Hull 

Cross, D. S. (E. J. dee Birmingham 
Crowhurst, J. H. (M. St A. Moore), Londen 
Cullen, p S. (M. N. Shaw), Dewsbury 
Cundall, D. (G. E. Morrish), London 
Cunningham, A. S. (E. W. P. Freeman), Lowestoft 


Dale, D. N. (E. R. Nicholson), London 

“Dale, J; H. (H. Baldwin), Manchester 

Dale, V. G. (D. F. Pratten), Swansea 

Dalton, M. T. (C. B. B n Nottingham 
Dalzell, R. A. (G. A. Raymond), Tunbridge Wells 
Daniel, M. N. (D. G. Langford), Newport, Mon. 
Darrah, G. R. (A. E. Armitage), Manchester 

l Davies, D. (V. F. Alban), Cardiff 
Davies, H. J. . T. R. Masterson), London 
Davies, J. E. (P. A. Clark), Gravesend 
Davisson, C. J. (T. M. Pragnell), Nottingham 
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Delahunt, A. H. (J. B. Sweeney), London 
Dennison, R. Y. (F. W. English), London 
de Robeck, B. M. (R. Fawcett), London 
Desai, V. k. (H. ES Lawson), London 
Devereux, J. H. P. (T. Mearns), London 
Dews, R. (F. D. M. EU Liverpool 
Deyes, P. R. (S. B. Smith), Liverpool 
Dissanayake, B. K. D. (A. W. 'Toze), London 
Dixon, I. J. . (R. RER Ae upon Tyne 


I. S. 
. (C. R. Booth), Bradfor 
Double, M. S, (N. J. 
Doyle, P. A. (D. J. Hadfield), Liverpool 
L. Wannan), London 

. A. Hand), London 

. L. D. (R. B. T. Gage oe 
Duncan, M M. G. OH F. Hayll ose ndon 
pun G.J. E Keate), Manchester 


unn, G. J. H. (S. A. Middleton), Newcastle upon Tyne 
Durojaiye, S. A. (H. B. Vanstone), Manchester 
Dymond, M. J. (M. A. Charlton), London 


J. 
Earley, J. (J. M. Gilliat), Manchester 
. J. GS. R. Ay Birmingham 
Eaton, WD (A. W. Toze SE 


Sc S. (S od 
Ellis, R. (jJ. W. Margetts), London 
Elms, T. M. (W. ee aw), Manchester 
Elphick, C. P. q.3 . Ellison), Liverpool 
y, T. A. (V. A . Tudball), London 
Evans, A. C. (R. B. T. Ge Se London 
Evans, C. (K. H. Fisher), London 
Evans, D. e . (R. B. Leech), Coventry 
Evans, J. R. (M. E. Roberts), Leeds 
Everett, R. A. S. (H. Lemmon), King's Lynn 


Falkingham, T TN 
.N.E H. (A. L. NC London 
Farnell, D. R. (N. Dunn), Newcastle upon Tyne 
Fautley, D. P. (L. V. Smith), London 
Fay, A. W. (A. V. J. More), Manchester 
Feldman, P. R. (B. Rose), ondon 
Ferguson, M S, (H. W. E. Thompson), Manchester 
R. (W. S. Ferguson), ort 
Ferrand, N. L (W. A. EE Mie 
Fieldhouse, P. R. J. (H. Kidson), Manchester 
Finnigan, D. J. (W. A. Hand), London 
i (A. R. Mason), EE 


Foley, P. C. (G. R. Deakin), Manchester 
Fox, B N. (W. R. Heatley}, Coventry 
Fox, M. A. (R. W. Gorman), London 


France, 'B. W. (W.J. L. Clarke), London 
Francis, P. G. (J. W. Margetts), London 
ranklin, A. (Miss) (K. Wilson), London 
Frieza, C. A, (H. Lawton), Manchester 
M. A. (Miss) (J. R. Haygarth), Leeds 


Gabbie, P. H. (W. Wetton), Manchester 
Gur J. A. C. (D. C. Hobson), London 
Gale, J. R Pw cen e E ones), London 

Gallagher, A . R. (G. Porini gna rid 

alloway, D. C. Mis) (Mrs D. E. Mathias), Tavistock 
Gamberoni, D. C. P R. Harrod), London 
Gates, K. J. (J. D. Beaney), Hastings 
Gebbett, D. (J. L. pon Derby 

hazvini, H. (M. A. EE London 
Gifford-Gifford, M. B. (D. Garrett), London 
Gilbey, À. A (S. G. Sillem), London 
Gilbey, J. S. (J. C. c os Ded as 
Giles, T. D. B. (E. E. P. Maltby), London 
Gillain, D. P. W. (C. M. Tod Nottingham 
Gillon, S. C. (Miss) (N. E. Pawsey), Clactón«on Sea 
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Gilmore, R. M. (J. Barrett), Leeds Husain, S. E. (L. A. Watson), London l i 
Gilroy, A. H. (A. H. Farquhar), London Hutchinson, L. G. (M. Berley), London 
Glasson, P. (C. C, Living), London Huthwaite, C. B. (E. H. Hee nbotham), Nottingham 
Godfrey, L. H. (P. A. Hayes), Cardiff Huxtable, G. B. (J. Whitehead), Leeds 
Godfrey, R. A. (W. J. N. Sherratt), Chester - 

odwin, H. E. (R. R. Elliott), Ilford Ineson, E SES Barton), Heckmondwike 
Gore, N. M. (S. F. Gore), Margate Iredale, J.D Lo L. Smith), Redruth 
Gorlin, R. V. (E. E. P. Maltby), London Ireland, M. T. (R. 2 Backhouse), London 
Gosden, J. K. (H. F. Payne), London Irvine, T. M. (K. P . B. Hovey), London 
Gowlland, N. (F. A. S. Peaty), London 
Grammer, C. J. (D. E. Brewster), London Jackson, D. G. (T. H. Jackson), Scarborough 
Greaves, J. W. (H. Keate), Manchester Jafferjee, A. T. (C. A. Black), London 
Green, C. F. (F. R. Hews), Worthing James, A. E. H. (F. A. Holyoak), Shrewsbury 
Green, J. (R. S nes E James, C. A. M. (Miss) (B. E. Brown), Cardiff 
Greenhill, M. F. (R. C. J. Fountaine), Sandown, I.W. James, J. M. (W. H. Jones), Swansea 
Greenwood, M. E. W. (E. W. G. Joicey-Cecil), London James, R. M. (F. G. Baker), London 
Greves, J. C. (D (D. J. Moir), Birmingham Jarman, M. C. (D. Ur E pil London 
Griffin, M. W. (F. G. Batty), West Bromwich Jeffries, P. J. (J. D. Wells), London 
Griffith, R. W. (T. F. Hodges), Welshpool Jenkins, B. G. (B. A. Maynard), London 
Grossman, B. M. (K. Scott), London Jepson, J. R. (E. S. Jeps son), Darwen 
Groves, R. E. V. (P. W. Barrows), Birmingham oe-Adigwe, P. C. (F, W. Lincoln), Worthing 
Gudka, M. G. (J. S. Shah), London Joffrey, W. Z. (J. W. ra London 
Guest, J. V. (C. J. M. Bennett}, London Tohnson, p R. (G. D. F. Dillon), London 

uest, M. W. (E. G. Wilcox), Birmingham Johnson, S. (G. P P. Norton), Huddersfield 
Guinness, G. N. ta G. P. Greenwood), London Johnstone, A. G. (M. A. Coates), London 
Gummow, C. F, (C. Geipel), Birmingham Jones, o E J. Whiteley), Manchester 

ones, Y SC Ce MA Birmingham 

PEE J. M. (Miss) (L. Jennison), Tring Jones, eztley), Birmingham 
Haigh, A. (H. Crowther), Huddersfield Jones, aan S. iU Leeds 5 
Hale, A. J. (V. S. Gregg), London Jones, P. M. (Miss) ( Jones), Swansea 
Hale, B Š R. Q. H. Aison), London Jones, R. E. (A. N. Chapman), London 
Halling, D. (E. J. EN SES Wadebridge Joseph, E. E p SE eee l 
Hamilton, R. F. (I. M. Macdonald), London Joyce, D. H. ( erringer), Bromley 
Hampshire, G. S. (D. Vero), 1 Hus cen 
Hankey, ]. B. (G. Morgan), de ondon Kaney, A. E. (IS. À. Corner), Liverpool 
Hanson, G. M. (W. C. W. Craiz), York . Kariya, N. J. (D. Clayton), London 
Haquani, M. K. (S. V. Turner), Manchester ^. Kay, T. (M. L. erri London 
Hargreaves, J. M. SE Kirkman), Leeds Kelly, J. D. (J. Page), enn 

arman, P. (M. E. Kitton), London Kelly, S. D. (N. F. C. Willey), London 
Harris, A. Q. N. R ogers), Liverpool Kelsey, T. G. (G. H. Kelsey), Lincoln 

arris, D. (H. B. Singer), Bridgend Kewley, W. R. (J. B. Harrison), Grimsby 
Harris, V. G. (B. D. Winters), London Khan, F. H. (J. A. Bearman), London 
Harrison, J. S. F. (H. C. Mounsey), Liverpool Khan, M. A. (A. R. Hack), London 
Hartle, T. P. (P. Nuttall), Manchester Khosla, N, (H. Brandes), London 
Hartman, R. W. (E. F. G. Whinney), London King, R. H. D. (S. K. Tubbs), London 
Harwood, C. G. (W. H. Tarn), London Kirby, G. es (F. B. cent Leamington Spa 
Havrlik, S. (H. Wadie), London Kirkpatrick, R. J. (G. Place), East Grinstead 
Hawkins, R. W. (J. E. Grande), London Kirthi-Singha, A. C. iE. K. Wright), London 
Hay, H. C (O. Couse), Birmingham Kitchen G. M. (W. AT Matheson), London 
Heath, C. T. (R. M. Wiliams). Bridgend Klage, G. C. W, (A. Hall), London 
Heath, P. T. (D. Harrison), Bath Klein, J. B. (E. D. aos. London 
Heath, R. E. (R. G. Bailey), Plymouth Knight, J ae (G. W. Firkins), Birmingham 
Heathcote, R. A. B. (D. D. Rae Smith), London Knight, K, S. (W. R. Fairclough), Liverpool —4 
Hemmings, J. J. (G. F. C. Mellstrom), London Kohn, D. J. (R. G. Wallis), London 
Henderson, D. (R. Rickaby), Sunderland Kong, B . Au rap: ae A. Morton), Londen 
Henderson-Williams, F. (M. Kyffin), Aberystwyth Kontzonis, C _A. (L. C. Curtis), London 
Heseltine, A, (F. Coates), Burnley Kwan, K. T. Y. (J. G. M. Coates), Richmond, Surrey 
Hibberd, S. L. (C. H. Ee Sheffield 
Hickman, R. (R. C. G. Tibbles), London Ladd, D. M. (G. Carew-Jones), London 
Highton, I. W. (A. J. paben, London Lahiri, S. (E. R. Nicholson), London 
Hill, D. W. (R. W. C. Dunn), Birmingham Lam, F. D. (F. E. Rowlan ), London 
Hill, R. D. (P. O. Carter), Bolton Langhorn, J. A. (K. E. Tann), London 
Hindmarch, I. C. (T. H. Jackson), Leigh Langley, G. I. (S. J. Gunby), Leicester 
Hirst, J. B. (G. D. Warrington), Huddersfield Langton, S. P. (8. Bayliss-Smith), London 
Hitchen, G. P. (G. A. Coombs), Exeter Large, B. (F. D. Jones), Derby 
Hobbs, A. A. (P. T. Baly), London Lawson, S. (W. R. Mm London 
Hobbs, R. K. (R. Wilson), Bradford Laycock, M. P. L. (R. W. Carr), Leeds 
Hockin, J. R. T. (J. F. Shearer), London Leadbeater, G. (G. C. B B. Gidley-Kitchen), London 
Hodge, P. A. (W. E. W. Mitchell), Hastings Le Blanc, N. M. G. (J. V. Crump), London 
Holland, B. (T. Allured), Mr us "^ Ledamun, A. A. (E. R. Nicholson), London 
Holmes, G. (G. E. Lamb), Leeds Lefevre, B. M. A. G. (F. H. Cropp), London 
Holmes, L. (C. G. Heselton), Scarborough Le Maitre, N. W. H, (P. T. Neal), Birmingham 
Holmes, O., M. (B. A. S. Soole}, London Lever, D. A, C. (F. B. Proctor), London 
Holt, P. J. (H. P. Nunes Vaz), London Levet, A. H A. Tuffin), Brighton 
Hopkins, J. F. B. (R. L. Emmitt), Sheffield Levy, A. H. (B. Graham), London 
Hopkins, R. D. J. (K. J. Trenchard), Seaton Levy, R. (E. Slater), London 
Hoskins, M. G., R. (C, E. B. Thompson), Ipswich Lewis, J. P. SCH (J. E. London 
Howden, G. P. (G. D. Paterson), Leeds Liddell, R. S. (K. J. Sharp), Carlisle 
Howe, D. F. (J. A. Freeman), Bury Lindsey, A. M. (H. E. Hann), London v. 
Howells, F. A. (J. C. Plowman), London ing, R. (K. H. Fisheri, London 
Humby, M. J. (S. Fawcett), Salisbury Ling, W. O. (O. A. J. Ling), Derby 
Humphrey, J. D. (J. B. Corrin), Northampton Lissaman, J. (J. N. Prentice), London 
Hunt, M. (E. Eyley), Burton-on-Trent Lister, J. H. P. (A. R. Walton), Leeds 
Hurley, P. W. (J. 'T. Isherwood), London Lister, R. J, (N. L. R. Trounce), Manchester 
Hurwich, B. D. (J. Seal), Manc ester Littlefair, R. G. (C. W. H. Jackson), Nottingham 
Hurworth, J. M. (C. A. P. Snow), Darlington Livesey, A. (C. M. Booth), Preston 
Husain, A. (S. J. Lambert), London Loch, A. D. (H. G. W, Gibson), London 
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Longridge, D. J. E. G P, Quick), London - 
Loong, A. S. H. (F. Para London 
Love, J. S. (S. P. Wilkins), London 
Lovering, A. T. (D. F. Pratten), Swansea 

"Lovibond, S. L. (C. Romer-Lee), London 

BY Lowe, C. H (S. J. D. Corsan), London 

Lo . (À. E. Thebridge), Birmingham 


G. (H. H Hole), St Albans 
Lukins, e H. (L. O. Resting), Cardiff 
(I. ohnson), London 


J 
Mabon, 'T. (J. A. Mitchell), Carlisle 

H. (D. M. F ratay on) Liverpool 
lee J. R. (C. E. Hall), London 
McDonald, I. Ar (R. M. Lang), London 
MD ng . J. (R. A. Douglas), Manchester 
McGaughey, P. (P. DRE Shrewsbury 
McGlashan, J. B. (C. O., Reay), Liverpool 
MUN J. E. x (ol SE York 


Mainwaring, D. H.K . (C. G. Brown), London 
CM Mida R. T. E. (R. F. George), London 
., Bombay ` 


! Malthe p. P. E, Calcutta 
Mallory, I. W, (L. H. Norman), London 
Malzer, P. d G. (E. E. P. Maltby), London 
Manning, C e (E. L. SC South ort 


Kee SS Moore London 
Marrion, A. S Sowman) ), Leicester 
Marshall, T. F, (A. H. Miller), Eastbourne 


SE j. a . (J. S. Ellison), Liverpool 

S. (A. H. Marshall), London 
Maur P L: (R. M. E. T ee 
Mae 8 = 2 E p Jeffries), W 


Massiah, C. D. (D. e? reng Ee 
Matthews, W. J. (F. A. Harris), London 
EE D. J. (H. KG. Martyn), ‘Truro 
Maurice, D. J. (D. Mere London 
Maxwell, J. D (J. MaxwelD, Manchester 
Meader, P. J. (J. J. Turnbull), London 
Meek, D. C. (D. J. Gulliford), Newport, I.W. 
Mehta, G. K. (B. EG Ru London 
Meins, J. C. (B. E. Basden), London 
Metherell, J. (S. Cooke), Fareham 
we Vichaels, H (S. Young), London 

Mildren, M. K. SR J. Reddall), London 
Miller, A. WR ams), London 
Miller, P. dgcumbe), Plymouth 
Mills, A. J. ds A Cherry), London 
Mills, S. M. (J. D. Green), London 

Une, C. P. C. G. H. Heaton), Birmingham 
Milner, T. W. (E. Ingle), Bradford 
Minor, L. W. (W. G. SC Leicester 
Mitchell aun D. I. B. S. Walker), London 
Mitson, A. D. (J. Dayki ), Nottingham 
Moberly, W. J. De Ze T Richardson London 


E. (W. A. 

Monk, J. R. (H. Wood), ‘Bishop Auckl 
Moore, D. J. (H. Young), London 
Morgan, I M. (C. G Hector), Brighton ` 
Morgan, R. K. (A. Millichip), Swansea 
Morley, C. R. W. (S: K. Stott), Manchester 
Morley, D. D. C. 
Mozrey, J. P. (H. C. Bladen), Stoke-on-Trent 
Morris, A. (A. S. Freeth Oliver), Hull 
Morris, | J; O. (B. E Evans), Pontypridd 

Morris, P. (F. B. P een London 

ÍM Morris, R. L, (R. S - Weir), Liverpool 

"Morris, S. M. (J. S Braine), Leeds 
Morriss, J. R. (V. R R. V. Coo er), London 
Morrissey, P. S. (A. R.O.S ater); London 
Mortlock, P. T. (H. L. Layton), London 
Moss, B. (P. Wand), Southend-on-Sea 
Moussa, M. W. (F. R. Terras), Manchester 

uir, I. A. (R. C. Johnston), Liverpool 
Munyard, P. J. (A. K. Fison), London ; 
Murphy, TL M. W. (R. L. Jones), London 


Sir William Lawson), London. 
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Murra y, J. A. G. (H. A. UM London 
Mutch. A. J. F. (L. K. Taylor), Manchester 
Muxworthy, P. R. (G. E. Gibbs), Swansea 


Nair, A. K. (D. H. Terr London 
Napier, J. A. (J. A. ke son), London 
era T, P. G. (T. W. Bell), London 
Neill, D. j C. (W. Tooth), Coventry 
e, R. N. (G. Talfourd-Cook), Reading 

Newman, A. C. (R. C. G. Tibbles), London 
NE E. B. (J. H. Maunder), Dorchester 

Newton, P. G. (S. ee Pearson), Preston 
Nicholas, J. M. (R. C. Scrimshaw), Chesterfield 
Noakes, P. J. (R. Sutcliffe), Peterborough 
an R. F. (H. W. Wilson), London 
North, N. L. (C. R. Dno e Ce 
Noyes, G. H. (J. T. Isherwood}, London 
Nugent, M. (J. McMurray), Manchester 


Oakley, N. A. (B. O'D. Manning), London 
Ogden, J. (R. Casey), London 
Oh, C. L. (C. J. Maurice), London 

Ges (G. B. Watson), Oxford 
Okobi, c. E. (W. 'R. McBrien), DES 


"TI 


Oliver, A. L. (C. J. Hayward), Reading 
| EN Willi 


o L. O.( illiams), Brighton 
rgan, W. F. (E. R. Nicholson), London 
Ottaway, j. E d. B EN London 


Pagan, M. J. (T. A. 'l'ansley), London 
Pallister, "d g. "d di eee boe Hartlepool 


B 
Parker M. E. (S. C. Parlett), Margate 
Parkes, D. G. (E. C. Turner), E OUR 
Parkes, T. M. (L. Owen), Birmingham 
Parr, B. 5 (Miss) (M. NU pip n "Sheffield 
Parr, I. D. (D. J. Duthie), Lon 
Parton, J. (H. G. Jenkins), Chester 
Patel, A. H. (J. C. pumin) London 
Pat Fong, Y. Y. (D. 5 . Morpeth), London 
Pathmarajah, A. J. (L. J. Pratley), London 


Patterson, W. N. (S. L. Forwood), London 
Paul, . (J. Harrison), Liverpool 


M. 
Paul, R. 8. (J. C. Howard), London 
. (C. E. M. Hardie), London 
. (E. E. P. Maltby), London 
Pearce, G. A. Gi bo Charles), London 


Peck, J. E. (D. Jones), London 

Penfold, R. C. (M. Mansbridge), London 

Pepper, R. T. L. (2. G. Tate), St Albans 

Percival, C. T. "er . N. Taylor), Newcastle upon Tyne 


. Russell), London 
Perera, S. -A. B ae r (M. J. Lunzer), London 
Perrett, M. W. W. (F. M. Kellett), Newcastle upon Tyne 
Pettitt, D. G. d C. D. Swann), Cambridge 
UN D Farnham, Surrey 
: (ŒH. M. Symonds), Haverfordwest 
. T. G. W. Shaffery), St Austell . 
; (W, R. Baskett), London 


(T. L. C. Clarke), Plymouth 
Pickthall, 'T. (C. B. Fytche), London 
Pitick, D. J. (L. G. E. Grover), Bedford 
Plant, M. (R. L. HN London 


, (C. G. Brown), London 
Potts, J. D. (R. H. E Barnsley 
F. Herding), Liverpool 
Powell, D. S. EN R. Powell), Dudley 
F. J; SCHEER London 


me 


Ee . P. (A . A. MEO. London 

Prior, J J. E. c (J. Codling), Beaconsfield 

Es D. A. Ze D. Rae-Smith), London 
Mitchell), Halifax 

en A. Fi (T. H. Sisson), London 
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Randae, A. G. (M. R. G. Torv Wright, London 
Randall, F. Za (R. C. Dein L ondon 
Rathbone, C . J. L. (D. ), London 
Ravenscroft, K. J. (R. A. "Dons as), Manchester 
Rawlinson, C. C. (F. Haughton), Bath 

Rawstron, M. J. (S. Lane), Bromley 
Redwood, R. (R. Massey), Wolverhampton 
Reed, B. T. (F. W. Charles), London 

Reed, J. W. T. (T. M. P. Watling), Bristol 
Reed, P. J. E. (F. C. Nelson), London 

. (P. C. G. Larking), Maidstone 
. (D. L. Pritchard), Carmarthen 
Reynolds, M. P. L. (A. J. Ayling), London 
Riccalton, J. H. (F. H. Cornelius), London 
Rich, R. T. (R. R. Coomber), London 
Richards, A. T6 (G. C. Stables), London 


Richards, K. J. (D. Shields), Manchester 
Richardson, E A. (B. De Burke), London 
Richardson, G. J. (C. S . Stephens); London 
Richardson, W. J. (S. K. Stott}, Manchester 


Richardson-Hill, J. G. (J. Heaford), London 

Rickaby, R. J. M. y C. Capey), Newcastle upon Tyne 
Riddall, A. S. (F. usus London 

Ridley, R. N. A E. Church), London 

Roberts, te H. (K. Spoor), Newcastle upon Tyne 
Roberts, E. B. (H. J. McCranor), Coventry 


Robinson, D. bp (A. L. H. Ball), Bournemouth 
Robinson, G. N. (W. E. Roe), Newport, Mon 
Robinson, . D. (à St Hebblethwaite), eer) 
Robinson, P. A. (H. Crawshaw), ee de 
Robinson, P. B. (H. Robinson), Norwich 
Rogers, B. C. T. (H. G. J. Foulzer), London 


Rogers, D. W. (E. R. Nicholson), London 
. D. M. (R. G. Smith), London” . 
Roper, M. T. (J. S. F. Hill, ege 
Rose, R. F. (J. L. Rose), Derb by 
Sd M. (C. E. Turton), ottingham 

. Ross, D. (F. S. Smith), London 
Roughley, J. A. (P. G. T Warrington - 
Rougier-Chapman, A. S. D. (K. R. Colman), London 

uffle, A. J. H. (P. H. J ackson), London 
Rushbrooke, A. P. (C. C. L. Randall), London 
Russell, A. (L. J. Bloch), London 


St Leger, x A. (A. W. S. Tabbernor), London | 
Sallis, G. S J. Lawrence), Basingstoke 
Sampson, D. G., Lo 

Samson, A. (S. W. on ones), London 
See 28 (T. R. Keens), Luton 

San .H. apnd Cardiff 


Sassoon, E. D Mn 


Sibson, I. D. (A. H. Marsden), Bristol 
Siddiqui, I. H. (5. J. A arr e London 
Sidley, R. J. L. n 


inh i 
Slade, P. F. ( . J. Watkins), London 

. T. Shepherd), Cardiff 

. S. Gregg), London 
. A. Thornley), London 
M. (R. ege Spalding 
. (W. H. Davies), Shrewsbury 
Smith, D. T. (T. D. W. Marle), Bristol 
T ba P. Patterson), London 

e Corbett), London 


Am 


Snow, P. W. (G. E. E London 
Snowden, J. B. (W. J. Gilbert), St Albans 
Sockett, G. W. T. (E. K. Wright), London 


Sodipe, j.0.G ps Jones), London 
Solomons, S. E . Wise), London 
Somers, R. L. (B. R. Do Blackie), Seaton 


Spalding, R. L. (W. L. Solon), Worcester 


Stacey, G. A. (M. A. Charlton), London 
Stafford, B. J. (B. Pearson-Griffiths), Cardiff 

aby: M. (R. H. Stevens), London 
Stead, M. N. (W. J. Padget), Wakefield 
Steven, J. , A. (B. E. Basden), London 

D. G. (J. Taylor), Luton 

Stevens, D. M. (D. S. Morpeth), London 

Stonehouse, B. H. (VI. L. Homer), Kidderminster 


Strickland, A. W. B. (H. 'T. Scothorne), Nottingham 
Strong, M. C. R. R. G. Leach), London 
turgis, J. R. (H. GP. Greenwood), London 


Sullivan, J , F. (A. Scotten), London 
Sumner, E. EA CS e A. Bell), Manchester 


Sutton, T. 'F. i GER London 
Sykes, D., Bristol 
Sykes, J. A. (G. D. Warrington), Huddersfield - 


Taylor, J. A. (L. C. Winterton), London 
Taylor, P. D. (P. G. H, Evans), London 
Templeton, K. N. (T. E. Coppock), Carlisle 
'Terrill, C. J. (L. ^ Ward), London 

Tetley, M. B. (J. A. Greenacre), Birmingham 
Thalaiasingam, E. V. (J. I. Robertson), London 
Thein, M. M. (O. Furnival-J ones), London 


Thomas, M. C. (T. D. R. J ence): Newport, Mon. 
i ind Brighton 
Thompson, e ra dale), Neweastle upon Tyne 
Thompson, G 
Thresher, J. (F. J. B. Gardner), London 
'Thurairajah, K. a Sherwood), London 
Tichias, C. A. (W. A. Snowden), 
Tinsley, P. A. (W. H. M. Isle), Bradford 
Tolson, M. (H. vwd Huddersfield 
Tomlinson, J. E. (C. B Gill), Manchester ^ 
Toogood, D. V. (J. R. Pearson) Bath 
Topple, B. S. (M. H. Turner), Ipswich 
Townend, D. J. (S. F. Picken), Birmingham 
Tues a E. G. (R. M. M ters), London 
Triggs, P. W. (Miss) (E. R. Nicholson), London 
D . W. (W. H. M. Isle), Bradford 
Dies E - (H. A. West), Berwick upon Tweed 
Turner, V. LA. d G. Davies), Birmingbam 


Uncles, D. R., 
Unsworth, R. R iw ! Penketh), Liverpool 


Varley, P. (S. Ward), Letchworth 
Mc. E. (I. Johnson), London 
Vyas, G. M. (N. H. Davis), London 


Wainwright, J. A., Lcndon 
Wakefield, D. J. (G. H. E Swindon 
Walker, F. E. (G. H. Thompson}, London 
alker, R. F. (F. B. Proctor), London 
Waller, C. R. (M. Clifton), London 
Waller, R. de W., Askford, Kent 
Wallis, W. O. F. Pa S. Morpeth), London 
Walsh h J ue (K. J. Heyman), Cardiff 
Walsh, P P. T. (A. Loveridge), Southport 
Walther, D. J. (C. FOLE ee e 
i s F. J. Pardoe), London 
Ward, I. J. LO McLacen), grob 


Wariner, B. (f. f. Wrench), London 
Waterhouse, A. K. (J. e Wilson), Leeds 
Waterman, B. D. P. (A. S. Maddison), Birmingham 
A. (W. C. Bolton), N GE 
Watson, P. J. (M. B. ME eeds 
. J. (S. R. Herrick), Leicester 
Weale, M. Cé (H. B. C. Smith), London 
Weatherby, A. J., London 
Webb, A. T. (A. T. Reed), London 
Webb, J. C. R. (J. Godfrey}, London 
Webb, M. F. (R. W. Gorman), London 
Webster, A. (J. ge Stockport 
Weight, T. b (W. F. Hayward), Manchester 
Anas 2 . D. (J. C. Lees), Birmingham 
Wells, A. (G. H. Vieler), London 


. Wells, W. A. (J. W. Vincent), London 


Welton, A. (E. V. Hussey), Ipswich 

Wenman, P. W. (S. curs Letchworth r 
Westwood, D. A. (F. C. A. Ledsam), Birmingham 
Wheeler, D. J. (G. D. Farmiloe), Birmingham - 
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Whitehi , E. e (R. K. Geh London 
Whittington, G . (R. H. Jenkins), London 
Whyte, A. D. (L. Ogden), London 


Wickramasuriya, P. N., London 
Wicksteed, J. H. (G. A. Taylor), Kettering 


Wightman, G . (J. Christie), Huddersfield 
Wilkins, R. (W. T. Hunter), Maidstone 
Williams, A. D. (E. R. Nicholson), London 
Williams, C. C. c A. Coombs), Exeter 
Williamson, D. G. (C. C. Taylor), Liverpool 
MI e J. D. (E. 8 Nicholson), London 
Ue , L, J. (N. R. Mann), London 
Willis, M T C. (D. G. Roberts), London 
Willows, G. F. (H. Lofthouse), Keighley 
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Wilson, M. S. (J. P. S. T T London 
Wilton, K. G. (G. M. Metcalf), 

ahem, H. (E. R. Nicholson), EE 

Wivell, R. F. B. (W. Matthewson), Newcastle upon 'T'yne 
Wood, EA W. sS E. Ee Portsmouth 

Woods, D W. (W. Murphy), pee Orne 

Wright, J. A 


G. m E. Georg effield 


HEEN 


NOD: a C. d; E e B 
ard: 


Zamindar, Y. A. S Lipman), London 
Zeital, R. e (S. C. Selwyn), London 


868 Candidates failed 


INTERMEDIATE EXAMINATION 


Certificates of Merit and Prizes Awarded 


First Certificate of Merit, the Institute Prize, the Stephens Prize and the Plender Prize for the paper on General Commercial Knowledge 
Morley, Michael Francis (A. Beatton), London 


Second Certificate of Merit, the Tom Walton Prize and (equal pis two Se? the Plender Prize for the paper on Book-keeping and Account . 
rtnership 
Holman, Richard John Gawen (S. S. Morton), London 


Second Certificate of Merit, and the Frederick Whinney Prize 
Dedman, Denis George (P. W. Phillips), London 


Fourth Certificate of Merit and the Plender Prize for the paper on 

Taxation and EE Accountin, 

Barwick, Richard John (S. P. Wilkins), 

Fifth Certificate of Merit and the Flight-Lieutenant Dudley Hewitt, 
D.F.C., Pri 


.F.C., Prize 
Sebire, David John (D. R. Clack), London 


London 


Sixth Certificate of Merit i es Plender Prize for the paper on 
uditing 
Wilmot, David Keith (E. G. Lambard), London 


enth ide 7 of Merit . 
Pym, Keith rience (J. A. Heacock), Birmingham 


Eighth Certificate of Merit 
Pendrill, David (F. E. Antill), London 


m— 


Ninth Certificate of Merit and the Plender Prize for the paper on 
Book-keeping and Accounts (Executorship) ` 
Bromley, Glynn (G. P. Walmsley), Hinckley 


Ninth Certificate of Merit and (equal with two others) the Plender 
Prize for the paper on Book-keeping and Accounts (Partnership) 
Dodd, John David (D. B. Ward), Newcastle upon Tyne 


Eleventh Certificate of Merit 
Macdonald, Peter (S. H. C. wade) Stafford 


Twelfth REA of Meri 
Blank, Henry Samuel (S. L S ined os) London 


Thirteenth Certificate of Merit 
Hasnain, Sayed Azfar (H. Finck), London 


Fourteenth Certificate of Merit 
Quint, David (J. C. Smethers), London 


Fifteenth GE of Merit 
. G. Whinney), London 


Sixteenth. Certificate of Merit 
Derby, Alan James (G. H. Piden London 
Doel-Carter, Vyvyan Michael (V. F. Berry), London 
Kaizer, Stephen David (A. H. Vaines), London 
Watts, Steven John (K. H. Moss), oventry 
Win, Than (C. A. Chapman), London 


Twenty-first Certificate of Merit f 
Guest, James Arthur (G. Classick}, Manchester 


Twenty-second Coe of Merit 
Peel, Michael Stuart (E. N. Jacobs), London 


Twenty-third Certificate of Merit 
Laughton, Gene Melvin (A, J. Penn), Northampton 


Twenty-fourth Certificate of Merit 
© Garwood, John (L. W. une London 
Langdon, Robert Martin (J. D. C. Stone), London 


Twenty-sixth Certificate of Merit 
Ellison, David Robert (G. ore Birmingham 
Simmonds, Stanley (C. S. Raine), London 


Twenty-erghth Certificate of Merit 
Francis, Douglas John (H. C. ww Manchester 
Lam Kin Teng, Lim Lee Chow (E. A C. Jones), London 


Thirtieth Certificate of Merit and the Plender Prize for the paper on 
Book-keeping and: Accounts (Limited Companies) 
Mark, John Stuart (D. J. Rawlinson), Peterborough 


Thirtieth ea of Merit 
Balderston, Robert Ian (J. F , Newcastle upon Tyne 
Clarkson, Stephen Russell d Mo ND. Huddersfield 


Thirty-third Mu pour of Meri 
Pollock, Andrew John (T. F. D ce) London 


Thirty-fourth Certificate of Merit 
Arif, Mohammad (D. Rose), London 


Plender Prize (equal with two others) fer the paper on Book-keeping 
and Accounts (Partnership) 
Cox, Homersham Martin (R. F. Cox), London 


Full List of Names of Successful Candidates 


(The name shown in brackets is the name of the principal to whom the clerk has been articled. Where the name of the principal is not given 
the candidate is a former bye-law candidate of the Society continuing his qualifying service not under articles.) 


Abakhan, G. (H. nn Liverpool 
Abbott, T. W. (R. A. Hubbard), Reading 
Adams, K. G. (K. A. Whiting), London 


Adamson, J. R. (W. Matthewson), Newcastle upon Tyne 
Aedy, C, R. da Binns), Huddersfield 
Ah-Chuen, J. 


(N. J. Heaton), London 
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Ahmad, E. (T. Morgan), London 
Ahmed, A. (H. O. Raphael), London 
Airey, D.F F. (S. OM London 

- Ali, S. A. K. (J. Williams), London 
Ae S. (H. D. Leate), Manchester 
ae . L. (N. V. S. Nielsen), London 


NV. Sinden), London 
. F. Smith), Reading 
. M. (G. A. Raines), London 
K. (J. 5 Hobbs), Dudley 
Allison, D. M. (D. H. Tonkinson), Worthing 
wn, S. (J. H. TERA Cardiff 
Altree, T. B. (A . J. Pau, R 
Alty, J A. S. (V. Dalley), Maus 
Amin, M. (L. Fialko), London 
Anatsui, E. A. K. J. O. Magee), London 
Anderson, D. J. (J. L. Lambert), Newcastle upon Tyne 
Anderson, I. (C. J. G. Hughes), London 
Anderson, J. (R. W. Thoburn}, Newcastle upon Tyne 


Anderson, J. L. (F. S. Bray), London 
Anderson, P. R. (L, L. Moore), London 
Anthony, A. H. (D. B. Berry), Nottingham 
Appleby, A. G. (R. e, London 
Arif, M. (D. Rose), Lon 

Armitage, D. (D. B. Simpson), Huddersfield 
Arnold, H. S. (T. R. Keens), Luton 
Ashaye, F. Ww Eliott), Ilford 


O. (R. 
Ashby, R. (E (R. W. Smith), Maidstone 


Ashworth, F. I. (E. E 'Thompson), Manchester 
Ashworth, M. ps Battersby), Manchester 
Asquith, R. W. (D. A. Sutherland), Manchester 
Atapur, F. (M. R. Harris), London 

Atkins, W. G. (S. Kitchen), Birmingham 
Addon A. K. d T. Lewis), London 


E ED: (L. G. J one: London 
Attree, P. R. (A. John), Hove 


Babb, R. A. (F. W. Guest), Birmingham 
Bacon, (H. S. PEN Brighton 

. A. (P. M d London 
(D. I. Conway), London 

(L. H. Fink), London 
oe 
H. 


D CO 
Sb 
B 
np, 
SC 


(C. Young), Cambridge 
W. Bradbury), Birmingham 
. J. Webber), Minehead 
. Bromley), Southampton 
D. W. i DN Chesham 
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Levy, A. A. (R. J. Carpenter), London 
Lidster, eg (W. G. Dickinson), Doncaster 


Lill, G. J. (D. E. Caird), London 

Lilley, R. (H. F. E. Stripp), Slough 

Lim, H. C. (B. Graham), London 

Lindsay, P. A. (B. J. Herring), London 

Lithgow, P. J. (C. H W. Sansom), Middlesbrough’ 
Littlejohn, I. J. (G. Magnay), Newcastle upon Tyne 
Livesey, G. R. (C. P. Twemlow), Crewe 

ee J. (D. B. Ward), Newcastle upon Tyne 


Lloyd, er . (C. A. Butt), Leamington Spa 
D E L. (S. V. Lancaster), Birmingham 
Lo, R. K-L. (B. A. Maynard), London 
Loades, I I. H. (N. W. SE Darlington 
Lodge, G. J. (B. A. Gunary), Romford 
Loible, K. J. (J. H. S. Howard), London 
Long, S. (W. I. Paton), Carlisle 


pongan (T. R. Keens), Luton 


p^ Longman, E. I. (E. R. Longman), Leeds 


d 


Lorok, 'R. W. (D. W. ee) Barnoldswick 
Lowden, 'P. R. (K. W. Clark), Reading 

Lowe, P. s Joon), Liverpool 

Lower, R. G. (M. A. Wren), E Southend-on-Sea 

Luckett, J. (K. Naa Oxford 

Luetchford, J. A. T. (The Hon. J. W. Remnant), London 
Lyle, N. R. (J. B. Pinnocl), Bedford 


McArthur, R. G. (H. Porm, Manchester 
McAuslan, R. M. B. (A Sarson), London 
McCagney, J. G. (M. G. T. Rice), London 
McDonald, J. K. (D. C. Hobson), London 
Macdonald, P. (S. H. C. Wade), Stafford 
McGeown, J. S. (A. C. R. Thompson), Bolton 
McKay, M. W. H. (A. M. Cooper), Yeovi 
McLaughlin, I. S. 


. (T. M. Hunt), 
MED I. Kä A, i A. Charlton), London 
Maguire R 


S 
GER 
EL 
gd 


Mark, J. S. (D. j. ! 

Marshall, R. (A. Colli 

Marshall, S. J. J. H. Bell), Manchester 

Martin, G. W. (E. C. Patrick), Farnham, Surrey 
. (W. H. B. Carey), London . 
Martin, p. J. (D. R. Clack), London 

Mason, G. D. (D. R. Fray), E 
Mason, J. P. F. (C. H. Sutton), Norwic 
Matheson, J. (G. C. B. Gidley-Kitchin), London 
Matusch, A. H. (L. H. pora "Pe on 
Maynard, A. D. (J. Reynolds), H 
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Melsom, S. C. (F. J. Pron TE 
Meredith, A. (F. E. Jeffs), N 

Merriman, , E. (D. G. W. MEO), Derby 
Meston, J. W. (W. L. Heather), London 
Meyer, J. L. (R. P. Hedley), London 
Middleton, H. J. (C. M. Powell), London 
« O'Shea), Pontypridd 
: G H. Murray), Manchester 

. Carew-Jones), London 
'ratley), London 

. Twemlow), Crewe 
. M. (H. S. Rose), London 
Milton, M. R. (e D. Blount), Leicester 
Minn . E. Ee Gre 

B. Costel lo), London 
(D. W. Eckersley), Manchester 
J. D. (R. Spooner), London 
Mitchell, T. J. (A. C. Glennerster), Letchworth 
Mitra, D. K. OG Hurst), Liverpool 
. (B. A. Schanschieff), Northampton 

. (N. L. R. Trounce}, Manchester 

Moody, A. G. qi Hebblethwaite), Sheffield 


P 
tt, 
Rey: 


, Burnley 

, Manchester 

Morden, P. J. J. D. O'Hara), London 

Moreton, H. E. (R. Davis), Swindon 

Morgan, 'F. D. (J. P. Burke-Scott), London 

. B. Danbury), London 

V. Leathers), Ipswich 

M. F. (A. Beatton), London 

Morrison-Jones, R. D. (H. G. P. Greenwood), London 
Mosley, J. R. (R. M, Chapman), South Shields 
Mousley, P. S. (S. W. Wilson), 
Moy, R. M. (J. P. C. Gothar ) Liverpool 
Moyle, P. H. (E. R. Qoa London 
Murdoch, W. F. P. (J. F. Shearer), London 
Murphy, P. F. (K. H. Oates), London 
Muston, M. J. (J. F. Doleman}, Leicester 


Nabi, 5. (H. P. Allsop), Birmingham 
Nair, V. (J. C. Sme E ondon 


R. 
Newport, A. ia . (A. T 
Nicholson, M. W. (R. Grimble), London 
. (J. KA Swales), Lincoln 
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a 
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J. I D 
Norman, G. R.E Filer), pers 
Notley, M. A. (J. ; 


a ced London 


Oh, S. (Miss) KR el Pe anuon, Lonc.on. 
Okoh, G. V. (K. C. Taylor), London 
Olasoji, S. Ò. (R. W. Cox), Nottingham 


Qmisakin, J. A. q: ‘ Manners Leeds 


Peat), jp re 
id. A. Lee), Worksop 
. (J. 


H. Banfield), London 
. C. G. Tibbles), London 
A Sears), Richmond, Surrey 
alma, A. (W. A. ees London 

C. Lambert), Rotherham 


Parikh, G. B. P. F r dpe) Rod: London 
kin, J 


arry, J. T. F innis), London 
Partridge, T. V. (G. S. H. Dicker), Great Yarmouth 


+» S. 
Pashley, R. L. (T. S. L. Springbett), London 
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Patchett, E R. (K. B GE on 
C. Deith), L ondon 
da Sugarmzn), London 
Pearce, T. J. (R. A. Joyr.es), London 
D . 1. Leach), Hereford 
. M. P. (G. À. Cherry), London 
Pee, V. W. (R. H. Hughes), Woiverhampton 
. S. (E. N. Jacobs), London 
Pendrill, D. (F. E. Antil), London 


Percival, C. W. (W. P. Hughes), London 
Perkins, A. D. (D. O'Shza), Po ridd 
Perkins, M. C. dd H. Handley), Tunbridge Wells 


ollinger), Bristol 


E. 
Perry, S. N. SR : nn ullagar), Liverpool 
rue Durham 


A. J. Seal), Hounslow 
Pheby, J. W.J. (T. E. F. Leacock), London 
Phillips, A. J. (J. A. B. e Wolverhampton 
Phillips, B. M. (N. S. Mumby), Liverpool 
Phillips, P. (S. J. D. Corsan), London 
Pickard, W. P. (G. O. W. Pickard), Leeds : 
Pimm, M. A. (J. der pert; Mon. 


. (J. A. 
Piper, L. C. (A. C. Crofc), H 
. (H. J. Cede. Derby 
Farraday), B 
M. Ex A. P. Ger Darlington 
P. E. EE Manchester 


Walsh b) rona 
Pollock, À. J. g- F. D. Yewbury), London 
Povey, F. B. (S. A. Woolven) Liverpool 
Powell, T. d W. Hooker), Newton Abbot 


(A. 
Pradhan, R . K. (H. V. Knight), London 
Prebble, B. (D. C. Don). London 
Precious, J. R. (C. P. Barrowclifz), Middlesbrough 
Precious, T. J. (G. M. Mowforth), Hull 
. (B. J. W. Berman), London 
R. D. (C. H. Locke), Southampton 

. McK. (I. M. Macdonald), London 

Prodger, M (B. I. cun Eastbourne 


p 


Pryde, C. D. (C. B. H. Gill), Manchester 
Pugh, R. (W. N. Bartlet), Newport, Mon. 
Pugsley, B. J. M. (I. P. Ray), Bristol 


St 


(EW. English), London 
PR. N. H. (L. R. Turner), Liverpool 
Pym, K. T. (J. A. Heaccck), Birmingham 


Geer d P. N. (T. J. Harzison), Liverpool 
Quint, D. (J. C. Smethezs), London 
Quy, D. eg (M. H. J. Thorne), London 


Radford, R. M. D R Eartley}, Nottingham 
Rafferty, e F. (F. L. Prusmann), Manchester 
Raftery, M. P. (D. J. .] ones), D ur 
Raman, K WN, A R. Nzsh), Loadon 
Randle, A MULT. T rancis), Leicester 
Randle, P. M. (F. A. Stewart), Chesterfield 
Rao, K. R. cH . H. Thomas), London 

P, (C. Metliss), London 
Raven, 'G. S. (L. Scott), London 
Rawlings, P. R. (J. R. Griffiths), Colwyn Bay 
Dee gun P. (F. Ligh), Manchester 
Reed, J. M. I. (H. H. Ellmann), London 
Reeks, C. J. (A. W. Bruce), Kinz's Lynn 


ry 
. (D. E. Boohan), Poole 
. P. Broadhouse), West Bromwich 
a M. Buzterfeldi, Bristol 
. C. Wade), Stafford 
. L. MzAndrew), Newcastle upon Tyne 

Roberts, M. G. (J. D. Shepard), London 

J. B. (D. B. bis, Newcastle upon Tyne 

A. W. (A. W. Monk), London 
Robinson D. F. (H. Peat), London 

R. W. (E. O. Frank), Lewes 
Robson, G. J. (J. Willey), Newcastle upon Tyne 
Rogers, K. A. (F. L. Wyatt), Manchester 
Romer-Lee, P. T. (V. A. Tudball), London 
Rosenberg, S. L. (M. W. Burns», London 
Ross, A. A. (E. B. Greet), London 
Ross, H. (G. R. Deakin), Manchester 
Rouse, en C. (C. H. Appleby), London 
Rovira, M. J. (C. W. Puckett), Torquay 
Rowe, C. D. (C. E. Garratt), Birmingham 
Rowell, J. (C. P. Barrowcliff), Middlesbrough 


d 
6 
d 
d 
APRI 
GP 
ne 
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Rudge, J. F. (R. V. Newland), Birmingham 
Rugman, F. M. B. (L. Blackie), London 

Rumford, M. A. M. (Miss) (A. S. Masters), London 
Runacres, P. G. (F. R Strover), London 

Russell, f. W. (D. H. Salmon), Coventry 


Sadiq, M. (S. D. Crawford), Manchester £ 
Sadler, R. K. (P. W. Phillips, London 
Saffer, H. (R. E. Stephenson), Bournemouth 
Saich, A. J. (R. C. Munday}, London 
Salami, we A. (L. A. Anderson), London 
Salomon, C. D. (P. A. Burnstone), London 

, P. D. (V. A. Tudball), London 
Sample, J. W. (J. B. Dixon), Middlesbrough 

M. O. (F. K. Blain), Maidstone 
Sanctis, S. (M. R. Clarkson Webb), London 
. S. Morpeth), London 
. F. T. Nangle), London 
. (A. E. Lacon), Wolverhampton 
Sanderson, J. (G. H. Kelsey), Lincoln 
Sandford, W. (F. F. Leach), London 
Sandison, C. R. (H. J. H. Leopard), Worcester 
Sands, J. (G. B. Hodson); Liverpool 
Saravanapavananthan, N. (M. Sinclair), London 
Sargent, R. G. A H. Searle), London 
Sarsfield, L. J. (R. Law), E 
Sattar, M. A (R. E. Hawkes), London 
Saunders, D. M. J. (D. A. Clarke), London ES 
Saunders, M. H. (J. W. M. Groves), London 
Saunders, M. P. (L. Baker), London 
Scheiner, M. (H. C. Rudolf), London 
Scholey, G. A. (T. H. Brown), Hexham 
Scott, P. B. (R. Gibb), Swansea 
Sebire, D. a R. Clack), London 
Sellors, M. (W. S. Eccles), Manchester 
Sentance, R, G. A. (F. Collis), London 
Seth, A. K. (H. G. Ke London 
C. Be H. Brodie 


en 


London 


Seymour, A. E. (F. H Taylor) London 
Shafi, M. (R. R. Web»), London 

Shah, C. R. (J. W. R. Lindsey), London 
Shah, M. J. (J. F. Mcore), Liverpool 
Shand, R. (G. W. Tyrwhitt-Drake), London 
Shanmukam, S. (S. Sherwood), Croydon 
Sharpe, D. H. (D. E. F. Green), London 


Sharpe, N. P. (J. H. Hunt), Lincoln 

Shashoua, G. N. B. (B. D. Winters), London 

Shaw, D. A. (D. R. Huntingford), London 

Shaw, n H. (H. Shaw), Normanton 

Shaw, R. (G. W. Hurt), London 

Shea, M. (A. L. Rowles), London 

ecl R. L. Pus Ellice), London ! 
Shetly, D "L. G.A psmith), London ^« 


Shipp, D D. ae ‘she, Petts Wood 
Shires, D. (J. hitehead), Leeds 

Short, P. (A. S. Rigby), Chorley 
Shulman, M. A. na . Josephs), London 
Shutt, D. T. J. S . Belton), Leeds 

Siddiqui, M. I. (N 

Silver, I. (W. R. Malvern), London 

Silvester, F. S. (P. G Kiely), Reading 

Simkin, J. R. oe) (a St C. Wycherley), Wolverhampton 
Simmond S 8. (C. S. Raine), London 

Simons, D. A. (P. J. Fogden), London 

Sinclair, G. M. R. G. (F. W. English), London 

Singleton, H. V. (Miss) (A. Salter), Cardiff 

Sinstadt, P. A. (D. E. F. Green), London 

Slack, A. R. (J. H. Wilkinson), Macclesfield 

Sloane, B. G. R. (W. D. Menzies), Kingston upon ‘Thames 

Sloley, J. E. (S. L. ee London 

Smart, D. M. (P. J. Burgess), Reading 

. T. P. (R. G. Leach), London 

Smith, C. P. (C. M. M Halifax ' 

Smith, H, W. (G. P. Marsden), Halifax 

Smith, M. J. (J. V. Baines), Stockton-on-Tees 

Smith, M. W. G. (R. Ward), Sheffield X 
ST N. E oa H. Marshall), London F 


(K. B. Stone), Birmingham 
Somani, M. J. (K. Pilling), Bolton 
Somerrard, G. G. (E. T. G. Temet London 
Souren, 5. P. (E. i n Clarke), London 
Sourian-Bishay, H. S. (J. N. Parrott), Bedford 


HM 
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Sisuthgate, C. R. (R. P. Spanton), Bury St Edmunds. 
SE J. S. (M. D. re Hull 
Speyer, R. J. K. (G. B. Judd), London 
Spooner, R. P. (J. T. Thornton), Oxford 
- Sri D RE M. (A. M. Brenner), London 
" Stainforth, R. (N. McLaren), London 
Standeven, A . (P. J. Richardson), Manchester 
Standish, P. J. (H. E. oe London 
Starmer-Smith, J. R. H. (H. Tonge), Oxford 
. (N. E. West), Littlehampton 
uM C . ]. (P. J- Y. Jehring), London 
. J. D. (W. B. S. Walker), London 
ei (C. m Green), Romford 
(L. Pells), London 


. F. Rendell), Bristol 
Sir Richard eabsley), London 
. Chamberlain), Birmingham 
. C. Berkinshaw-Smith), London 
. Sharples), London 
Strother, I. GO . D. Weir), Sunderland 
Strover, R. G. (G. R, Porter), London 
Struth, B. D. (B. W. Cutter), London 
. (Sir Harold Gillett), London 
Sullivan, C. `F, Ò. (W. J. mE London 
, Summers, T. (T. B. Watling), Bristol 
^. Summerson, J. B. (H. Wood), Mes pa Auckland 
~ Supran, J. M. (W. = Land), London 
Sutcliffe, R: S. a E Bacu 
Sutton, J. N. (B. L 
Sweeney, C. J Wap 
Sykes, G. W. (S. F. Gore), Marai 


Stewart, C. 


Tagent, M. E. (E. ck G.J d Up London 
Tan, K. K. (EH. O o London 

Taphouse, LA (B. Ward), Huddersfield 
Tattersall, M. G. (D. Bue ley), M: Manchester 
mna 'F. B. T. (M. I. Gee), London 
x H. Aveyard), London 


Taylor, M. H. ba D. Wolke e iine 

Taylor, P. M. M. (R. Bentley), Southampton 

Taylor, P. R. R. H. Guyver), Exeter 

Taylor, R. W. G. (A. P. W. Simon), London 
~~Terry, D. N. A. (R. A. Douglas), Manchester 

ester, G. B. (P. C. G. Larking), Maidstone 
Thirsk, P. W. (C. S. Blackburn), Beverley 
'Thistlethwaite, J. (T. Whittam), Coine 


. M. Robinson), Newcastle upon Tyne 
I. P. Windle), Birmingham 
Thompson, C Ge A. (G. E e, Stockton-on-Tees 
Thompson, G. P. (B. Swindells), Uckfield 
. Thompson, J. (C. H. Dawson), Newport, Mon. 
Thompson, M. F. (D. H. Lewis), Wolverhampton 
ée R. H. (R. Gibb), Swansea 
Thorp, D. W. (N. A. Westhead), Stafford 
Tibbetts, T , E. J. (R. J. dg nds er), Seet 
Timbrell, C. J. (C. Lee), 
Tink, W. J. L. J. Moir), Bintan 
Titley, J. C. (H. C. Bladen), HAST 
Tobias, H. (M. Harris), London 
Tollerton, R. (I. G. Highley), Raning 
Toop, J. F. (K. F. Steven), London 
Tootell, A. M. (Miss) (G. E. Tutte), Bournemouth 
Towse, G. R. (J. S. Hillyer), London 
. Tudor, M. E. (P. J. Brennan), London 
P esp ^E H. (D. C. ce Watford 
Turner, C. (Miss) (E. ‘Tootle), Wigan 
Turner, H. . (G. T. Holden), Bradford 


~ , 
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Turner, M. E. (H. V. Whitaker), Birmingham 
Turner, M. J. AH T. Worsley), Birmingham 
A H. W. Worboys), Ripley 
und, A T (E. R. Siddie), Taunton 
in, A. , Clarke), Sunderlan 
Turp TER R. Clarke), Sunderland 
A ee J. H. Harris), ER 
rer, M. urray), London 
Ty (N. Me G E 
Tyrie, P. 23 di H. Graves), London 


Underwood, M R. (H. Robinson), Norwich 


Van der Gesten P, E. (H. T. Hoby), Rochester 
Van nonem M. R. G. (F. M. Montague Poole 
Vasi, H. H. (I. G. Miller), Cardiff 

vnm H. Ù. D. (E. J. Gamble), London 
Voss, M. L. (B. D. Scott), Birmingham 


Walder, R. P. (R. J. Por ona) London 
he aa J. R. H. (L. F, Durman), London 
Walls, B. L. (R. J. Howling), London 


Walne, G. (T. A. Pratt), Leicester 
Walton, C. R. (N. B. Solomon), Southport 
A. SL London 
. M. (E. J. M. Bramley), Derby 
Warren, A. T. A P. A. Smith), Leicester 

arren, D. E. (A. J. Knights), London 
Wates, C. S, (E. K. p REDE London 
Watherston, P. D. (E. F. G. Whinney), London 
Watkin, D. W, (K. V. b ics Stoke-on-T'rent 
Watkins, 1 T. (E. Buxton), Stoke-on-Trent 
Watson, A. McP. (R. eecht Sunderland 
Watson, I . (F. W. Lindgren), London 
Watson, J. . H. (R. J. Ee Worcester 


le N. d. R. "Pain B ek ing 

Webber, W. J. (H. F. Shapland), B Minehead 
Webster, G. A (E. S. Bedell), Manchester 
Webster-Smith, P^ (C. B. Se ire), London 
Wells,.T. A. (G. D. Lane), Folkestone 

Wells, V..I. (J. F. Taylor), London 

Wennell, D. M. (Miss) (P. C. Greenwood), Reading 
West, G. D. (E. C. DI London 

West, J. Y. C. (G. S P uice London 

Westhead, D. R. (R. A. Douglas), Manchester 


cc 


oe I. M. (T. A. V. Sutton), Stockport 


Weston, D. J. ( ein Frost), Farnham, Surrey 
Westwater, W. T.( H. R. C. White), Folkestone 
Wheeler, M. W. T J: Ge Chatham 
Wheeler, P. A. (L. R. Armitage), Enfield 
Whitehouse, J. M. (R. Beevers), Walsall 
Whittaker, D. K. (K. G. Snowden), Preston 
N. (H. D. Anthony), London 

A. RO B. S. Marsh), Loughborough 
Wilding, J. R. (E. E. Wilding), London 
Wilford, D. M. (B. C. Cornes), London 

D. M. (H. Newman), London 
Wilkinson, E. R. (J. A. Edwards), Manchester 
Wilkinson, N. G. (R. G. Walker), London 
Wilkinson, P. R. (P. F. Keens), Luton 
Whllcox, F. d A. Moodie), London 
Williams, C. A. (Miss) (Mrs A. Ste E. Morgan), Aberdare 


. Williams, ud Hon. J. W. Remnant), London 
Williams, D. S. (G CA H Huddersfield 
Williams, G. G. (J.G ndon 
Williams, J. H, W. (L. S Een Manchester 


Williams, R. G. (E. C. Archer), Coventry 
Williams- Freeman, D. R. P. (V. R. V. Cooper), London 


P" 
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Williamson, I. Eo McP. e F. Bene. London 
Williamson, M. N. (A. L. Poole), London 
Williamson, T. (R. D. Thomlinson), Carlisle 
Willis, S. p (E. C. Jennings), South Shields 
Wilmot, D. K. (E. G. Lambard), London 
Wilson, G. N. (R. Vi Williams), Worthing . 
Wilson, R. J. (L. J. W. Gould», London 
Win, T. (C. A. Ch pman), 1 London 
Wingate, A. J. K. ( ber), London 
Wingham, M. (K. 5. Carmichael), London 
i : (A. M. Sinden), East Grinstead 
. (Miss) (C. E. Welbourne), Wisbech ` 
Winter, R. A. (A, T. Reed), London 
Winwood, G. M. (J. B. Wilson), London 
Wiseman, A. J. (E. C. Malyor), London 
ore B. (D. F. Gay), London 
W. (A. F. ia Leeds 

. N. Rogers), Liverpool 

ood, T. C eg (A. V. Flather), Bradford 
Woodhall, M. J. (B. J. Millington), Dudley 
Woodham, P. (L. S. Grigg), London 


1,043 Candidates passed 


Woodhead, M. J. (H. Riley), Halifax 
Woodman, A. R. (H. R. Stredder), Solihull 
Woodward, M, V. (W. A. Dodd), Manchester 
Woodward, P. A. (G. C. Salisbury), Woodbridge 
Woolhouse, J. A. (R, W. Atkin), Sheffield 
Worsick, H. (W. T. Buxton), Bury 

Wratten, G. (A. Bei Durrant), Tonbridge 
Wright, D. (R. O. Garwood), Birmingham 
Wright, t (C. W. H H. Morton), Nottingham 
Wright, K. (R. C. Munday), London 


Yap, B. J. (W. A. ANA Ae London 
Yates, J. A. (W. R Searle), London 
Yeomans, B. (J. F. Nash) Kettering 
Young, C. J. (D. M. D. Raper), London 
Xoung. P. S. (E. pa Southampton 
Younger, C. I. (V. S. Gregg), London 


Zafar, S.-U. B G. T. Crabbe), Birmingham 


Zarach, B. P. (J. W. R. Lindsey), London 
Zuberi, A. W. (M. Gordon), London 


1,074 Candidates failed 
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PRELIMINARY EXAMINATION ^N 


, First in Order of Merit and the Institute Prize 
Horwood, Barnaby Michael, Tenterden 


Fall List of Names of Successful Candidates 


Holdsworth, M R., London 
Horwood, , Tenterden 
Houghton, J., Ree 
Hulton, K., Manchester 


Kaye, A. M., Wembley 
Kelly, R. T., London 
Kirkness, D. J4 Bishop" s Stortford 


Liebster, A. M. (Miss), London 


McElwaine, M. J., Leicester 
McKernon, P. J., Birmingham 
Marriott, ., Accrington 
Martin, K. C., London 
Meller, P. R., ‘Birmingham 


Allen, J., Ashton-under-Lyn: Parsons, P. L., Birmingham 
Puddicombe, A. A., London 
Basunia, T. H., London 

Beamish, J., Portsmouth 

Bonner, M., Carlisle 
Branford-White, A. T., Gloucester 


Brooke, G. B., Birmingham 
Coia, G. R., Abbotts Langley 
Cook, H. B., Blackburn 

Cross, C. W., Havant 
Deighton, D. R., Southampton 


Edwards, J. F., Harrow 


Rabinowitz, L. I., Prestwich 
Roscow, V. H., Lancaster 
D., 


Shamash, S. Nicosia . 
Stanbrook, M. S. C., Pinner 
Stewart, f. B., Maidstone 
Stoddard, D., Manchester 
Stokes, K. AS Stoke-on-Trent 


Tausig, J. A., Peterborough 
‘Trace, M., Birkenhead 
Tuppen, if . M., Winchester 
Twigg, A., Denton 


Ferguson, T. K., Stone Mirza, H., London w 
Ford, R. A., Dursley Moor, M. CR Battle van Pelt, C. G. S., Sevenoaks 
Fowler, E. C., Harrow 

Newman, 'T. J., London Wake, K. A., Sheffield 


Grayburn, I. J. L., Westclt-I-on-Sea Newton, E. A., London EE D. M., Keighley 
Norman, M. A (Miss), Walton-on-Thames Wilkes, B. L., Sevenoaks 
Hickey, P. M. (Miss), London Mie A. D., Liversedge 


Holdcroft, J. S., Chester Odele, R. O., London Wray, P. C., Harrogate 
55 Candidates passed 143 Candidates failed 


Summary of Results 





Final Intermediate Preliminary Total 
Candidates Successful — .. 34 is D 797 1,043  . 55 1,895 
Candidates Failed .. SE £5 Së Sé 868 1,074. 143 2,085 
Candidates Dat .. D - dp - 1,665 2117 198 3,980 
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Finance Act Anomalies 


HE Finance Act, 1963, which received the Royal Assent 

| on July 31st, has now been published (H.M.S.O. 7s net.). 

It is a deprssing document, covering 115 pages and con- 

taining some of the most abstruse provisions that were ever 

thought of to confuse and mystify the taxpayer, or, indeed, his 
adviser, and hamper him in his business dealings. 

Over a third of the Act is concerned, in one way or another, with 
the Government's decision to abolish the charging of tax on the 
value of beneficial occupation, as promised over a year ago. Àny- 
one who expected that this change would be made in a straight- 
forward manner must be very disappointed. The whole of Schedule 
A has been abolished but it has been replaced by a new Case VIII 
of Schedule D, supplemented by additional charges under Case VI, 
and the new provisions are infinitely more complicated than the 
old. Much of the Schedule A tax which is assessed on beneficial 
occupiers is levied in effect on premiums and other expenses which 
the occupiers themselves have borne. Since the suspension of 
Schedule A revaluations a good deal of the tax on the premium 
element has been lost. The Government has now taken the 
opportunity to institute a complex code of taxation, not only 
on premiums as such, but also on a great many other lump sums 
having some sort of affinity with premiums. These provisions have 
brought in their train new and infinitely complicated provisions for 
relief in respect of premiums and similar sums paid, and for 
'top slicing' relief for individuals who pay tax on lump sums 
which represent seyeral years' income. 

While one would expect Schedule A provisions which were 
first enacted during the Napoleonic wars to carry with them a 
certain degree of anomaly one might also expect that when the 
Government had a whole year in which to draw up a modern code 
they would take the opportunity to see that the code was reason- 
ably sound and free from anomaly. This second expectation can 
scarcely be said to have been realized, notwithstanding the 
mammoth amendments which were made to the Finance Bill at 
the report stage. 

The original Bill contained no provision for relief to owners of 
flats, in respect of the maintenance and other expenditure which 
they incurred on the common parts of the block, such as the roof, 
corridors, exterior walls and the like. Protests brought forth 
paragraph 6 of Schedule 4 to the Act, which allows the owner to 
treat the expenditure as though it had been made in respect of the 
flats themselves. But paragraph 6 does not say which flats. 
The earlier paragraphs of Schedule 4 make varying provision 
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for the deduction and carry-forward of expenses, 
depending on whether a letting is at full rent or 
© not, and on whether the tenant undertakes 
repairs. As one block may contain flats in all the 
different categories, it will require a Solomon to 
decide how the expenditure on the common 
parts is to be apportioned among the flats. 
Where property is let, but not at a full rent, 
the carry-forward. of expenses from year to year 
is confined to matters arising during the currency 
of that particular lease. Where the property is 
letata full rent (or is empty but offered for letting 
at a full rent) the carry-forward continues 
regardless of the fact that one lease succeeds 
another. It follows that where an owner is in the 
habit of letting a house at less than the full rent, 
say to a succession of relations, the guillotine falls 
each time one lease comes to an end and is re- 


placed by another. There seems to be no justifica- 


tion for this. Even if there is no cessation of the 
lease, but the favoured tenant happens to pay a 
full rent for a short period, this, too, breaks the 
sequence. Seeing that the owner must pay tax 
on the rent, it seems absurd that his acceptance 
of 3t should prevent a carry-forward of expenses. 

It seems also that a lease which began as a lease 
at full rent may cease to be so merely because 
rents in general go up during the currency of the 
lease. In those circumstances again there seems 
to be no justification for penalizing the owner for 
something which he no doubt would have been 
glad to avoid if he could. 

Sections 23 and 24 of the Act can perhaps be 
said to represent a new low watermark. They 
indicate Government anxiety to prevent a 
property owner from avoiding tax.on 3 premium. 
Section 23 deals with a lease granted at under 
market value and subsequently assigned at a 
premium. Successive assignors may find them- 
selves chargeable to tax in respect of the original 
undervalue. Section 24 deals with an expected 
device consisting of selling the property and 
buying it back later or taking a lease back. As a 
further refinement, the owner is taxed on part of 


the sale proceeds even if the property is conveyed ` 


to a person ‘connected’ with him. However, it was 
pointed out in Parliament that this section might 
hit the well-known device of sale and lease 
back, 
of take-overs. Accordingly, the Government 
obligingly exempted that particular manifestation. 
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Why it should do so is not clear, for sale and 
lease-back is just as much a tax avoidance device. 


In the welter of special provisions one should. 


not overlook the more basic absurdities. If a lessee 
sublets at a premium he must pay tax on the 
premium. If he simply assigns the lease for a 
lump sum he escapes tax, unless he is caught 
by the special provisions of section 23. Since it 


wil normally be to the advantage of the other 


party to thé bargain to take a sublease rather than 
an assignment, it follows that a certain amount 
of jockeying is to be expected, in which the one 
who has the best income tax adviser is likely to 
be the one who gains on the transaction. 

Enough has been said to show that new terrors 
now lurk in the complicated by-ways of conveyan- 


cing practice. But there is worse to come. If a. 


lump sum is chargeable to tax in the hands of the 
beneficial recipient, and he happens to have his 


usual place of abode abroad, then the payer is 


under a duty to deduct tax under section 170 
of the Income 'Tax Act, 1952, and hand it over 
to the Inland Revenue. Whether he deducts it or 
not, he must still hand it over. How is he to 
know whether the sum he pays contains a tax 
element? and how is he to know that the person 
beneficially entitled to it has a foreign abode? 
Bearing i in mind that the standard rate of income 
tax is 7s gd in the £, unsuspecting people who 
buy properties and leases may have some s very 
unpleasant surprises. 


still not'escaped from the idea of notional income 
from the occupation of premises at no rent (or less 
than the full rent), criticism of which was the 
genesis of the abolition of Schedule A. The Fifth 
Schedule to the new Act contains provisions for 
computing the ‘annual value’ of premises, largely 
by reference to the rating Acts. Section 47 
imposes Schedule E tax on an employee who, or 
whose spouse, occupies a house belonging to 
the employer; and for this purpose the. annual 
value will be relevant. It was realized that a great 
many people who lived in State-subsidized houses 
and were employed by the owning local authority 
would have to pay tax on the subsidy element in 2 
the annual value if the section was not modified 
in their favour. This modification was duly made. 
Here one can perhaps coin the dictum that all 
beneficial occupations are equal, but some are 
more equal than others. 


T 
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Even after all these new complications, we have 
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Investment and Published Accounts 


- A review of the recent congress of investment analysts in Cambridge 
by S. J. TITCOMB, A.C.A. 


HE second congress of European invest- 

ment analysts held in Cambridge last month 

was briefly reported in The Accountant 
of July 13th, but it may be that the significance 
of this congress has not been fully appreciated. 
Some of the aims of the congress concern the 
aspirations of a young profession and the interest 
in them is therefore restricted mainly to persons, 
among whom are many accountants, directly 
engaged in the investment business. To other 
members of the accountancy profession, perhaps 
c the most important features were the unanimous 
wish on the part of the delegates to extract the 
utmost predictive content from the information 
already published by companies and public 


authorities throughout Europe, together with 


suggestions as to how that information could be 
improved and methods of securing the desired 
improvements. The congress was honoured by 
the presence at its banquet of.the Rt Hon. R. 
Maudling, P.C., M.P., Chancellor of the Exchequer, 
Mr R. P. Winter, C.B.E., M.C., T.D., D.L., F.C.A., 


President of 'The lustitute-of Chartered Account- 


ants in England and Wales, and Mr Kennedy 
Cassels, M.A., F.C.I.8., President of the Chartered 
~ Institute of Secretaries. 

Improvement of Company Information 
The first congress of the European Federation of 
Financial Analysts Societies at Courchevel at the 
beginning of 1961 had carefully tabulated the 


position as regards consolidation of accounts in ' 


each of the member countries, namely, Belgium, 
Holland, France, Netherlands, Switzerland and 
the United Kingdom. Since the first congress 
the various members of the commission formed 
for the purpose had approached leading com- 
panies and financial organizations in each country 
in order to ascertain the reasons for the failure 
(except in the United Kingdom) to publish the 
consolidated accounts. The objections and ob- 


, Stacles to consolidated accounts were found to be: , 


de (1) fiscal reasons; 
'(2)the failure to recognize outside share- 
holders; 
(3) complex structures of continental groups; 
(4) extreme conservatism and lack of adaptation 
to modern concepts; 


(s) fear of revealing information to competitive 

. companies; 

(6) legalistic thinking. 

All these were fully discussed at the recent 
congress by Commission No. 1, and with the 
exception of fiscal reasons, the objections were. 
logically dismissed. 

It was considered that any company whose 
equity was quoted was ipso facto inviting the 
public to participate in the risks and ownership 
of the business, accordingly such a company 
should respect its corresponding duty to provide 
shareholders with the information to which they 
are entitled as owners. There was a rather sur- 
prising unanimity that this obligation required, 
in the case of a group, the publication of a 
consolidated balance sheet and a consolidated 
profit and loss account for the group in addition 
to the parent company’s balance sheet and the 
profit and loss account. It was felt that there 
should be no general exemptions from con- 
solidation, although a special form of accounts 
would be necessary for certain industries, e.g. 
banking and insurance. The information disclosed 
should not in any case fall short of the standards 
generally expected for other industries as being 
necessary to show a true and fair view of the 
financial condition and results of the group. 

Although there has been a small improvement 
in the position since the first congress, it is 


- disappointing that the adoption of consolidated 


accounts had been extremely slow. New legis- 
lation is, however, pending in both Germany and 
Belgium, and it is understood that this will 
favour the introduction of consolidated accounts. 
In the United Kingdom, of course, consolidation 
of both balance sheet and profit and loss account 
is required by the Companies Act, 1948, but the 
commission felt that the form of accounts could 
well be improved. ` ` 

Many leading companies in Holland produce 
consolidated accounts, but in Switzerland full 
consolidated accounts are produced by only one 
company. Ín France consolidation is hindered 
by company structure and discouraged by the 
fiscal regulations but is included in the proposed 
reform of company law. 

Recommendations have been made regarding 
the standardized’ treatment of consolidated ac- 
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counts of various items having due regard to the 
particular problems present in each European 
country. There is, for example, a suggested 
minimum amount of information necessary in 
respect of substantial holdings in unconsolidated 
associated companies. 

Many Continental groups have major (say 30 
per cent) holdings in other companies and these 
holdings are difficult to evaluate. The commis- 
sion recommends that only those companies in 
which more than a 50 per cent interest in the 
equity is held should be consolidated but makes 
interesting recommendations as to the information 
which should be available to shareholders of the 
parent company regarding the long-term invest- 
ments in associated companies. 

The commission’s recommendations are as 
. follows: 


(a) There should be shown by way of a supple- 
mentary note the aggregate market value of 
all such quoted investments and also the 
directors’ estimate of the aggregate value of 
non-quoted investments. 


(b Where the value of any investment is 
material it 1s recommended that the size of 
the parent company's holding be stated and 
that the balance sheet of the associate com- 
pany be made available, or failing this that 
at least the amount of the net asset value 
attributable to the holding be shown. There 
should be shown separately the amount of 
the loan capital of the long-term investment 
together with its issued share capital. 


(c) Long-term loans to associate companies 
not consolidated should be shown separ- 
ately. 


In so far as income from investments is con- 
cerned the commission recommends as follows: 


_ (a) Investment income should include only 


income from long-term investments. 


(b) The tax status of the amounts shown should 
be made clear. 


(c);The figures should exclude any amounts 
distributed of a capital nature. 


(d) Additionally there should be shown by way 
of a note in respect of ordinary shares (i) 
the aggregate dividend income brought into 
account from the investments during the 
group's financial year, (ii) the amount of the 
group's share of the aggregate profits both 
before and after deduction of non-cash 


charges together with the amount of tax 
: deducted. 
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(e) Where the attributable profits as shown in 
(d) of any one long-term investment are 
material it would be helpful to have a 
separate profit and loss account for the 
associate company. 


Commission No. 2 


The European Federation adopted the recom- 
mendations of this commission as.a resolution 
of the congress. National societies of investment 
analysts are to create from among their members, 
corporate information committees to comment 
annually on the standards of shareholder infor- 
mation (and the differences between the practices 
of countries) in particular industries in each 


bh 


country. The Federation is to collate these . 
national reports and use its influence to standard- , 


ize the method of presentation of figures. 

The Federation also desires to set up work 
groups with other bodies interested in share- 
holder information, such as accountants, bankers, 
company secretaries and stock exchanges. The 
purpose of these groups would be to examine the 
theoretical and practical difficulties which, in 
one country or another, hinder or prevent the 
publication of information necessary for the 
assessment of investments. 


Accounting Terms 


There were three fact-finding commissions. One 
dealing with terms and concepts could be of 


considerable value to accountants when dealing; d 


with European accounts. It was found that 
in a large number of cases there was a close 
similarity between the terms used in the six 


participating countries, and a glossary was pro- . 


duced showing the nearest equivalent terms in 
each language. Many of the balance sheet terms 


: in the various countries were found to correspond 


closely with one another, and this also applied 
to some of the analytical ratios. In the comparison 
of profit and earnings concepts, a considerable 
degree of divergence was found as an inevitable 
result of the differences in law, taxation and 
accounting methods in the six countries. It was 
apparent that there was much ground for further 
work in order to achieve international standardi- 
zation of all financial terms and concepts. This 
is a field in which the U.E.C. should be- 
able to give considerable professional guidance. 

The two other fact-finding commissions dealt 


! The U.E.C. has, of course, already published the U.E.C. 
Lexicon on accounting terminology in German, French, 
American, English, Spanish and Dutch. - Editor. 
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with share indices and bibliography, respectively, 
and further work is to be done in, this field. ` 


d Theory of Security Analysis 


Three commissions dealt with various aspects of 
security analysis. The group dealing with the 
exploration of the usefulness in company accounts 
of tables showing the sources and uses of com- 
pany funds, did extremely valuable work which 1s 
of interest to accountants- generally. Such tables 
enable an observer | 

(a) to reach a fuller understanding of a com- 
pany's financial position shown in the 

- balance sheet, and above all to allow him to 
make a more reliable estimate of the future 
demand for external finance; 

c. (6) to make possible a fuller understanding of 
the income account and balance sheet, and 
to facilitate the recommendations of the 
former in cases where the published income 
account is inadequate or potentially mis- 
leading. This is, of course, a vital function in 
some continental countries though not in the 
United Kingdom; 

(c) to identify the investment by the company 
over a period, i.e. the acquisition of assets, 
distinguishing between many asset types. 
Comparison of asset growth in other 
accounting data should facilitate an assess- 
ment of a company’s dynamic quality; 


(d) to identify the methods of finance followed | 


in order to illuminate, in particular, the 


A. 
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` degree of EE ; 
(e) to illuminate aspects of the change in current 
assets. 


Four commissions dealt with - analytical tech- 
niques for separate industries covering stores, 
vehicles, steel and: insurance. Most of the 
analytical techniques proposed could’ be imple- 
mented in those countries where there was 
adequate financial information. The financial 
information available in the United Kingdom, 
apart from the missing turnover figures, is 
normally considered adequate for the use of the 
techniques proposed. 


Conclusion 


There can be little doubt that accountants and 
financial analysts have a'common interest in the 
standardization and improvement of financial 
information, terms and' concepts in Europe 
generally. The European Federation of Financial 
Analysts Societies is young, serious and inter- 
national and seeks to work with other international 
groups in order to improve and increase the 
information available from public authorities and 
companies in Europe with a minimum of extra 
work for the management involved. 

The Federation's third congress is to be held at 
the beginning of 1965 in Belgium and may be ex- 
pected to give added impetus to the movement 
towards the integration of financial, accounting 
and investment practices in European countries 
generally. 





The Accounting World 


- Topics of Professional Interest from Other Countries 


UNITED STATES 


Tax Moves 
NE of the most controversial features of the U.S. 
Revenue Act, 1962, has been the elimination of 
what are known as the tax deferral privileges for U.S. 
corporations and citizens operating overseas. In the 
case of corporations with overseas subsidiaries, any 


b earned by the latter are liable to U.S. tax only 


the extent that they are distributed in dividends to 
‘the parent company. This concession has often 
meant indefinite postponement of tax liability as far 
as the U.S. Treasury is concerned, but this is the 
least of its problems in this field. 
In recent years a growing number of. U.S. cor- 
porations has set up subsidiary corporations overseas 


and then linked them with other subsidiary under- 
takings in what are euphemistically known as ‘tax 
havens’. The main feature of these tax havens is that 
they impose a much lower rate of tax upon income 
and profits earned outside their frontiers. Thus, by 
interposing an operating subsidiary, for example, in 
Western Germany, with another in a major tax haven 
such as Switzerland, the profits earned can avoid 
substantial tax. The methods used to this end 
necessitate artificial pricing of goods and services 
between the subsidiaries and parent, the transfer of 
patent licensing rights at non-economic fees, etc. to 
ensure that a disproportionate part of the total 
profits accrue to the subsidiary based in the tax haven. 

The U.S. Treasury is reported as having identified 
over five hundred U.S. owned corporations based in 
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Switzerland, although according to the returns made by 
U.S, firms, shareholders and others, thé number of 
. such subsidiary corporations in Switzerland is only 
ninety-two! The difficulties created by these practices, 
quite apart from the loss of tax revenue to the U.S. 


Treasury, concern the uneconomic and excessive: 


allocation of private investible funds to overseas 
territories and the strain these capital movements 
create for the U.S. balance of payments position. ‘The 
1962 Revenue Act, will tax all such profits within two 
years. Only half of the subsidiaries profits will be 
taxed next year and the total in the year after and 
all later years. Where the subsidiary operates in an 
under-developed country, this change of law will not 
apply. It is noteworthy that the United Kingdom, 
France, Germany and Japan are among other 
countries in similar states of economic development 
specifically excluded from the description of ‘under- 
developed’! 

Precisely the same policy has been adopted in 
respect of the earnings of U.S. citizens who choose to 
live overseas and thereby gain exemption from U.S. 
taxes. This exemption is stopped by the Act, but 
in the case of the U.S. citizen living in an under- 
developed territory, earned income up to $20,000 
per annum will be exempt from U.S. tax. Further- 
more, real estate owned averseas, which has hitherto 
been exempt from U.S. estate duty, will in future 
be charged. . 


bd 


SWITZERLAND 


Use of Financial Ratios E 


HE financial ratios which have proved most 

useful in balance sheet analysis are four in 
number, according to German authors. Die Finan- 
gierung, or leverage, relates proprietors’ capital to 
outside capital; Der Deckungsgrad is the ratio of 
long-term capital to fixed assets; Die Investierung, 
or capital intensity, relates fixed assets to current 
. assets; and Die Liquidität is the current ratio, or more 
precisely, current assets to short- and medium-term 
liabilities. 

An article entitled ‘Judging balance sheets in 
practice’ by Michael Hoessli (Der Schweizer Treuhdn- 
der, June 1963) shows why and how these ratios are 
calculated in Swiss practice, using hypothetical 
figures from a printing and publishing firm. In doing 
so, the author relies upon certain norms as his criteria 
for comparison, and it is interesting to compare these 
with other countries. 


"Leverage, he claims, should be on a 1:1 basis, that’ 


. is, not more than eo per cent of the book capital 
should be outside capital (current liabilities are 
included in capital, following the usual practice on 
the Continent). It may be one or two points higher 
if the company has substantial hidden reserves. The 


increase of this ratio may be due to inflation, because’ 


the greater money investment in fixed asset replace- 
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ment is largelv financed by short- and long-term 
borrowing. 

The fixed capital ratio is traditionally regarded as a 
relationship greater than 1:1 because some pro- 9 
prietors’ capital should finance current assets. There 
are two reasons for this: first, because inventories 
include a ‘base stock’ element, and secondly, because 
current assets usually include some investments at 
higher than normal risk, and these should be financed 
with risk capital. 

More modern thinking holds that even fixed assets 
may be financed in part with loan capital, providing 
that the term of the loan is commensurate with the 
life of the assets. This calls for the inclusion of long- 


‘term loan capital with proprietors’ capital in cal- 


culating the fixed capital ratio. The difference 
between long-term capital and total fixed assets, 
where the ratio is greater than 1:1, represents long- ` 
term capital tied up in current assets, and another `, 
way of showing this is to deduct long-term loans * 
from fixed assets and compare the result with 
proprietors’ capital. This not only shows the amount 
of long-term capital invested in current assets, but 
also whether it is proprietors’, or loan, or both. The 
excess of proprietors’ capital over fixed assets less 
long-term loans is the first stage in calculating net 
worth. 

In this type of business, again, there is traditionally 
an excess of current assets compared with fixed assets. 
This begs the question, however, whether a part of 
the inventories should be regarded as a fixed asset, 
which would also affect the previous calculation. 


As far as the current ratio is concerned, then it is 
usual to look for 1 :1:5, and even 1:2. Many businesses ` 
accustomed to working with higher ratios have seen, ` 
them gradually reduced as inflation has swollen thy 
book value of current assets and the liabilities arising 
out of their finance. If part of inventories are regarded 
as fixed, then the validity of this calculation becomes 
questionable. 'T'he article includes an asset variation 
statement for 1952-58 and 1958-59. 


- NEW ZEALAND 


Decimal Coinage in July 1967 

As referred to in The Accountant of April 27th last, 
New Zealand is to adopt a ten shilling unit when 
decimal currency is introduced in 1967. The Asso- 
ciate Minister of Finance, Mr D. Seath, has now 
announced that the change-over date will be July 
irth of that year. No decision, he added, has yet. 

Existing notes and coinage would, Mr Seath sill 
continue in circulation at the new decimal equiva- 
lents with some changes in wording and design made 
at a convenient time after the change-over. There 
would be a larger bronze coin to replace the three- 
penny piece and the halfpenny would be retained, 
but would eventually go through lack of demand. 
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Accountin g Principles 
and Business Reality-1 


by Professor H. C. EDEY, B.COM,, F.C.A. 


I The Objects of Financial Accounting 


T is perhaps not always remembered that 

financial accounts fulfil more than one purpose. 

Consider the most important part of financial 
accounting: that concerned with company accounts. 
Of the numerous reasons for preparing annual 
company accounts, we can distinguish four major 
ones: 

(1) To provide a working basis for the annual 

share-out among shareholders. 


OG (2) To provide a basis on which, after suitable 
adjustments, the annual income and profits tax 
assessments can be made. 


(3) To provide shareholders, and others, with 


financial claims on the company, with an 


indication of the business prospects of the 
company and the relative success of the 
directors. 


(4) To indicate to owners what remuneration and. 


perquisites have been enjoyed by the directors. 
The fourth object differs from the other three in 


that no economic estimation of profit is involved, and ` 


- I shall not discuss it further here. 


2. The other three objects have in common the 
calculation or estimation of a figure called ‘profit’. 
“The purposes served by the calculation have, 

owever, a significant effect on the way it is 
approached and, I would argue, on the accounting 
principles that are appropriate. Whatever their 
ultimate rationale, the rules relating to distributable 
profit.and to taxable profit are now more or less 
tightly drawn. The desire to avoid uncertainty in their 
application has played a great part in their develop- 
ment. On the other hand, the idea of profit as a guide 
to shareholders and. other interested parties must, if 
it is to be of much use, be a business (or if you prefer 
it an economic) concept: a more flexible approach is 
required. 


3. In my view the idea of the annual accounting 
report as a statistical aid to financial management has 
not yet been properly disentangled from the much 
older idea of the annual accounts as a simple check 
on directors’ honesty wvis-d-vis their shareholders, 
ns as a rough guide to the equitable distribution of 

anual dividends with an eye on the interests of 
various classes of shareholders and of creditors. 


4. Indeed, Y think that there have been occasions 
when changes in accounting methods intended to 
improve the information given to shareholders (or 


1 52 ATC 464. ? 34. A. T.C. 330. 3 40 A./T.C. 21. 


to management). Kate been prevented because 
auditors have taken the view that they conflict with 
the rules for profit calculation generally assumed to be 
imposed by the judicial decisions on dividend law. 
Whether auditors are always right on such occasions 


- does not matter here, since the point I wish to make 


is that such considerations are nae necessarily relevant 
to business needs. 


.5. Furthermore, I believe that tax law has an in- 
fluence on company accounting practice, in that it may 
inhibit a change of method that would commend 
itself on other grounds. Accounting principles 
(e.g. of stock valuation) that will do for company 
law purposes may be unacceptable by the Revenue 
courts. For example, in the cases of Patrick and 
Broadstone Mills Lid ([1954] x All E.R. 163 (C.A.))4, 
and Minister of National Revenue v. Anaconda 
American Brass’ Ltd ([1956] A.C. 85 (P.C.))®, the 
base stock and LIFO methods of stock valuation 
were held to be invalid for income tax computations. 
The balance has, for the time being at least, been 
restored by the decision in Ostime v. Duple ‘Motor 
Bodies Ltd ([x961] 2 All E.R. 167 (H.L.))®, allowing 
valuation by direct costing. But no one knows in 
which direction the decision in such cases will go. 
Most accountants would hesitate before introducing 
a modification in accounting procedures if this meant 
that in future there was a risk that two sets of figures 
would be required, one for the Revenue and one for 
the annual report: duplication is not without cost. 


6. The conventions on which financial accounts are 
prepared — the normal accounting principles - 
have grown up as the result of a historical process. 
They were originally needed in order to provide 
workable rules by which the maximum dividends 
appropriate to the situation could be approximately 
gauged. They were, I suggest, no more than a 
sensible, rule of thumb, way of solving a particular 
problem. The old auditing cases show that this is 
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how the judges understood them. It is doubtful 
whether in the days when they developed they were 
ever intended to provide precise measures of the 
degree of business success. Clearly there was no 
intention that they should do this for shareholders, 
for as you know directors had, at any rate until the 
Royal Mail case, no compunction in reporting 
profit net of significant undisclosed contingency 
reserves, not necessarilp based on any careful 
consideration of future known liabilities. Secret 
appropriations to reserve were perfectly respectable. 


7. The Royal Mail case, the Institute's Recam- 
mendations and the Act of 1948 may be thought to 
have changed all that. But is the change as big as was 
thought? The Recommendations and the 1948 Act 


have done good. But. this should not obscure the . 


fact that financial accounting statements and business 
reality can still be far apart. Indeed, although there is 
still room for improvement in financial accounts — 
for example, with respect to valuation methods — 
I think there are reasons for believing that we may 
be nearing the end of fruitful development in the 
traditional form of accounting report. In order to 
Show what I mean I shall now turn to the question of 
business aims and in particular the nature of the 
investment process. | 


II The Nature of Investment 


8. Business considered as an economic activity is 
essentially a process of investment: purchasing 
power is parted with in the expectation of receiving 
greater purchasing power in the future. On this view, 
we must agree, I think, that the owners of business 
are, stpfar as economic decisions are concerned, interested 
ultimately only in the amount of purchasing 
power committed to the investment, the future flow 
of cash receipts (dividends) they may expect to receive, 
and the potential liquidity in the form of available cash 
which the investment will give them at all future 


times. In short they are interested in the relation ` 


of the financial input of the investment to the financial 
output. Nothing else is of economic interest to them. 
I have been careful to avoid saying that nothing else 
is of interest: the adjective ‘economic’ is of great 
importance. Non-pecuniary considerations probably 
: enter to a greater or a less degree into most investment 


decisions. But this does not concern us here; our. 


problems are those that arise when allowance has 
been made for all such matters. 


9. You will notice that I have spoken of dividends 
and of liquidity and not of profit. This is quite 
deliberate; much of what I have to say turns on this 
point, that — in the end — it is money that buys things 
and not figures of profit. 

ro. Some formulations would suggest that. the 
economic interest of shareholders lies simply in the 
relation of a single expected pattern of future 
dividends to the resources initially at risk; but this is 
not enough: liquidity must be brought in too. 
It is because liquidity may be of importance that 
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writers on the valuation of securities lay so much 
enphasis on ‘marketability’ — an important determi- 
nant of the liquidity of such investments. The question 
may be just as important in relation to an internal, 
management decision: ‘If something goes wrong or 
we need more finance suddenly, how much could we 
realize by discontinuing this process?’ It would, indeed, 
be possible to make a classification of shareholders 
such that the classes constituted a range, at one end 


of which lay shareholders whose interests were 


almost entirely confined to future dividends, with 
little concern for liquidity, and at the other end those 
whose sole interest lay in the liquidity they could 
withdraw from the investment in the near or more 
distant future: at one end would be the purely 
'"income-conscious' person, at the other the purely 
‘capital-value conscious’ persons. In between we 
should find the majority who are interested in varying 
degrées in both. 2 008 

II. One can perhaps simplify the picture by. 
regarding potential liquidity as nothing more than a 
possible alternative cash receipt flow. One can then 
think of any given investor as making his plans in 
terms of a standard ‘most probable’ dividend 
éxpectation — perhaps continuing for an indefinite 
period into the future — but with an eye on the 
possibility, suould his general financial position 
require it, of stopping this flow at any point in time 
and accepting in lieu, a single, final cash receipt; or, 
where part of the investment was realized, of 
accepting a specially large cash receipt plus, thence- 
forth, a smaller flow. In its most obvious form this 
appears as the possibility of selling part or whole of a 
quoted investment, thus obtaining liquidity at the 
point of time of the sale and sacrificing any further 
dividend flow from the part sold. An owner-manager 


may be able to raise liquidity for personal use in WE, 


way by selling off part of his ownership claim, e.g. by 
selling equity shares, and he must take this possibility 
into account in his overall plans. When he is con- 
sidering investing resources in any particular activity 
to be carried. on as part of the business, he is faced 
with the same kind of pattern in his internal planning: 


E dd 


1 


^ 


è 


he must (assuming, of course, that he is attempting . 


to make a systematic appraisal) consider the possible 
contribution tc the net cash flow yielded by the 
new expenditure — the dividends, to the whole 
enterprise from this particular investment, if you. 
like.— and also the possible net realization receipt if 
he decides at any time to terminate the activity and 
liquidate the assets he is using. If any activity 1s not 
expected to be of indefinite duration, one component 


D 


of the flow of cash released by the activity will be. 


that realized in its final winding-up. A board managing 
a. company on behalf of shareholders is in a similar 
position, though one must assume in their case that 
in choosing between opportunities they are basing 
their decisions on what they consider will best suit 
the shareholders rather than themselves. 

12. Thus, when we get down to the kernel of the 
matter, there is a structural similarity between the 
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arithmetical pattern that describes the economic 
aspect of an investment in a security ~ say an ordinary 
share of an industrial company — and that which 


"^ describes any industrial investment project, such as 


£ 


the outlay made by a chemical manufacturing 
company on a new plant. From this two things follow. 
First, that whatever formal calculation procedure is 
used in evaluating the one, will be relevant to the 
other. It is, for example, the view of some financial 
controllers, of economists and, I may say, of 
academic accountants, that the use of discounted net 
worth calculations (or their arithmetical equivalents 
in the form of annuity or compounding calculations) 
is the best approach at present available to the task of 
making clear the logical implications of investment: 
of the significance of assumptions that have to be made 
about future cash flows and initial sums invested. (See 
Appendix I for a note on the rationale of this method 
and an illustration.)! Such methods are equally appro- 
priate, whether one is a member of a financial com- 
mittee concerned with the economic justification of a 
new chemical plant or a new power station, or the 
investment manager of a pension fund. 


13. Second, the general principles guiding the 
preparation and presentation of the arithmetical 
information on which the decision is based, and the 
figures which are later used to check (so far as is 
ever possible) whether the outcome of the decision 
tallies with that planned, should be the same, 
whatever the form of the investment. These principles 
should be related to the criteria on which the invest- 
ment decision is based. There are, of . course, 
considerable differences in detail between one 
investment decision and another, and between 
internal management investment decisions and 


_, decisions to invest in this or that stock or share. But — 


and this is what is important in getting to the root 
of things and in setting up a systematic general 
framework for one’s thinking — the formal pattern 
is the same: the relevant magnitudes are the initial 
amount at risk, the future flow of cash released and 
available for other uses, and the amount of cash that 
could be disinvested (by sale or otherwise) should the 
need arise, at any point of time, however uncertain 
may be the assessment of all these. 


I4. I have referred to investment projects in 
terms of the relation of future cash flows to an initial 
money outlay. There are occasions when the word 
‘cash’ may not be entirely apposite, because an 
initial investment, a dividend, or a final liquidation 


payment, are made in kind. We can, however, assume . 


that in such cases the value transferred is a cash 
/ equivalent, obtained by taking the current realizable 
*vàülue. An important example of this arises when we 
consider the initial investment. Economic activity 
is a continuous process of reinvestment. If we take 
any activity we choose — a large business group, a 
division within that group, a single plant in the 
division, a stock exchange security — each represents, 


1 Reproduced on page 227. - 
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to its owner, locked up purchasing power that could ` 
be released by a process of realization. This realization 
can be sale to some other person, or transfer to some 


Other use by the same owner. In either case the 


decision to contiue the use of an asset in its existing 
employment is equivalent to a decision to invest in 
that employment the money value the asset could 
realize, whether this would be in the form of a 
direct cash receipt or of saving the necessity for laying 
out cash elsewhere. 


15. Thus, to go on holding a share involves 
(subject to the cost of using the market) the same 
considerations as to buy the share. The justification 
of the continued use of an asset in terms of future 
contribution, whether in the positive form of surplus 
cash outflow created by the asset or of saving in cash 
inflow otherwise needed, is just as desirable in the 
interests of economic efficiency as a similar justifi- 
cation for new money invested. True, there are many 
situations where this justification is so obvious — 
where the effect of withdrawal of the asset would 
cut the cash flow by so much — that no detailed study 
is needed. One does not have to make a special 
calculation to justify the continued use of the rails of 


' the London- Birmingham railway line. But one does - 


or should — have to justify the continued operation of 
the whole line and, therefore, the retention of the 
economic resources invested in it. 


III The Investment Plan as a Budget 


‘16. You will have noticed that in specifying the 
financial figures that seem relevant for investment 
decisions ~ whether taken inside a company, or by a 
shareholder buying an interest in a company - it 
has not been necessary to bring in directly the 
concept of accounting profit. What has been said so 
far calls, rather, for a set — or sets — of cash budgets. 
Any given investment project can be characterized 
by a budget of the overall cash account for that 
activity, showing the estimated amount of the cash 
absorbed initially by the investment activity and the 
flow of cash 'dividends' released thereafter. 

17. Thus, fora cash outlay of, say, £1,000 used in a 
particular way, the net cash flow shown by the long- 
term cash budget might be as follows (in £s): 


—-1,000, -]-xoo, -+ 110, +120... +600 


where the minus sign indicated cash initially absorbed 
by the activity (say a new plant) and the plus signs 
indicate cash released each year thereafter. Such a 
series might be finite, or might be assumed to 
extend into the indefinite future. The first step in the 
process of investment choice could take the form of 
calculating a series of this type, as the outcome that 
was assumed to be most probable. The discounting 
procedure of Appendix I could be applied to this. 
Other possible patterns might be calculated, based on 
alternative assumptions about the future course of 
events. It is in this way, indeed, that the liquidity 
question could be introduced. For example, one 
possibility considered might be that a need for cash 
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elsewhere in the enterprise would call for the 
liquidation of the investment at the end of the third 
year. The cash flow series could be re-calculated on 
the new assumptions, An estimate would have to be 
made of the cash that would be released in such a 
contingency. If this amount was set at, say, {goo in 
addition to the {120 expected in the third year in any 
. case, the new series would be: 
— 1,000, +100, -+-I10, +-1,020 

This procedure could be repeated for other assump- 
tions. This brings out, incidentally, that the liquidity 
question can be regarded as a matter of setting out in 
figures (on paper, or perhaps more vaguely in one's 
mind) on the appropriate assumptions, those 
particular cash flow series which correspond to cases 
in which the investment, or part of the investment, 
is assumed to have z shorter life than what is con- 
sidered the most probable case. 


18. In principle, investment choice requires the 
'study of an indefinitely large set of such patterns for 


each proposed activity. As the number of possibilities ` 


is usually very large, and as the estimation of the 
cash flow from any investment is often very difficult 
and frequently hes to be based on very shaky 
foundations, investment choice looks a difficult 
process; and so it is. "This explains why in practice só 
many rules of thumb have to be used. Nevertheless, 
the kind of pattern I have indicated is relevant, for 
though all possibilities can never be explored — a 
large part of good decision-making being indeed the 
ability to pick the small number of alternatives that 
are worth looking at — a logical pattern of thought, 


bringing in the financial realities, is needed for. 


those that are considered. 


I9. You will perceive that in this example I have 
skated over many of the problems of investment 
choice. I think, however, that Í can be excused, for 
the problems I have avoided are not concerned with 
the main point I wish to make, namely, that the 
ultimate economic reality of investment planning is 
concerned with cash flows — it is as a consideration 
for the provision of cash that interest and dividends 
are paid, and it is cash that is needed for the payments. 
This does not, of course, mean that investment 
planning can be done on the basis of a single year's 
cash budget: this is not a question of using a receipts 
and payments accourt for one year instead of a profit 
and loss account for one year. When I speak of cash 
flows and cash budgets it is to the whole series of 
annual budgets, as far into the future as it seems worth 
while going, that I am referring. 

20. When one discusses this kind of procedure the 
following type of objection is often made: 'How can 
one look so far into the future? Surely, to suggest 
that one can estimate the cash flow ten years hence 
resulting from a given investment now is to be 
quite unrealistic.’ This objection must be met, for 
though I think it to be irrelevant, the thought 
prompting it is not unreasonable. It is quite true that 
there are great uncertainties in estimating — or 
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guessing — so far ahead. But this does.not excuse _ 


management from asking questions of the form: 
‘If we make this investment, and d the results in 


terms of future cash flow are such and such, will it* 


have been justified and to what extent?’ and following 
up the posing of a series of such questions by posing 
a second kind of question of the type: 'Do the 
answers to the first set of questions suggest that the 
investment should be undertaken when we weigh up 
as best we can the probabilities of the correctness 
of the assumptions on which they are based?’ It is by 
posing questions of this type that the systematic 
methods of the natural sciences can be made to pay 


-off in business. Posing and answering the questions 


sometimes requires simple arithmetical studies. 
Sometimes more elaborate models are necessary. The 
fact is that most investments can only hope to pay for 
themselves over a period of years: whatever one may 


think about the difficulties of forecasting the future, <- 


the decision to put money into any long-term project X 


implies the taking of a long-term view, whether one 
admits it or not. There is no excuse for doing it 
haphazardly. (It may, incidentally, be noted that the 
preparation of a profit and loss -account usually 
involves assumptions of the same type about the 


long-term future. Any depreciation calculation: 


involves assumptions about the useful life of an asset 
and its residual value.) 5 

21. These considerations suggest that for the 
investor, whether he be owner-manager or minority 
shareholder, the type of accounting statement that 
would be most useful would be a cash forecast; a 
statement setting out the components of the long-run 
cash budget. 'The statement would, necessarily, show 
the dividends it was hoped to pay, and would give 


details of further finance to be raised in the future. d 


If budgets are good for management, why should 
they not be for shareholders? If this seems fanciful, 
let me say that much of the work of investment 
analysts is essentially an attempt to sketch in an 
outline of such a budget for each company they 
examine, even though the figures they produce 
necessarily fall far short of a complete picture. The 
art of interpreting financial accounts is, indeed in 
large part that o: building up in one's mind, by 
detective work and intuition, a picture of the future 
cash flow, while incidentally forming gradually an 
opinion on the general quality of the direction and 
management. 

22. Nor is the suggestion that shareholders be 
given a forecast of future dividends without precedent: 
as you know such a forecast forms, to the extent of 


the next dividend, a normal part of the information , 


provided by the board of directors in a prospectus. A 


Though I am sure that there would be much" 


opposition to the introduction of a legal requirement 
that information of this kind should be made 
available to shareholders as a normal rule, and 
though there are clearly difficulties, I think that a 
case can be made out for it. Certainly it would, at 
any rate so far as larger companies are concerned, fit 
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in with current ideas of the need to co-ordinate 
the plans of different companies in the interests of 
the economy as a whole. It has been proposed for 


» the nationalized industries, 


d 


(To be continued.) 


APPENDIX I 


The use of Compound Interest and Annuity Formulas 
in Investment Choice 


1. The use of these formulas is based on the fact that 
any investment (or capital expenditure) absorbs valu- 
able resources that could have been used in some other 
way to produce an alternative cash flow. Àn investment 
is therefore only justified if the flow of cash it releases 
(that can be used for some other purpose) 1s enough to 
return the original money invested and in addition earn 
interest on the amount not yet recovered at as good a 
rate as can be earned in another investment of equal 


« risk. In other words, the formulas can be used to 
p express the maximum amount which can be spent on 
\ an investment such that the expected annual net cash 


Lë 


return will just: (a) recover the amount invested, 
together with (D) interest at the selected target rate from 
year to year on the amount not yet recovered. Invest- 
ment choice does not indeed depend on these calcu- 
lations alone: a qualitative weighting has to be 
introduced, by judgement, for varying risks and other 
non-measurable factors. The calculations we are 
discussing are, however, a necessary step in the logic of 
choice — in assessing the quantitative implications of 
varying assumptions. 

2. The nature of the calculations can be illustrated 
by taking a simplified example. Suppose that the prob- 
lem is to find the maximum initial outlay (investment) 
justified on the assumption that the outlay will produce 
an expected net annual cash inflow (assumed as an 
approximation to arise on the last day of each year) of 
Es over a period of three years. It is assumed that 

te of interest of 7 per cent per annum can be earned 
* throughout the period on money invested in the best 
alternative way with the same degree of risk. 


Let: the maximum initial outlay justified be C; 


the annual percentage rate of interest to be 
earned be roor—7; 


the number of years be n—3; 


the net annual cash contribution be d= £1,000. . 


Then, in £s, C—df[x/(x +r +i a 4-7) - x/(x 4-7] 
or substituting figures: 
C— 1,000 (1/1:074- 1/1:07? -- x/1:07?) 
=2,624°3 (from tables) 
This may be called the actuarial present worth or value. 
Proof 











Initial outlay ; .. 2,6243 
Add interest at 7 per cent for year Eu 18577 
2,808°0 ` 
Cash received at end of year 1 .. 1,000'0. 
Leaving outstanding at" ses of 
year 2 1,808-0 
Add interest at 7 per cent for: year 2. 126:6 
. 1,9346 
Cash received at end of year 2 .. .. ,000'0 
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Leaving sans at SE of L 





year 3 9346 
Add interest at 7 per cent for year 3 .. 65:4 
1,000'0 

Cash received at end of year 3 .. 1,000°0 








3. Thus the annual return will justify an initial 
investment of £2,624, being just sufficient to recover 
this initial investment and provide interest at the 
required rate on the unrecovered amount from year to 
year. 


4. The same principle can be applied where "n 
annual expected receipt varies in amount over time, 
using the above formula, with d varying in each year. 


Alternative Formulation 


5. Suppose the problem was to find the minimum 
annual net cash contribution receivable over three 
years which would justify an initial investment of 
£2,624, given a required interest rate of 7 per cent 
p.a. If d is the annual contribution (or ‘annuity’) we 
have in £s: 


d--2,624/(1[1-07 4- 1/1r07?-F 1/1707?) 


== 1,000. 


'6. Here the assumption we are making is that if 
£,2,624 was available it would be possible by investing 
in another way to create a flow of {£1,000 payable at the 
end of each of three years. Hence no lower annual 
receipt is acceptable in the investment being studied. 


Recovery of Part of Capital Value at 
End of Period 


7. If part of the initial value will be recovered at the 
end of the period the calculation can be split into two 
parts. Suppose that the proposed investment was 
£4,624 and that in the use envisaged £2,000 was 
expected to be recovered (e.g. in scrap or second- 
hand value) at the end of the period. The calculation 
proceeds as before for the non-recoverable part of the 
initial investment, £2,624. This leaves the second, 
recoverable, part, £2,000. The annual receipt required 
in respect of this part is merely interest at the assumed 
rate of 7 per cent, or £140. Hence we have: 











Minimum 
Initial Receivable annual 
investment ` atend receipt 
£ £ £ 
2,624 — I,000 
2,000 2,000 I40 
ue ` kaooo ^ £r4o 





8. If we want, instead, to calculate the present worth 
of the items in the second and third columns, we pro- 
ceed as follows, in £s: 

Present worth ` 

—I,I40 GA 0741/1 '07? 4 - 1/1:07?) + 2,000/ 1:07? 
—4,624 
the truth of which can be checked from 7 per cent 
tables. 
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- Weekly Notes 
MUNICIPAL TREASURERS' NEW SECRETARY 


R MAURICE F. STONEFROST, A.1.M.T.A., 
D.P.A., Assistant County Treasurer of West 
Sussex, is to become Secretary of The Institute 
of Municipal Treasur- 
ers and Accountants in 
‘succession to Mr L. 
F. Cheyney, opp. 
F.LM.T.A., F.S.A.A.. Who 
will shortly be retiring 
from the secretaryship. 
Mr Stonefrost, who 
is 35 years of age, is 
a native of Somerset, 


T. 
PIO iT 


Long Ashton. He com- 
menced his professional 
career in 1943 with 
the City Treasurer 
of Bristol, and has 
since served with the 
Borough Treasurer of Slough and the City Treasurer 
of Coventry. He was appointed to his present post 
in 1960. It is expected that Mr Stonefrost will take up 
his appointment as Secretary of the Institute towards 
the end of the year. 





Mr Maurice F. Stor:efrost 


A.B.C.C. VIEWS ON RATING 


HE Association of British Chambers of Com- 

merce has submitted to the Ministry of Housing 
and Local Government the views of Chambers of 
Commerce throughout the country on the rating of 
plant and machinery, particularly in the light of the 
very great increase in the rating burden laid on 
industry due to the recent revaluation and abolition 
of de-rating. Industry's share. of the total rates 
burden has risen by 42:8 per cent and the Association 
fears that an increase of this order will almost 
inevitably be reflected in higher prices for the 
consumer. 

In a letter to the Ministry, published on 
Wednesday, the Association has drawn attention to 
the fact that in 1957 it suggested to the Ministry of 
Housing and Local Government that the Ritson 
Committee, which was subsequently appointed to 
review the rating of plant and machinery, should 
consider dispensing altogether with the rating of 
machinery rather than merely amending the Order 
made under the Third Schedule to the 1925 Act. 
The Association was then informed by the Ministry 
that it could not agree to consider that question 
because the Ministry would not agree to the Ritson 
"Committee being given wider terms of reference. 

In the letter sent to the Ministry, the Association 


THE 
ACCOUNTANT. 


having been born at. 


August 24th, 1963 


statés that it is concerned at the very great increase 
in the rating burden laid on industry by reason of 
the abolition of de-rating and revaluation for rating 
purposes. Ít appreciates that this raises very wide 
questions with regard to local government finance, 
but is concerned that the existing provisions for the 
rating of plant and machinery place a great burden on 
that part of industry which employs a large amount 
of expensive modern equipment. The Association 


notes that the Chancellor of the Exchequer -stated - 


in his speech in the House of Commons on November 
Sth, 1962, that he was increasing investment 
allowances because ‘they can achieve much by 
helping the medium and smaller firms, by ericourag- 
ing modernization in all firms up to the biggest, and 
by creating confidence in a policy of sustained and 
deliberate expansion’. The letter then continues to 
urge the Ministry to reconsider the views submitted 
by the Association in 1957, saying "Ihe Association 
feels that the rating of plant and machinery acts 
in direct opposition to the stated objects of the 
Chancellor of the Exchequer and it has, therefore, 


been decided to suggest to you that the Committee 


on the Rating of Plant and Machinery should be 
re-convened with wider terms of reference so that 
it can be considered whether plant and machinery 
in a factory should have the effect of increasing the 
rating assessment.’ 


THE T.U.C. AND ECONOMIC 
DEVELOPMENT 


HE report on economic development and 


^ «lil 


planning published this week by the Trades ` 


Union Congress has been generally welcomed as a 
considerable advance in trade union thinking. It 


does not, of course, commit individual unions to att? aj 


particular line of action but if it succeeds in per- 
suading a majority of union officials to its line of 
thought, it may well make an important contribution 
to the solution of the country's economic problems. 

The report specifically sets out to consider the 
implication for the unions of the establishment of 
the National Economic Development Council, and 
it affirms that the T.U.C. General Council intend to 
continue their efforts to try to make the N.E.D.C. an 
effective instrument of planning. Moreover the 
report accepts the view that money incomes as a 
whole must rise less rapidly than in the past. The 
report says that economic planning will compel trade 


unionists to re-examine the priorities in which they 


arrange their objectives. For example, it will. be 
necessary for unions to differentiate between situa- 
tions in which redundancy should be resisted an 
those in which it can be accepted, on the righ! 
conditions, as part of an orderly process of contracting 
industries whose decline is inevitable. ` 

. Other typical questions which it is suggested the 
unions should consider are how far defensive 
barriers can be justified in a rapidly changing 
economy, whether present patterns and methods of 







August 24th, 1963 


collective bargaining are satisfactory and how the 
strike weapon fits into the unions' general strategy. 

The report is a supplement to the General 

,' Councils annual report and will be presented to 

Oe congress at Brighton in the first week in 

September. 


EFTA'S THIRD YEAR 


HE twelve months covered by the third annual 

report of the European Free Trade Association 
saw a remarkable advance towards the achievement 
of one part of the Association's objectives. By the 
end of 1962 the intra~-EFTA tariffs on industrial 
goods had been reduced by 50 per cent. In May 
1963, decisions were taken which will mean that by 
the end of 1966 all obstacles to the free movement 


This is My Life... 
by An Industrious Accountant 
CHAPTER 186 


N our town there is a local luncheon club whose 

members comprise our best-known leading citizens, 
a cross-section of industry and the professions, 
mingled in one influential and imposing com- 
munity. Among their pleasant habits is that of inviting 
assorted characters to address them on interesting 

topics following the meal on their weekly guest day. 
; They invited me to speak recently. Choose your 
own topic, urged their secretary, a courteous and 
persuasive lawyer whose family motto was probably 
something on the lines of ‘will you come into my 
. parlour?’ Not that I worried. I had a topic of peren- 
nial fascination to the accountancy profession; I 
could talk on it for hours. Most of us can, in fact. 
It's always provocative; it touches our pockets as 
well as our pride; you can hardly shut us up when we 
get started. Why, on one occasion . . . sorry, I nearly 
got carried away ..., yes, you're right, of course, 
“The contribution of accountancy to the modern 
business world'. 

I had plenty of material for my talk and felt that at 
least I'd keep them awake. It was, indeed, concetvable 
that some of them might rise from their roast pork 
and apple sauce better and wiser men; they might 
look on their looms or ledgers with eyes from which 

í scales had fallen; they might slough off their 
older, grosser selves as they perceived in their midst 
our dedicated, austere band of selfless, unwearying, 
underpaid guardians of their own and the national 
interests... . 

Their secretary had nudged me so unexpectedly 
that I nearly spilled my coffee over my notes. He was 
pointing to the leading article in a recent edition of a 
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within EFTA of goods covered by the Stockholm 
Convention will have been abolished. 

. The-aim of the EFTA countries to work together 
to promote the creation of a large unified European 
market which would be outward-looking towards the 


` rest of the world has not been changed by the 


interruption of.the negotiations between the United 
Kingdom and the European Economic Community. 
That breakdown, however, meant that the negotiations 
of Denmark and Norway with the Community, 
and the preparations for negotiations of the other 
EFTA countries, were also suspended. But one 
country — Austria — decided, with the understanding 
of the other EFTA countries, to explore further the 
possibilities of finding an arrangement with. the 
Community which would solve its particular diff- 


popular daily; beyond him their chairman was 
grinning appreciatively. "I'wo sides to the story, eh, 
what?’ he asked. ‘Just read this chappie's remarks.’ 
Mind you, I'd seen it before. This theory that 
traditional accounting principles, i.e. accuracy, clarity 
and objectivity, are subjects of derision, has been 
put forward frequently. There have been numerous 


. gibes at our refusal to forsake factual figures for 


transient assumptions. I scanned the article rapidly 
... the usual uninformed assumptions . . . the easy 
begging of the question. ‘Our traditional accounting 
methods have confused us to no purpose for years 
past... maybe "trad" (?) accounting should be 
discarded in favour of more up-to-date and variation- 
conscious economic assessments.’ : 

I had just left on my desk an equally grievous 
attack in a prominent trans-Atlantic journal. It 
attributed the financial failures of small industrialists - 
to misleading and inaccurate cost analyses and said 
bluntly that accountants wilfully resisted improve- 
ments. Its arguments, so-called, were only dogmatic 


assertions of opinions which any normally well- 


informed accountant could shoot down with ease, but 
their cumulative éffect on the uninitiated must be 
drastic. 

- What's wrong with our critics nowadays? Are we to 


be blamed because they don’t understand accounts, 


or because the powers that be, to wit, the directors, 
deem it wise to restrict their disclosures? Characters 
who cheerfully admit to blind acceptance of a doctor's 
prescription or to complete inability to fathom the 
esoteric intricacies of taxation, have a perennial chip 
on their shoulders because our technical terms and 
established conventions are not changed to meet 
wayward expressions of opinion by ill-informed 
amateurs. Have we failed by hiding our light under a 
bushel too long? 

I looked around at the different expressions on the 
faces of my listeners as I rose. This was going to be 
fighting talk; the only defence, not merely the best, 
was attack. 
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culties arising from the fact that the Community is 
the main outlet for its exports. 

Intra-EFTA tariffs on most goods will be abolished 
by the end of 1966 and other barriers to trade will' 
be eliminated during the same period. This means 
. that the free EFTA market in industrial and several 
other categories of goods, and covering ninety 
million consumers, will have been achieved three 
- years ahead of the original schedule. 

Other aspects of the Stockholm Convention 
such as the rules aiming at securing fair competition, 
gain in importance as other barriers to trade are 
eliminated. Work has, therefore, been put. in hand to 
ensure that EFTA’s provisions in these matters are 
brought up to date. Measures to expand trade in 
agricultural and fish products have also been reviewed 
and substantial progress made by both multilateral 
and bilateral action. 

But the Association has gone beyond the pro- 
visions laid down in the Stockholm Convention. 
EFTA has set up the institutional framework to deal 
with difficulties created by disparities between mem- 
ber States in economic and technical development. 

Compared with 1961, EFTA exports to the rest 
of the world rose by 5 per cent in 1962, and imports 
rose by 4:6 per cent. Intra-EFTA trade increased 
by 6 per cent during the same period. 
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WIDER TRADE GAP 

HILE too much significance must not be 
attached to the figures for a single month, the 
trade statistics for July announced this week are 
distinctly disappointing. While exports at £339 million 
on a seasonably adjusted basis were at a satisfactory 
level (though below the £345 million of the previous 
month), imports rose to the record total of £419 
million. The trade gap was, therefore, £66 million 

compared with £41 million in June. 
The full explanation of the rise in imports must 


*« 


Lé 


await publication of the full returns for July. Some ` 


increase in imports was only to be expected in view 
of the rise in industrial output and the general 
improvement in the economic outlook. If the July 
increase proves to be due mainly to re-stocking of 
industrial raw materials and the trend does not 
continue for too long, it may be hoped that there will 
be no need to check the expansion which is now 


beginning. Taken together, however, the statistics 3 


for the three months ending July were less satis- 
factory than those for the earlier part of the year; 
imports were 6 per cent above the level of the pre- 
ceding three months (February to April) while the 
rate of growth of exports was showing signs of 
falling below the 5 per cent per annum postulated 
by the National Economic Development Council. 





Finance and 
Commerce 


Ceylon Tax 
dq accounts of Nuwara Eliya (Holdings) Ltd, 
a company in the tea plantation industry in 
Ceylon, are the subject of this week's reprint. The 
weight of Ceylonese taxation on the company, 
reported in the financial Press, first drew attention 
to these accounts, and on examination of them it was 
- apparent that not only is taxation in Ceylon exceed- 
ingly harsh — quite beyond anything experienced in 
the United Kingdom - but that the form of the 
accounts warranted the wider publicity that this 
column provides. 

Trading profit for 1962 was £193,432. Taxation 
took £148,952, of which £147,412 arose in Ceylon. 
Mr L. J. D. Mackie, the chairman, tells shareholders 
in his statement with the accounts that 1962 was an 


unusual one for the company and, he is sorry to . 


report, disappointing as well. Crops harvested were 
an all time record, more than a million poun 





higher at about 7$ million pounds of tea, but orice 
obtained were disappointing. In the case of the, ` 


Nuwara estate, some 44d a pound lower, and 13d 
less in the case of the Gibson company. However, 
the profit before tax at £193,432 was up £51,846 on 
the previous year, after paying in export duty the 
sum of £286,616 to which, Mr Mackie says, has to 
be added direct taxation. 


Explanation à 

During 1962, Mr Mackie explains, the Ceylon 
Government increased the rate of income tax for 
sterling companies from 51 per cent to 63 per cent, 
the latter figure including the previous separate 
charges for land tax and surcharges on income tax. 
All these changes affect the year of assessment 
1963-64. 

In addition to income tax, the company continued 
to have to pay remittance tax levied at the rate of 
33% per cent on the amounts sent to this country 
or retained here from the sale of tea in the London 
Market for the company's expenses in the United 
Kingdom. 'The total of these levies amounted to. 
71 per cent of the profit before taxation. 

The company also had to provide for land tax and 
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for an additional surcharge on Ceylon income tax for 
the year of assessment 1962-63 in these accounts; 
the total provision thus amounting to £152,038, 
or nearly 79 per cent of profit. Last year there was a 
substantial repayment of United Kingdom profits 
tax but unfortunately no similar cushion is available 
this year. 

Mr Mackie says he thought it right to deal with - 
the taxation position at some length, otherwise 
shareholders with a profit of £193,432 — a not 
unsatisfactory achievement, Mr Mackie comments — 
would justly feel aggrieved at getting no more than 
‘a 10 per cent dividend. 


to the tea industry in Mauritius during the five 
years they have been intimately associated with it. 

The report includes a summary of results ove 
ten years which provides a close insight into the 
working results, and to the extent that it can be 
fitted into available space it is included in the reprint. 
The last page identifies each of the eight separate tea 
estates and their superintendents. Acreage planted 
in tea is shown with the elevation of the estate above 
sea level, the latter, of course, being an important 
consideration. It also gives the names under which 
the tea from each estate is sold. 

Mr Mackie warns shareholders that prices are 
still not as high as they were in 1961. It seems that 
the considerable quantity of tea which overhangs 
the market is likely to be the principal factor. The 
London and Colombo tea markets have both suffered 
but so far as Nuwara Eliya teas are concerned, 
London has suffered more severely than Colombo. 
Consequently, says Mr Mackie, arrangements arg 
reluctantly being made for the greater weight or 
better teas to be sold in the East. 







Ten Year View 


Evidence will be seen in the reprint of the company's 
connection with Mauritius. Mr Mackie explains that 
at the end of March 1963, the company's term as 
managing agents to the Government of Mauritius 
in respect of their Midlands 'lea Estate and 
Chartreuse Tea Factory came to an end. He feels 
Nuwara may have contributed something of value 


NUWARA ELIYA (HOLDINGS) LIMITED AND SUBSIDIARY COMPANIES 


Comparison of Results 















































l 1958. 1959 1960 1961 [962 
WORKING RESULTS i 
AED. ELIYA TEA ESTATES COMPANY 
Crop wa ib. 3, are 135 3,544,674 3,541,755 3,623,307 - 4, a 5 o 
Yield per bearing acre - de lb. 1,024 . 919 922 946 1,13 
Cost f.c.b. Colombo .. pence per ib. 30-58 31-61 32:39 31-99 29-35 
Net sale price Se RES per s 39-90 38-62 38-34 41-27 39-57- 
TURNOVER m i Vs £654,981 £570,323 ' £565,804 £623,100 £716215 
GIBSON ESTATES LIMITED : 
rop œ.. es £v. db. 2,680,295 2,892,505 3 m 3,069,247 3,395,468 
Yield per bearing acre Se Ib. 792 855 909 014 
Cost f.o.b. Colombo .. pence per lb. 33-10 30-92 3o. ig 30-73 29-06 
Net sale price AE pence per Ib. 37-68 36-87 i 36- 34-31 32-91 
TU RNOVER ae as ae os a £420,754 £444,335 aces £438,71 6 £465,658 b 
E x KC MCN RENE [n] eee CERO RC 
9 £ y. £ 9 £ x £ ` y £ 
TOTAL GROUP TURNOVER  .. (80 1,075,735. Qo 1,014,662 (80 1,018,093 160 1,061,816 (Bo 1,181,873 
" ESTATES OPERATING PROFIT .. = 15-1 162,657 13:3 — 135,394 11-8 120,306 | 150 158,983 179 212,303 
NET PROFIT BEFORE TAX dh 13.4. 144,586 {1-2 114,036 9.9 100,443 133  i41,586 163 . 193,432 
TAXATION .. `.. Se gs $i 9:8 105962 76 77,562 9-6 97,113 8-9 94,555 126 148,952 
United Kingdom, vi double tax relief . DI 464 0-3 2,843 219 
Ceylon ; ae si 77 77,856 9:3 94,150: 8-9 94,171 
Mauritius Vs Sg Ss m xà 170 120 165 
CONSOLIDATED PROFIT AFTER TAXATION 3-6 38,624 3-6 36,474 03 3,330 44 47,031 37 44,480 
AMOUNTS WRITTEN OFF AND ADJUST- . i f : 
MENTS RELATING TO PRIOR YEARS 0-4 4415 0:1 537 02 1,879 0-5 5,820 0-5 6,390 
AVAILABLE PROFIT AFTER TAXATION 32 £34,209 Ka 5 £35,937 0-5 £5,209 49 £52,851 3-2 £38,090 
Note (b) ` Note (b) Note (b) Note (b) . Note (b) 
DISPOSAL OF PROFIT g l ' 
DIVIDENDS PAID dd HOLDING COM- > : 
PANY (net) : ss ká Ss EN? 60,399 30 30,756 3l 33,171 37 44,227 
ge IN EE 
REVEN ii 177 0-5 5,000 17 18500 Dé 6,912 
TAXATION EQUALISATION 22 24,000 
PROFIT RETAINED A PROFIT AND LOSS : b 
ACCOUNTS Sa es es 0:2 2,013 ig] 0-5 5,209 Gi 1,180 D-i 775 
32  £34209 . 35 £35,937 0-5 £5,209 49 £52,851 32 £38,090 
R D nans] MRNA, cac ee ` LLLI a5 
NOTE: (b) The results for the years EE inclusive include the Income of the Mauritius subsidiary which was as follows:-— 
1958 £871 1959 £1,459 1960 £1,281 1961 £1,393 1962 £1,498 
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CITY NOTES 


hrs 'reluctant boom' in the stock-markets still 

puts the accent on reluctance. The theories for 
boom continue to be propounded but the equity 
market remains steady rather than noticeably firm. 

The Stratford-on-Avon by-election result developed 
the theory that an autumn General Election is out of 
the question and that by the same token the equity 
‘sections can pigeon-hole their political doubts. 

But the uncertain background to` investment 
thinking was shown clearly enough this week when 
the uly trade figures showing record imports tended 
to put the market tone easier, even though one month’s 
figures are no true trade guide. 

Difficulties in the machine tool industry which is 
suffering from lack of both home and export orders 
suggest that the string of incentives for new invest- 
ment in industry have, as yet, been slow to work. 

m There are fears that unemployment during the 
coming winter may well show something more than 
a seasonal increase, particularly if the heavy industries 
-still fail to show any pronounced lift in activity. While 
these various cross currents continue to run, invest- 
ment conditions will remain uncertain with new 
investment on a defensive rather than an offensive 
basis. ` 

* *c * * 

Ce of one of the oldest established 

merchanting and finance businesses in the City is 
changing hands through the acquisition by Consoli- 
dated Goldfields of South Africa of the preference 
capital and 9o per cent of the ordinary capital of 
C. Tennant Sons & Co in a deal worth some f2 
colton: 

The Tennant business dates back to 1788 -and 

K- om the beginning, with a chemical works in 
Glasgow, the company has developed as one of the 
biggest international merchant concerns in chemicals, 
certain commodities and metals. 


In the past ten years Tennants have been increas- 
ingly active in the sphere of export finance. Lord 
Glenconner, the present chairman and of the fifth 
generation of 'l'ennants in the company, is to join 
the board of Consolidated Goldfields. 

* x * * 


NCE the Stock Exchange gets an idea into its 

head it does not let it escape easily. The B.P.- 
Shell bid for Burmah Oil which was made, rejected 
and withdrawn in the space of forty-eight hours has 
planted the idea that sooner or later something else is 
going to happen. 

The boards of the three companies are currently 
hard put to it denying all sorts and conditions of 
rumours. This week the Burmah company went so 
far as to deny a rumour that a statement was imminent. 
Rumour has now become so loose that it does not 
have to contain detail — simply that 'a statement' is 
going to be made. 

The B.P. company has denied any new bid 
negotiations or intentions. But denials seem to cut 
little ice which is hardly any wonder. Kept in the 
dark before the original bid, the Burmah company 
was denying any knowledge ‘of B.P.-Shell take-over 
intentions virtually right up to the time the bid was 
made. 

* * * * 

NSTANT WHISKY?’ is a matter of appeals from 

the Scotch whisky industry to the Board of Trade. 
In the United Kingdom, Scotch whisky cannot by 
law be consumed until it is at least three years old, 
but no such restrictions apply in France and Germany, 
for example. Mr R. 5. Cumming, chairman of The 
Distillers Company, reports that the Board of Trade 
has turned down repeated appeals that ‘other coun- 
tries are afforded the same protection as is given to 
the ana of this country’. Protection is the 
word, 


RATES AND PRICES 


Closing prices, Wednesday, August 21st, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


Bank Rate 
Dec. 8, 1960 5% Mar. 8, 1962 54% 
July 26, 1961 795 Mar. 22, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 44% 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Treasury Bills 


June 14 £3 13s 812d%  Julyio £3 158 4°84d% 
June ar £3 r4s 184d% July26 £3 158 2°64d% 
. June 28 £3 14s osod% | Aug2 £3 15s 2°26d% 
july 5 — £3 15: 32149, Aug, o ^ £3 13s 5-09d% 
MJuly i2 £3 15s 666d% — Aug.16 £3 138 973d% 


Money Rates 
Day to day 22-38% . Bank Bills 
7 days 21-3174 2 months 38-3176 
Fine Trade Bills 4 months 3185-3876 
3 months .  8-5196 4 months 33-319 


4 months $—5195 6 months 38-3176 
. 6 months 54-6% : 


Foreign Exchanges 

New York 2°79% = Frankfurt rre14d 
Montreal 303% Milan 17374 

, Amsterdam Toto Oslo 2001$ 
Brussels 139:58 Paris 13°71 
Copenhagen 19:352 Zürich 12:078 

Gilt-edged . 

Consols 4% 71% Funding 3% 59-69 92% 
Consols 24% 461 Savings 3% 60-70 Rode 


Conversion 6% 1972. 1078 Savings 3% 65—75 82% 

Conv'sion 5195 1974 1031 Savings 2394 64-67 92 
Conversion 5% 1971 roi Tre’ry 54% 2008-12 100% 
Conv'sion 34% 1969 93% © Treasury 5% 86-89 97% 


Conversion 34% 64%; Treasury 34% 77-80 834 
‘Funding 54% 82-84 Se ‘Treasury 3$94 79-81 8148 
Funding 4% 60-90 95% Treasury 24% 468 
Funding 33% 99-04 72% Victory 4% 97% 


Funding 3% 66-68 927, War Loan 34% 64} 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for 
the opinions expressed. 


Cash Discounts 


SIR, - With reference to the letter of Mr V. L. 
Huggett in your issue of August 17th, may I say that 
in the first place when it can be proved that the 
customer received the invoice after the expiry of the 
discount period, it 1s clear that the terms of discount 
have not been communicated to the customer. Here I 
would suggest that a further period be allowed in 
which the customer can pay the bill less discount. 

However, theré remains another point, this time 
in defence of the seller, but it depends upon a 
condition. Where the seller makes it known to his 
customer that he accepts no responsibility for the 
consequences because of the late receipt by the 
customer of the invoice, after he has posted the invoice 
at a reasonable time before the expiry of the discount 
period, the customer may be compelled to pay the full 
amount of the invoice. 

Much depends upon the circumstances in each 
case. 

Yours faithfully, 
St Helens, Lancs. HYDER ALI PIRWANY. 


Teaching Accounting to Managers 


Sm, — I was interested to read the report, in your 
issue of July 13th, of the seminar on teaching ac- 
counting to managers, at the London Polytechnic. 
May I say that, having done this very thing for some 
years at the Ashridge College of Management, 
experience suggests: 

(a) Mr Coakeley is right in postulating the foun- 
dation of double-entry, which I have found to be not 
only essential, but interesting to the class (I may add 
that the classes are of top executives, in the main). I 
do not agree, however, that this is the only equipment 
necessary to understand any. set of accounts, for 
intelligent interpretation requires much more than 
the ability to merely enter on the correct side of a 
book. I found that double-entry as such can be put 
over in half a day. 

. (b) Mr Batty is also right when he suggests the 
balance sheet approach, since everything really stems 
from this, and I do not see how anything can take its 
place. It is the logical step from double-entry, and 
leads into the important subjects of working and 
employed capitals, capital gearing, capital and rev- 
enue, stock and debtor control, depreciation policy, 
use of reserves, and so on. 
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(c) Production and cost control is virtually a 
separate subject, and I have found that the mos 
popular angles are budgetary control, fixed an 
variable overheads, break-even techniques, profit 
planning and price fixing. 

It is not claimed that all this is the ideal way to 
teach managers the complex subject of accounting — 
we call it financial knowledge — but it is certainly the 
way that has proved fruitful, and this must be the 
ultimate criterion. 

: Yours faithfully, 
St Ives, Huntingdon. ERNEST K. GROSS. 


TA 


Congress Expenses 


SIR, — It was hinted at the time that the expenses of 
attending the International Congress of Accountants 
in New York might be allowable for tax purposes. I 
am having great difficulty in having my claim ad- 
mitted. The Inspector of Taxes in question refers tail 
section 137 (3) (a) and observes: 

‘It is difficult to see in what way it is an expense of 
earning the profits of your practice. I ani bearing in 
mind the dictum of Lord Davey in the case of Strong 
v. Woodifield (5 T.C. at page 220): It is not enough 
that the disbursement is made in the course of or 
arises out of, or is connected with the trade or is made 
out of the profits of the trade. It must be made for 
the purpose of earning the profits.' 

I wonder if any of your readers have been successful 
in obtaining this allowance and if so, upon what 
arguments they relied. 

Yours faithfully, 
JUSTICE. 


What Money for the Jam? 


SIR, — Referring to the query of your correspondent 
¢ 5 H * e S 
Puzzled' in August 17th issue, it 1s almost unbelieve- 
able that two chartered accountants should give such 
stupid answers. 

It is obvious that the stamp collection is no part 


of the grocery business and therefore the cost price 


(easily ascertainable) of the ten cases of strawberry 
jam should either be paid direct to ‘Puzzled’ out of 
grocery cash or credited to his capital account with a 
corresponding debit to purchases account. 

The sale of the stamp is 2 capital profit to 'Puzzled" 
and is therefore not taxable. 

Yours faithfully, 
J. D. ECKERSLEY. 
Blackpool. 


Sir, — In accepting ten cases of strawberry jam for am 
2d Mauritius postage stamp ‘Puzzled’ (August 17 
issue) clearly put a value on the stamp equivalent to 
the wholesale price of the jam, and that is the value 
which should be recorded in the books. 

‘Puzzled’ may not be interested in stamps 
philatelically, but no doubt he is a good business man 
and I imagine he would like to trade his stamp 
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collection at as high a value as possible. The infor- 
mation that Gibbons catalogue used 2d Mauritius 
stamps of the 1840s, at prices ranging from {65 to 
£5,000 according to the year of issue, may come as 
rather a shock.: 
r , Yours faithfully, 
i: R. J. BENSON. 
Havant, Hampshire. 


SIR, - Re your correspondent ‘Puzzled’s query 
under the heading ‘What money for the jam?’ (August 
17th) it is assumed that he is running the grocery 
business as a sole trader, and that he may not even 
have found it necessary to employ an auditor at all. 
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If so he may rest assured that whatever he decides 
to do (in consultation, of course, with his book-keeper) 
will be quite in order. 

On the contrary, if he is contemplating ‘going 
public’ — an unlikely event if the business can so 
happily and successfully be restricted to barter 
transactions — he should be on his guard to avoid 
having too many professional sources of advice; 
his auditor will zell him (and his book-keeper) how 


.to deal with all difficult points, and a second opinion 


should not be sought lest it differ from the prescribed 
treatment and thereby lead to unseemly argument. 


Yours faithfully, — 
PAX INTER AUDITORES. 





Reviews 


The Rule Against Perpetuities 
Second Edition by J. H. C. Morris, D.c.r., and W, 
Barton LEACH, LL.B. (Stevens & Sons Ltd, London. 
£3 Ios net) U.K. only. 
This excellent example of Anglo-American co- 
operation has had a richly deserved success and it is 
not surprising that the first edition was exhausted in 
a comparatively short space of time, considering that 
-the rule against perpetuities is a somewhat out-of-the- 
Wway subject, although none the less very important. 
The new edition cites forty additional English cases 
and some sixty from other jurisdictions where the 
rules applies, with all its uncertainties and unexpected 
results. It is scarcely credible, say the authors, that in 
the second half of the twentieth century, testamentary 
dispositions offering no threat to the public interest, 


and reasonable bargains between business men ` 


dealing with each other at arm's length, should con- 
tinue to be struck down in the name of public policy. 
The importance of the rule in relation to taxation 
hardly needs stressing. Many a carefully devised 
settlement has been upset by the Revenue on the 
ground that it infringed the rule against perpetuities 
and therefore that there was a resulting trust to the 
settlor. One such case.is Aked v. Shaw (26 A.T.C. 172) 
which, incidentally, is not mentioned in the book. 


r 


M ode ! 
‘The Reality of Management 


By ROSEMARY STEWART, M.SC.(ECON.). (Heinemann 


Studies in Management. 125s net.) 


The declared object of this book is to give managers 


as a class a book which, while not too ponderous, is 
practical rather than theoretical. In the event there 


is a danger that the reader, unless he is a student or 
one intensely interested in his subject, may find that 
the somewhat philosophical vein of the writing leaves 
him reflecting that in spite of brave intentions there 
is still rather much of theory in the book. 'T'his is less 
the fault of the content than the style. Classroom 
discussions of business organization and administra- 
tion, and of the tasks of management — and their 
fulfilment — tend to be clinical in approach. In reality, 
management is a tough assignment and more down- 
to-earth, colloquial language seems often to be more 


` appropriate. 


One cannot, however, fault Miss Stewart when she 
states that good managers alone are not enough; and 
one must applaud her criticism of many theoretical 


organization charts as being simply untrue in fact - 


as many accountants discover when making pre- 
liminary system. investigations in their auditing work. 

Miss Stewart is scholarly and always interesting. 
She has referred to many research studies which have 
taken place in the past or are currently taking place 
and has quoted from many of the best authorities on 
management. d 

While one wonders whether the study of her writing 
will of itself bring a manager closer to the reality of 
management, it should, however, make him reflect 
on his work and methods, and no doubt he will come 
to terms by practical experience with many of the 
pitfalls the author mentions. 


Getting and Spending: An Introduction to the 
Market Economy 


By J. W. Roche and G. R. Jarnes. (Published for the 


. Institute of Economic Affairs by André Deutsch Ltd, 


London. 18s net.) 


This is an elementary text on economics prepared for 
the upper forms of grammar schools by two teachers. 
It is also recommended to those reading economics in 
preparation for various professional examinations, as 
well as the general reader. Theré is no reason for 
doubting the publishers’ claims. The book is well 
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written, it is concise and the exposition uniformly 
clear. There is a satisfactory blend of history and 
current affairs with basic principles of the pricing 
mechanism and its role in the modern economy. If 
there is any criticism it is that the authors have been 
at times a shade too concise. This book will be most 
satisfactory if: used in conjunction with classroom 
lectures so that the framework can be clothed 
with fuller discussion, but many professional examin- 
ation students will find it a readable summary most 
suitable for pre-examination revision. 'l'he Institute 
of Economic Affairs deserves credit for this attempt 
to widen the public's. SE EE of the economic 
` facts of life. 


International Finance: Theory, Practice, 
Institutions. 


By Max J. Wasserman, Charles W. Hultman and 
Laszlo Zsoldos. (Simmons-Boardman Publishing 
Corporation, New York. The Technical Press. Ltd 
London. 8os net.) 


This work has been written by three members of the ` 


staff of the University of Kentucky. It provides, as its 
title implies, a complete coverage of the principles 
and practice of international finance and the institu- 
tions engaged therein. It is written from the American 
point of view, ie. it is concerned with the U.S. 
balance of payments and currency controls and 


D 
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regulations. It also describes the European scene as 
far as it affects the U.S. dollar and gives a clear account, 
of the various monetary groupings throughout th 
world. For the practitioner in the foreign exchange’ 
market or the accountant concerned with international 
finance this is a most informative book. 


RECENT PUBLICATIONS 


ACCIDENT CLAIMS, by Philip Asterley Jones, LL.B.; FINDING 
Your Facts, by Trevor M. Aldridge, M.A.(CANTAB).; 
Taxes AND DeatH Duties, by Philip -Lawton, B.A., 
LL.B.(CANTAB.) ; TRUST AND "TRUSTEES, by L. D. Mackirdy. 
Nos. 11 to 13 in The Doorstep Series. 54x 84. Card 
covers. 6s post free. Oyez Publications, The Solicitors’ , 
Law Stationery Society Ltd, London: 

ACCOUNTING FOR ECONOMISTS, by Russell Mathews. 
xx-+582 pp. 9x54. 50s net. Angus & Robertson Ltd, 
London. 

A SIMPLE GUIDE TO NEGOTIABLE INSTRUMENTS AND THE 
BILLS oF EXCHANGE Acts, third edition, by Dudley 
Richardson, A.I.B. ix 4- 189 pp. 74 X 5. 21s net. Postage 15 
extra. Butterworth & Co (Publishers) Ltd, London. 


CONTROL ACCOUNTING By Function, by A. Dixon, A.C.W.A. 


I50 pp. 9 X6. 21s net, Post free (Inland) ats 9d. Gee & ` 
Company (Publishers) Ltd, London. 

PAYNE’S CARRIAGE OF Goops BY Sea, seventh edition, by 
E. R. Hardy Ivamy; LL.B., PH.D. xxxvii-+215 pp. 9X6. 
35s net. Postage 1s 6d extra. Butterworth & Co (Publi- 
shers) Ltd, London. 


These books may be obtained from, or through, Gee & Co 
(Publishers) Limited, The City. Library, rer Strand, 
London WCa. 





| e ) BR 
Taxation Cases 
Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
|o the ‘Annotated Tax Cases’. 


George Peters & Co Ltd v. Smith - 
Williams v. J. J: Young & Son Ltd - 


In the High Court of Justice (Chancery Division) 
July 17th, 1963 SS 
(Before Mr Justice WILBERFORCE) 


Income tax — Sale of shares in company — Sale 
carrying shares in subsidiary company — Compensation to 
directors and staffs — Whether compensation deductible — 
Income Tax Act, 1952, section 137 (a). 


The first appellant, Peters, carried on business as 
a beer, wine and spirit merchant. It had two sub- 
sidiaries, one of which was the second respondent 
(Y oungs), and the other was a much smaller company. 
Youngs carried on business as a brewer, and it 
owned a brewery together with tied houses and 
off-licences. The group had carried on business in 
Portsmouth for very many years. 

During 1958, negotiations took place between 


Aen 


directors of Friary Meux Ltd and directors of Peters 
for the sale of all the share capital of the latter to 
Friary Meux Ltd, and eventually it was agreed that 
the directors of Peters should recommend to the’ 
shareholders of that company that they should sell 
their shares to Friary Meux Ltd on terms com- 
municated in a circular Ven dated December 29th, 
1958. 

"Or, broad position was that Fri riary Meux Ltd 
should expend a total sum of £14 million in acquiring 
the shares in Peters, in redeeming the debentures of 
that company and in providing compensation for 
directors and employees of Peters and of Youngs. 
Early in the negotiations it was intimated on behalf 
of Friary Meux Ltd that one of the two managing 
directors of Peters, who had a service agreement 
with several years to run, would have to relinquish 
his office, and it was accepted that he would have to 
be compensated. It was also accepted that five 
directors of Peters, who were also to retire, and of 
whom the outgoing managing director was one, were 
also to receive compensation for giving up their 4 
directorships. It was agreed, furthermore, that the ~ 
brewer employed by Youngs, and the secretary of 
that company, each of whom had a service agreement, 
should retire and receive compensation. It was also- 


agreed that such of the other employees of Peters and 


Youngs, who were found to be redundant in the: 
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reorganization contemplated as taking place after 
the transfer of the shares to Friary Meux, should 
eceive compensation. A sum of £97,583 6s out of 
the £13 million was allocated to compensation 
payments, and Friary Meux agreed that any balance 
of that sum, that was found to be surplus, should be 
paid to the shareholders for their shares. 

In the course of the negotiations it was agreed that 
the sum to be paid to.the outgoing managing director 
was £31,000 and that the sum payable to each of the 
directors was to be £3,000. The offer of Friary 
Meux to purchase the shares became unconditional 
prior to January 22nd, 1959, but the offer was not to 
take effect unless two special resolutions of Peters 
were passed. At a general meeting of Peters on that 
day the two special resolutions were passed and also 
an ordinary resolution for the payment of the 
amounts of compensation to the directors. The sums 
totalling £46,000 were paid to the directors on the 
following day by means of cheques drawn on the 
account of Peters. À loan was made by Friary Meux 
to Peters shortly before the cheques were drawn, but 
the amount of the loan was also used for clearing the 
debentures of Peters and certain other incumbrances 
of that company. The payments to the members of 
the staff of Youngs were also made by Peters, but 
the total amount, £33,342 5s 8d was charged out by 
that company to Youngs. Thus in the upshot, only 
494,821 6s 6d of the £97,583 6s was expended in 
paying compensation, and the balance, £12,761 19s 6d, 
was paid to the shareholders of Peters in 1961. 

In the first case it was contended on behalf of 
Peters that the £46,000 was deductible as expenditure 
made wholly and exclusively for the purposes of the 
business. In the case of Youngs it was similarly 
contended in relation to each of the items totalling 
"133,342. 5s 8d. It was contended on behalf of the 
respondent in the first case that the £46,000 was not 
expended wholly and exclusively for the purposes of 
the business of Peters, and in the second case the 
appellant contended that none of the items making 
up the £33,342 5s 8d was expended by Youngs for 
that purpose. The Special Commissioners decided 
in favour of the respondent in the first case and in 
favour of Youngs in the second case. 


Held: neither the £46,000 nor the £33,342 5s 8d 
was deductible for tax purposes. 


Lacy’s Settlement Trustee (General Accident, 
Fire and Life Assurance Corporation Ltd) 
v. C.LR. 


In the Court of Appeal — July 25th, 1963 
b... Lord Justice Setters, Lord Justice DONOVAN 
and Lord Justice RUSSELL) 


Estate duty — Covenant to supplement income of son's 
settlement — Marriage settlement on son — Trustees to 
make supplement payments — Settlor to keep up settled 
policy — During settlor's life annuity to the wife - Then 
discretionary trusts for husband, wife and issue, then 
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to accumulate — After settlor's death annuity for wife 
and then on protective trusts for husband and capital 
to children — Divorce - Variation of marriage settle- 
ment — Two-thirds of capital and income to be con- 
tingently held for child — Death of settlor — Whether 
child's interest accelerated — Whether | husband's 
life interest forfeited — Whether subsequent discretionary 
trusts the same — Whether policy passed — Finance 
Act, 1694, sections r, 2 (1) (d) — Trustee Act, 1925, 
section 33 — Supreme Court of Fudicature Act, 1925, 
section 192 ~ Matrimonial Causes Act, 1950, section 25. - 


A settlor, on the occasion of his son's marriage 
in 1932, settled a block of shares and an insurance 
policy. During the settlor's life the trust income was 
applicable (1) to supplement the income of a settlement 
made by the son, (it) to pay an annuity to the wife, 
(1i) (as to a part to be decided by the trustees) on 
discretionary trusts for the husband, wife and issue, 
(1v) as to the balance for accumulation and investment. 
After the settlor's death the income was applicable 
(i) to pay the annuity of the same amount to the 
wife, (ii) on protective trusts for the husband, (iii) 
after the husband's death capital and income were 


` to be for the children. The settlor also convenanted to 


keep up the policy. | 

The marriage was dissolved by divorce in 1939, 
and the only issue was a daughter. The wife applied 
under section 192 of the Supreme Court of Judicature 
Act, 1925 (now section 25 of the Matrimonial Causes 
Act, 1950), for thevariation of the marriage settlement. 
An order was made that an annual sum of /,570, less 
tax, was to be paid to the wife; that the interest of the 
child should not be less than half the trust fund; and 
that maintenance of £430 a year should be paid to 
the wife and {150 a year for the child. In an appeal 
to the Court of Appeal a consent order was made 
increasing the child's interest to two-thirds con- 
tingently on her attaining 21 or marrying and then 
for her children. 

The settlor died in 1956, and estate duty was 
claimed, under section 1 of the Finance Act, 1894, 
on the whole trust fund including the policy. It was 
contended by the plaintiff (i) that the effect of the 
order of the Court of Appeal was to accelerate the 
child's interest in the two-thirds, so that it became an 
immediate contingent interest in possession, and did 
not pass on the settlor’s death, (ii) that the husband's 
protected life interest in income became forfeited by 
the order, so that the discretionary trusts in section 33 
of the Trustee Act, 1925, then arose, (iii) that there- 
fore the trust income was held on discretionary trusts 
for substantially the same group of beneficiaries both 


before and after the settlor's death, (iv) that duty on 


the policy was exigible only under section 2 (1) (d) of 
the Finance Act, 1894. 


Held (affirming the judgment of Mr Justice 
Plowman): (i) there was no forfeiture and therefore 
no acceleration of the child's interest, (ii) estate duty 


"was payable on all the trust fund including the 


policy. 
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Electronic Billing 


LIVETTI’S latest series of machines consists of 
the Mercator 5000, 5020, and 5030. The basic 
machine, the 5000, is designed for invoicing operations 
with extensions done at electronic speeds. A simplified 
numerical keyboard and a conventional electric type- 
writer keyboard are under the control of the operator, 
while special programme controls (governed by four 
four-sequence panels) govern carriage movements, 
arithmetical functions, totaling and sub-totalling, 
transfers, printing and date printing. 
The models 5020 and 5030 have further features 





: Mer ercator 503 30 


which include a paper-tape punch; that on the 5020 is 
numerical only, while the 5030 has an alpha-numerical 
tape punch. Data printed on the invoices can thereby 
be captured for further processing either to punched 
cards or direct to a computer from the tape. 


Price: 5000 above £2000; 5020, 5030, on application. 
British Olivetti Ltd, 30 Berkeley Square, London Wi. 


Calculations — Printed or Memorized 


HE Monro-Matic Mach 1.07 is the first printing 

calculator ever made for Monroe. This automatic 
calculator, with its ten-key adding-machine keyboard, 
adds, subtracts, multiplies and divides, and prints 
both factors and answers with identification. 

The machine has a fifteen-digit capacity and can do 
multi-factor multiplication, constant multiplication and 
negative multiplication. The Mach 1.07 can also solve 
individual multiplication problems and simultaneously 
accumulate a grand total of the answers. 

The new machine features total transfer, credit 
balance, non-add entries and the ability to multiply 
without interrupting ‘separate adding or listing 
operations. Automatic clearance provides individual 
multiplication answers without the need to clear the 
machine. 


Price: £310. 


LSO new from Monroe is the [Q-213, a desk-top 
calculator. The machine’s ‘memory dials’ elimi- 
nate the need to reset constants on the keyboard. 
Figures can be stored and recalled by the operator at 
any time without interfering with other addition, 
subtraction, multiplication or division operations. 
Constant divisors of up to ten digits can be stored in 
the machine and recalled from the ‘memory’ with the 
touch of one button. 
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The calculator also eliminates intermediate manual 
operations in multi-factor multiplications. When 
extending three factors, such as units, weight and price, 
all figures can be entered into the machine before the 
first multiplication takes place. 

The [Q-21r3 programmes itself automatically, with 
no need to position the carriage, clear the keyboarding, 
move levers or set zeros when changing from one 
arithmetic sequence to another. All decimals are pointed 
off automatically. 

Additional features include ten-column flexibility 
with eleven right-upper counting dials with carryover, 
ten left-upper dials and twenty-one lower result 
dials, with carryover to twenty-one places. Increase . 
and decrease percentages appear automatically in one 
set of dials and when working with whole numbers there 
are five positions for automatic round off to the 
nearest unit. 


Price: £495. 
Monroe Calculating Machine Co Ltd, Bush House, 
Aldwych, London WC2. 


Desk-top Microfilming 


HE new ‘Recordak’ portable microfilmer brings 
microfilming within the range of even small 
organizations. Weighing only 24 lb. it is easily trans- 
portable in an attractively styled carrying case. As 
many as 2,500 letters (or 6,000 cheques) can be 
recorded on one roo ft reel of 16 mm film. This 


own units. This allows special records to be kept, eve 
though microfilming is intermittent. 

The ‘Recordak’ Compact Reader Sixteen 20 is an ideal 
companion to the portable microfilmer and is designed 
for desk-top viewing of 100 ft reels of 16 mm microfilm. 
It has a 124 in. by g} in. screen which is coated with a 
green plastic emulsion to allow viewing under office 
lighting. 

Price: Portable mic. ofilmer £360; Compact Reader 
£175. 

The Recordak Division of Kodak Ltd, 246 High 
Holborn, London WCr. 


removable film unit enables departments to have their | 


For Amplifying Incoming Calls 


HERE have been several devices in the past few 

years for amplifying incoming calls so that more 
than one person can listen. The latest unit — known as 
the Combiton — has the added feature of a built 
transistor radio set. 

The Combiton is built into an 1vory-coloured plastic 
case which measures 54 in. by 3? in. by r$ in., the 
device weighs 1 lb. and power is obtained from a 9-volt 
battery which gives some 150 hours’ use. 

Price £18 185. 

Felcort Ltd, 251 Edgwarebury Lane, Edgware, 
Middx. 






j 
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luipment 


E Table-top Tea Tap 


FFICE life in Britain would be a dull one indeed 

were it not for the enlivening effect of the tea 
break. With the cost of junior office staff rising year by 
year many executives frown on the tea-making activities 
of the office boy or junior typist. Indeed, many of 
today's youngsters are loth to spend any of their time 
on such an unwanted chore. 

Tea and coffee vending machines are, of course, the 
answer, but in the smaller office or in congested areas 
their size can be a deterrent to their use. 

Now, a table-top tea maker has been introduced — 
it measures 30 in. high, 14 in. wide by 22 in. deep and 
weighs 82 lb. | 

Five selections are available from the dispenser 
section (e.g. black coffee with or without sugar etc.). 
The drinks made from powdered ingredients are 
dispensed in about ten seconds at the insertion of a 
coin (or a token if the employer decides to provide 
free drinks). Sufficient ingredients for some four 
hundred drinks can be loaded at one time. A cup 
dispenser holds eighty disposable cups, but the spout 
enables drinks to be dispensed direct to user's china 
cups if they desire it. 





Ilford Ozomatic 


masters that have been prepared on a computer output 
printer. 

Known as the Azomatic, the machine has been 
designed to receive unburst continuous stationery and 
to print copies of the data on separate sheets. 'l'he 
printing speed is claimed to be over 4,000 copies an 
hour. The machine will handle stationery from 4% in. 


Price: £225. to 184 in. wide, while the lengths between folds range 
Vendops Ltd, Ogden Lane, Openshaw, Manchester d in. to 201 n E j 
II. Price on application. 


Ilford Ltd, Ilford, Essex. 


Light on the Job 


SERS of the National Class 160 book-keeping 
machine and National adding machines can now 
obtain a fluorescent lighting unit specially designed to 
give even illumination of the correct intensity. 
A 20-watt fluorescent reflector lamp gives an even 
shadow-free light over the keyboard and carriage. 

For use only on 200/250 volt A.C. mains, the unit is 
supplied fully wired and with a 5-amp three-pin plug. 
Price £22. | l 

National Cash Register Co Ltd, 206 Marylebone 
Road, Lnodon NWT. 


Low-cost Intercom 


J.P. Telephones Ltd have added a re-styled 
¢five-button intercom system to their range. 
Fitted with light-weight handsets, up to six telephones 
can be interconnected — each station has the facility 
of selectively calling and talking to every other station 
in the system. A buzzer forms the usual calling signal, 
but in noisy locations extension bells can be fitted if 
required. 

A feature of the equipment is its flexibility — it is 
possible to start with two points and add others as the 
demand arises. A complete installation of six telephones 
and one hundred yards of ten-core cable costs £50. 





RES 


KE4 Tea or Coffee Machine 





4,000 Dyeline Copies an Hour 


LFORD LTD, in conjunction with the Dutch firm, 
Van der Grinten, have introduced an automatic | 
lyeline printer that copies continuous translucent 


a 
D 





Installation is simple and can be done by the user, but 
the manufacturers will carry out the work if required. 

D.J.P. Telephones Ltd, x56 Camden High Street, 
London NWiz. 
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PROFESSIONAL NOTICES 


Mr D. R. DAWES; AA.C.C.A., A.T.LL, practising 
under the style of DAwzs NicHoLAs & Co, Certified 
Accountants, has removed to West India House, 
96/98 Leadenhall Street, London EC3. Telephone: 
Avenue 5688. 

Messrs FLETCHER, GREENWOOD & Co announce 
that following the retirement of Mr H. BECK, F.c.a., 
from the partnership which practised as H. V. GREEN- 
woop & Co, the practice is being carried on by Mr 
D. J. FLETCHER, F.C.A., under the new style. Mr Breck 
will continue to assist the practice in a consulting 
capacity. 

Messrs W. B. Keen & Co, Chartered Accountants, 


announce with very deep regret the death of Mr. 


‘TERENCE (Tow) O’SULLIVAN, F.C.A., aged 61i, on 
Friday, August 16th, 1963. He had been associated 
with the firm for upwards of forty years. 

Mr R. J. WIGGINS, A.A.C.C.A., A.T.LI., announces that 
he has taken into partnership Mr Davip J. Foster, 
A.C.A., as from July rst, 1963. The practice will be 
carried on under the style of Foster, Wiccins & Co, 
at 93 Oxford Road, Cowley, Oxford, and 61 Goddington 
Road, Bourne End, Bucks. 


amt 


Appointments 


Mr C. F. Askew, F.A.C.C.A., has been elected a direc- 
tor of Abbey National Building Society as from 
October rst; he will retire from office as joint general 
manager of the society on September 3oth. 

Mr A. A. Coxon, F.C.A., has been appointed a director 
of Radio & Allied Industries Ltd and G.E.C. (Radio 
& T'elevision) Ltd. 

Mr P. Edge-Partington, F.C.A., has been appointed 
chairman of K.G. (Holdings) Ltd. 

Mr A. Holmes, r.c.A., has been appointed a director 
of Radio & Allied (Holdings) Ltd. 

Mr J. N. Pollard, F.c.a., has been appointed a 
director of Marley Tile Co Ltd. 

Mr Ralph C. Pulley, F.c.a., has been appointed 
assistant managing director of Champion Sparking 
Plug Co Ltd. 

Mr P. F. Reynolds, F.c.a., has been elected a director 
of Dowsett Holdings Ltd. 

Mr D. W. Roiser, A.C.A., has been elected a director 
of Walter George Ltd. 

Mr D. E. T. Tanfield, F.c.A., has joined the board 
of directors of John B. Wilson & Sons Ltd, of 
Bromsgrove. 

Mr F. Walters, ¥.c.a:, has been appointed chairman 
of Yorkshire Factoring Co Ltd retaining his title of 
managing director. 


Mr M. O. Wright, F.C.A., and Mr A. W. Potier, A.C.A., J 
have been appointed chief accountant ánd assistant 
chief accountant, respectively, of Trust House Hotels 
Ltd. 


RESEARCH FELLOWSHIP IN 
PUBLIC ADMINISTRATION 


Dr A. H. Marshall, C.B.E., B.SC(ECON.), PH.D., D.P.A., 
F.S.A.A., F.I.M.T.A., City Treasurer of Coventry, has 
been appointed to a senior research fellowship in 
public administration in the Faculty of Commerce 
and Social Science at Birmingham University as from 
September rst, 1964. 

Dr Marshall, who will retire next year from his 
present post which he has held since 1944, is a Past 
President of The Institute of Municipal Treasurers. 
and Accountants and is the Institute's honorary 
treasurer. He is also a Vice-President of the Royal Y 
Institute of Public Administration. 


t 


THE CHARTERED ACCOUNTANT STUDENTS’ | 
. . SOCIETY OF LONDON 


Autumn Residential Course 


Over two hundred students have enrolled for the autumn 
residential course of the Chartered Accountant 
Students’ Society of London to be held at Balliol 
and ‘Trinity Colleges, Oxford, from Thursday, ` 
September 19th, to Sunday September 22nd. The 
figure shows a Io per cent increase over last year, but 
both Balliol and Trinity are large colleges and rooms 
are still available for late bookings. 

Applications from members of the Society who 
wish to attend the course should be addressed with- 
out delay to the secretary of the Society, Mr R. J. 
Carter, B.COM., F.C.A., Finsbury Circus - House 
Blomfield Street, EC2. ‘The fee for the course, Heal 
ing transport, Is £6 IOS. 


LIVERPOOL SOCIETY OF CHARTERED- 
ACCOUNTANTS 


Intermediate Prize 


The Committee cf the Liverpool Society of Chartered 
Accountants announces that its Intermediate Prize 
will be awarded to the candidate who, being a member 
of the Liverpool Chartered Accountant Students' 
Association or any one of its constituent branches, 
gains the highest place in the Institute's Intermediate 
examination held in May last. The prize will take the 
form of a book to, be chosen by the President of the 
Society. 

It is the responsibility of the student to apply for 
the prize. Applications should state the position 
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gained in the examination and should be sent to the 
lon. Secretary, Liverpool Society of Chartered 
ccountants, The Library, 5 Fenwick Street, Liver- 
ool 2, within two calendar months after the announce- 
ment of the results of the examination. 


b THE MANCHESTER CHARTERED 
ACCOUNTANTS STUDENTS’ SOCIETY 


Lecture Programme for 1963-64 


Comprehensive programmes of lectures for members 
of The Manchester Chartered Accountants Students’ 
Society commence in Manchester and Preston next 
month. The lectures in Manchester will be held on 
Thursday evenings at either the Chartered Account- 
ants’ Hall, 46 Fountain Street, Manchester 2, or at 
the Chamber of Commerce, Ship Canal House, King 
Street, Manchester 2, while those to be held in Preston 
will take place on Saturday mornings at the Reform 
Club, Chapel Street, Preston. 

Students may obtain further information about 
‘these programmes from the Honorary Secretary of the 
"Society, 46 Fountain Street, Manchester 2. 


CHARTERED ACCOUNTANTS’ HOCKEY CLUB 
Chartered Accountants 2, Bank of England 3 


Despite heavy pressure during the last ten minutes of 
their annual match with the Bank of England at 
Roehampton on August 7th, the Chartered Account- 
ants failed to break through the Bank’s defences and 
were beaten by three goals to two in an extremely well- 
fought game of hockey. During this final period the 
Accountants were, in the space of three minutes, 
awarded in succession two penalty corners and three 
long corners; but these and other powerful attacks 
were withstood. 

The Bank, who were playing their fourth game in 
six weeks, were the first to find their form and soon 
moved into attack interpassing cleverly, inspired by 
Douglity, the former British Olympic forward; after 
fifteen minutes Doughty scored twice in quick succes- 
sion. Following this setback the Accountants’ defence 
began to settle down and Strover on numerous 
occasions proved himself a tower of strength at right 
back. Shortly before half-time, following some inter- 
passing:in the Bank's circle, Hines reduced the deficit 
when he scored from a well-placed Shot following a 
cross from the left. 

'T'he second half found the Accountants in excellent 
form, with the defence combining well to stop the 
powerful Bank forwards. Bewers, Davis and Strover 
stood out, and the forwards, inspired by Robson and 
Threlfall, consistently'opened up the Bank's SEN 
but luck was against them and it was the Bank who 
scored when for once a fast-moving attack failed to be 
held by the Accountants’ solid defence. Further pres- 
sure by the Chartered Accountants proved profitable, 
however, and Robson scored with a hard shot from 
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SEVENTY-FIVE YEARS AGO 
‘From Whe Accountant or Auvcust 25TH, 1888 
From a Leading Article 
ABINGDON CORPORATION ACCOUNTS 


. It appears from the accounts that some error 
must have been made in the calculations of the 
equated payments of principal and interest, with 
the result that rather serious adjustments had 
to be made in the last year’s accounts. ... 

It is in the detection and correction of errors 
of the kind just mentioned, as well as in their 
accounts being made clearer and more easily 
understood, that Municipal Corporations and 
local bodies generally, are likely to find the 
services of professional accountants of extreme 
value, whether as auditors, or as filling permanent 
positions. The slightly higher fee which a really 
competent man asks for such work is money well 
and wisely spent. The best labour is emphatically 
the cheapest in such cases. Services may always 
be obtained at a lower rate, but a person untrained 
in accounts, and in financial and actuarial matters, 
may innocently do much mischief in a single 
year to rectify which will cost what might pay a 
professional man for half-a-dozen years. 





the edge of the circle to make the score 3-2. From this 
point clean hitting and passing saw both sides attack- 
ing strongly in turn, but it was the Accountants whose 


‘forwards at the finish looked the more dangerous. 


Despite the spate of corners the Bank held out and, 
if only that their forwards had throughout looked the 
more constructive, they deserved their slender victory. 

Chartered Accountants’ team: 

M. L. Pecker (Hampstead), R. G. Strover (Richmond), 
E. H. Garside (Rickmansworth), N. C. Campbell (Cheam), 
G. A. Davis SE I. S. L. Bewers e ’s Stortford), 
G. Robson cie e . J. Hines (Bury Y. M.C.A.), W. L. 
Rowland (Purley), ] SCH Threlfall (Bournemouth), A. P. 
Stirling (Beckenham). 


INSTITUTE OF INTERNAL AUDITORS 
Newcastle Chapter 


The first meeting of the 1963-64 session of the 
Newcastle Chapter of The Institute of Internal 
Auditors wil be held on September sth at County 
Hall, Newcastle upon 'I'yne, at 7 p.m., when Mr C. 
Bewick, area general manager of the National Coal 
Board, ‘will give an address on “Che general manager 
looks at internal audit’. 

Further particulars regarding the activities of the 
Chapter are obtainable from the honorary secretary, 
Mr A. Philipson, 21 Knoll Rise, Whickham Hill, 
Dunston, Gateshead r1. 
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New Legislation 


The date given indicates when an Act received the Royal Assent. 


STATUTES 


Chapter 27: Oaths and Evidence (Overseas 
Authorities and Countries) Act, 1963 


An Act to authorize the administration of oaths and the 
performance of notarial acts by representatives of, and 
other persons empowered by the authorities of, 
countries overseas, and by representatives of Her 
Majesty in posts overseas; and to amend the Foreign 
Tribunals Evidence Act, 1856, and the Evidence 
(Foreign Dominion and Colonial Documents) Act, 
I933. 

Price 8d net. July 31st, 1963. 


Chapter 28: Oil on Navigable Waters Act, 1963 


An Act to enable effect to be given to certain amend- 
ments of the International Convention for the Preven- 
tion of Pollution of the Sea by Oil, 1954, and otherwise 
to extend the Oil in Navigable Waters Act, 1955. 


Price 8d net. July 31st, 1963. 


Chapter 30: Statute Law Revision Act, 1963 


An Act to revise the statute law by repealing obsolete, 
spent, unnecessary or superseded enactments. 


Price Is 3d net. July 3rst, 1963. 


Chapter 32: Public Lavatories (Turnstiles) Act, - 
1963 
An Act to make it the duty of local authorities to 
abolish turnstiles in public lavatories and sanitary 
conveniences. 


Price 3d net. July 31st, 1963. 


Chapter 34: Rhodesia and Nyasaland Act, 1963 


An Act to confer on Her Majesty in Council powers 
requisite to provide for the dissolution of the Federation 
of Rhodesia and Nyasaland, or the secession therefrom 
of any of the 'l'erritories comprised in the Federation; 
and for purposes connected with the matters aforesaid. 


Price 5d net. July 31st, 1963. 


Chapter 36: Deer Act, 1963 


An Act to provide close seasons for deer; to prohibit the 
kiling and taking of deer by certain devices and at 
certain times and to restrict the use of vehicles in 


connection with the killing and taking of deer; an 
for purposes connected with the matters aforesaid. f 


Price 8d net. July 31st, 1963. : 


Chapter 42: Dog Racing (Betting Days) Act, 1963 
An Act to provide for the fixing of days when betting 
facilities may ke provided on licensed tracks being dog 
racecourses in place of betting days lost due to weather 
conditions or ather circumstances. 


Price 3d net. July jist, 1963. 
Chapter 43: Animal Boarding Establishments Act, 
1963 
An Act to regulate the keeping of boarding establish- 
ments for animals; and for purposes connected there- ` 

with. 


Price 8d net. 
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July 31st, 1963. 


Chapter 44: Wills Act, 1963 
An Act to repeal the Wills Act, 1861, and make new 
provision in lieu thereof; and to provide that certain 
testamentary instruments shall be probative for the 
purpose of the conveyance of heritable property in 
Scotland. 


Price 5d net. Fuly 31st, 1963. 
Chapter 45: Matrimonial Causes Act, 1963 


An Act to amend the law relating to matrimonial causes; 
to facilitate reconciliation in such causes; and for 
purposes connected with the matters aforesaid. 


Price 5d net. Yuly 31st, 1965 


Chapter 52: Public Order Act, 1963 


An Act to increase the penalties for offences under 
section 5 of the Public Order Act, 1936, and section 1 
of the Public Meeting Act, 1908. 


Price 3d net. Suly 31st, 1963. 


Chapter 53: Performers’ Protection Act, 1963 


Àn Act to amend the law relating to the protection of 
performers so as to enable effect to be given to a 
Convention entered into at Rome on October 26th, 
1961. 


Price 5d net. July 31st, 1963. 
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Gilt-edged Lining 


Th the initiated investor, the gilt-edged market is a kind of 
barometer from which endless useful deductions may be 
made, For this reason, if for no other, the prominent firm 
of stockbrokers who publish for private circulation a cumulative 
statistical survey of British Government securities covering the 
present century performs a most valuable service. 
Although the information contained in the latest supplement 
bringing the record up to date is factual, a thoughtful preface 
reviews the background against which prices have moved during 
the past three years. Events in the international field which have 
influenced the markets include the disintegration of the summit 
conference in 1960, the Algerian truce, the invasion of India by 

China and, in the autumn of 1962, the culmination of the Cuban 
crisis when, as the chronicler puts it, Mr KENNEDY and Mr 
Kruscuev played poker for oblivion. 

* At home, happenings, although not on the same potentially 
world-shattering scale as some of the above, have crowded in 
thick and fast upon the bewildered investor. Among the first of 
these was the advent of the new Trustee Investments Act. Iron- 
ically, as it has turned out, the gilt-edged market was at its lowest 
and equities had passed their peak about that time. Later, the 
much lamented short-term gains tax came into existence while 
more recently, in mitigation, stamp duty was halved. London 
became a founder-member’ of the Federation Internationale des 

Bourses de Valeurs, a body which is likely to become increasingly 
influential as investment business continues to expand. Two other 
organizations — neither of which need any introduction in these 
columns — born of the period were Neppy and Nicky whose 
respective prospects must inevitably be bound up with political 
trends in the near future. Another factor which complicated normal 
economic reasoning was the crippling weather of last winter. 

. Because of, or despite, this diversity of happenings, casual and 
cataclysmic, the gilt-edged market has had a *down-and-up' pro- 
gress. In 1960, equities were still the fashion but a succession of 
poor company results, tales of dwindling order books, a certain 
sluggishness in capital expansion caused by doubts as to Britain's 
standing in Europe and, conclusively, the July 1961 shock of a 7 
per cent Bank rate turned the investor's attention to the realistic 
attractions of redemption yields of 64 to 62 per cent for fifty years. 
Since then, the gilt-edged market has held its own and proof of its 
buoyancy is that in 1962 insurance offices purchased £135 million 
Government securities, most of them long-dated. The indications 
are that for some time it will remain, to return to the opening 
barometrical reference, set fair. 
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U. E. C. - Union Européenne iu Experts 


Comptables, Economiques et Financiers 


A April 1st, 1963, the three Institutes of 
Chartered Accountants in the British Isles, 
the Association of Certified and Corporate 
Accountants, and accountancy bodies in Holland 
and Scandinavia became members of the Union 
Européenne des Experts Comptables, Economiques et 
Financiers (U.E.C.). On the same day, a new 
U.E.C. constitution came into force reflecting its 
changed composition. Thus, the British pro- 
fessional bodies have joined an organization which 
can look back on twelve years of successful opera- 
tions, and to a considerably expanded sphere of 
influence in the future. | 
Accountants in Britain will want to know more 
about the past and present activities of this 
European organization to which they have 
become affiliated, and in this article we discuss its 
history, its constitution and its achievements. 


. History of U.E.C. 


The U.E.C. was founded in Paris in 1951 by a 
number of leading European accountants brought 
together on the initiative of the late PAUL 
CAUJOLLE, a Frenchman. At that time the pros- 
pects for opening up the European market were 
coming closer to realization, largely as a result of 
the successful establishment of the coal and steel 
authority. 'T'his development was seen to necessi- 
tate a measure of harmonization and co-ordina- 
tion of the European accountancy bodies, if the 
free flow of ideas, men, capital and goods was to 
materialize. 

The first members of U.E.C. were accoun- 
tancy bodies in Austria, Belgium, France, 
Germany, Holland, Italy, Luxemburg, Portugal, 
Spain and Switzerland. From the beginning, 
certain problems were regarded as important 
enough to be singled out for special treatment; 
accordingly permanent committees (Commissions 
Permanents) of international composition were 
established, to conduct continuous research into 
the problems and to make suggestions for their 
solution. Thirteen such committees have been 
formed to deal with auditing, budgetary and 
management control accounting terminology, 
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professional education, taxation research, ac- 
counting law, accounting techniques, economic 
and financial research, financial mathematics, 


. theoretical research, administrative accounting, 


professional organization, and publications. In 
addition, a congress committee was set up to 
organize a series of congresses at which the 
findings of the permanent committees could be 
discussed and publicized. 

So far there have been four U.E.C. congresses: 


at Florence (1953), Brussels (1955), Nice (1958). 4 


( 


2 
SS 


and Zürich (1961). The fifth will be held next - 


year in Vienna. The proceedings at these con- 
gresses are published in book form, and besides 
these the U.E.C. has also published some 
eighteen information bulletins, a five-language 
accountancy glossary (Lexique U.E.C. Lexicon)! 
as well as a ‘Manual on auditing’ and a ‘Manual 
on evaluation of business enterprises’ in French 


and German. A thirty-two-page history of U.E.C. - 
in English was published in 1961 to mark its 


tenth anniversary. 
The U.E.C. has been recognized by the 
European Economic Community as the represen- 


tative of the interests of its members, and it i 


noteworthy that the budget for 1963 is only 


68,000 F (less than £5,000), 


U.E.C. Constitution 


The U.E.C. is an association of professional 
organizations representing accountants in differ- 
ent European countries who have an adequate 


professional training and combine the principles 


of independence and of personal responsibility. 
It appears, therefore, that only those bodies, the 
majority of whose members are in public practice, 
are eligible for full membership of U.E.C. 'T'he 
statutes specify the present constituent profes- 


sional organizations by name. The registered | 


4 


office is in Paris. The objects of the U.E.C. are: ^ 


to facilitate the exchange of views on problems 
affecting accountants; 

to promote progress in business management 
methods, particularly accounting and auditing; 


1 Reviewed in The Accountant of March 3rd, 1962. 
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to compare national systems of boot educa- 
tion and entry, with a view to European co- 
operation; 


to examine conditions under hich: accountants ~ 


are allowed to practise in foreign countries; 

to study the principles of professional conduct 

respected in the different countries; 

to establish and maintain relations with supra- 

national organizations whose activities affect the 
profession ; 

and to take any steps tending to create a spirit of 

solidarity between accountants in European 
countries. 

There are two classes of aa full mem- 
bers and corresponding members. Only those 
organizations listed in the statutes are full 
members, but other bodies satisfying the basic 
conditions of membership can be admitted by 
_the Assemblée des Délégués. Representatives of 
other bodies which, while not satisfying the 
qualifying conditions in all respects, are never- 
theless capable of contributing to the work and 
objects of the U.E.C., can be admitted as corres- 
ponding members. In addition, the Assembly of 
Delegates can award the title of Honorary 
Member' to any individual of outstanding merit 
in the pursuit of these objects. 

Administration | 

Each member organization may send to the 
Assembly of Delegates as many delegates as it 
has votes, the delegates holding office between 
/successive congresses, i.e. normally for three 
years. Delegates must be practising accountants, 
or have practised for at least fifteen years. A 
member may transfer its votes to the use of 
another member. 

The Assembly elects the Executive Board, 
establishes permanent committees and directs 
their work, arranges congresses, approves budgets, 
fixes subscriptions, adopts the accounts and 
reports submitted by the Executive, appoints the 
secretary-general, treasurer, deputy-treasurer 
(who must be a national of the country in which 
the registered office is situated), and auditors. As 
previously mentioned, it considers applications 
for membership and fixes their voting rights, and 
considers expulsions. It can also award the title of 
‘Honorary President’ ‘or Honorary Member’ and 
it alone can change the U.E.C. statutes (con- 
stitution). 

The Assembly is required to meet at least once 
a year; special meetings may be convened by the 
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President at the request of at least four members, 
for which sixty days’ notice must be given. A 
quorum consists of one-half of the delegates plus 
one, decisions being taken by a simple majority 
vote, except that a three-quarters majority is 
required for changing the statutes and for the 
admission of new members and expulsions; 
unanimity is required for the award of honorary 
membership. Proposals for changing the statutes 
must be sent to the secretary-general for circula- 
tion to members, and their inclusion in the 
agenda of the next Assembly is conditional upon 
the assent of at least four members. 

The Executive (?Executif des Presidents) exe- 
cutes the decisions of the Assembly and conducts _ 
day-to-day business. It is composed of the U.E.C. 
president and four vice-presidents elected by the 
Assembly from its delegates. The president 
automatically ceases to represent his organization 
on election, and remains in office between 
successive congresses; vice-presidents hold office 
for one year only. No country can have more than 


one seat on the Executive, nor provide a vice- 


president for two successive years, The Executive 
must meet at least once a year, decisions being 
taken by simple majority of those present, the 
president having the casting vote. The president 
convokes the Assembly and the Executive, and 
conducts meetings and voting; a secret ballot can 
be called for by any member. 

President of the U.E.C. for the time being is 
Dr W. ELMENDORFF, of Germany; the title of 


Founder-President was conferred posthumously 


on PAUL CAUJOLLE. The present vice-presidents 
are Sir THOMAS ROBSON, M.B.E., M.A., F.C.A., 
Great Britain, Mr H C. TREFFERS, of The 
Netherlands, Dr R. BECHINIE, of Austria, and 
Dr RiNALDO Rocco, of Italy. 

The management of U.E.C. is conducted by a 
secretary-general under the authority of the 
president. Besides discharging all the tasks given 


him by the Assembly and the Executive he 


distributes notices and agendas for their meetings 
and those of the committees, and circulates 
minutes. He is responsible for liaison between 
the members of the Assembly and for publication 
of a bulletin, La Vie de l'U.E.C. The present 
secretary-general is M RoBERT HOLVECK. - 

The budget is established for the calendar year 
by the treasurer together with the secretary- 
general, and must be approved by the Executive 
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and voted by the Assembly. Revenue is obtained 
chiefly from an entrance fee and an annual sub- 
scription, the latter varying according to needs. 
Members may resign on giving six months' 
notice to the secretary-general. A member may 
be expelled on the written demand, with stated 
reasons, of another member, which is required to 
be circulated to all member bodies, the Assembly, 
and the Executive. Objections, which must be 
submitted within thirty days, have similarly to be 
circulated, and. the matter is then considered 
without delay by the Executive whose opinion is 
presented to the next Assembly for a decision. 


Achievements 

In the twelve years which have gone by ai since its 
foundation, U.E.C. has provided a forum where 
European accountants could meet to inform 
themselves about the nature and conditions of 
accountancy practice in different countries. A 
number of laws have been passed in France, 
Germany and elsewhere which would certainly 
have been different if this knowledge had not 
been available, notably those concerning limited 
companies and the regulation of the accountancy 
profession. 
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Slowly, the task of harmonization is following 
on that of co-ordination. Naturally, an important 
by-product has been the creation of personal and 
professional links between accountants from 
different European countries. Further, U.E.C. 
has provided a stimulus to research and debate 
on a wide range of subjects of practical interest to 
the profession, as its publications testify. The 
effect of this on raising the standards of account-- 
ancy and audit work in the various continental 
countries has certainly been considerable. 

While the forthcoming European Congress of 
Accountants in Edinburgh is not being held 
under U.E.C. auspices, Dr ELMENDORFF, the 
U.E.C. President, and other U:E.C. officers will be 


present. The occasion should accordingly provide . 


a timely opportunity, follewing the accession of 
the British, Dutch and Scandinavian bodies to 


the U.E.C. on April rst last, for both the leaders. 


and many members of the profession in Europe 
to become more closely acquainted. And in so 
doing, to foster the spirit of co-operation and 
enterprise which can bring nothing but good. to 
the profession in Europe and to the wider 
community it serves. 


Personal Tax Statements 


CONTRIBUTED 


income it can be very confusing to have 

his income tax assessments raised in a 
number of different districts, to say nothing of 
any surtax assessment, and to have his personal 
reliefs split up and deducted from various 
assessments. In fact he sees the jigsaw as a 
number of pieces rather than as a complete 
picture, and be may perhaps take the attitude 
that he can only keep his fingers crossed that 


T: a taxpayer with several sources of 


nothing has been missed to his disadvantage 


through lack of liaison within the Inland Revenue. 

However, if an accountant is employed a 
comprehensive annual statement can be prepared 
so that the client has an overall picture of his 
taxation liabilities. No hard and fast outline of 
such a statement can be suggested, as the 
circumstances of each must be considered 
separately, but the statement reproduced on the 
following pages may be of "interest as an 
illustration. 


The statement may be prepared at the end of 
the year to serve as a summary of the agreed 
tax liabilities for that year or, if desired, a 
corresponding statement with approximate figures 
only may be prepared earlier as a forecast and 
then amended when the liabilities have been 
agreed. 


e 


Incidentally, the statement provides an arith- . 


metical check for the accountant, enabling him 
to satisfy himself that all reliefs have been 
effectively given and that the amount of any 
repayment of tax is correct. 

It will be noted that separate schedules of, 
say, dividends and trust income should support 
the statement. These schedules can be copies of ` 
those supporting the income tax return. 

Section V is independent of the other sections 
and serves merely to inform the client of the 
amount of his income left available for spending 
(i.e. after taxation) and his highest and average 
rates of tax. 


d 
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INCOME TAX AND SURTAX STATEMENT FOR YEAR ENDED APRIL 5th, 1963 l 


I - Summary of Total Income 
Earned income 

Director's fees from A.Z. Ltd: Schedule E assessment on amount earned 
during the year à 

Partnership income from B DE & Co: share of Schedule D assessment for 
1962-63 based on profits of year ended September 3oth, 1961 

Family allowance: Schedule E assessment based on amount received 
during the year | 


Farm loss 
Adjusted loss as computed from accounts for year ended March 31st, 1963 
Capital allowances for 1963-64 MUN under section 18, Finance Act, ke 
not exercised) . T 


Property 
Belle Vue: Schedule A asesssment on gross annual value Au 118, less per 
.. A allowance £23, less maintenance relief £15 . Ss 
Belle Vue: Schedule B assessment on occupation of gardens bs 
8 High Street: Schedule A assessment £70 and Schedule D excess rent 
assessment Zeo, based on rent of £148 received dus the me less 
repairs allowance {28 : 2i -— ; SS 


Dividends and interest 
Mr Citizen's investment income received under deduction of income tax: 
gross amount received during the year, per schedule ` eg 
Mr Citizen's Post Office Savings Bank interest: Schedule D assessment on 
£19 received during the year ended April sth, 1962, less {15 exempt 


Mrs Citizen's 34 per cent War Loan interest received without deduction of . 


income tax: Schedule D assessment on amount received during the year 
Mrs Citizen's bank interest: Schedule D assessment on £9 d dr received 
during the year ended April sth, 1962 
Mrs Citizen’s building society interest received during the year 


/Trust income 
Income from the late Mr D. Citizen's estate: share of gross income as shown 
by the trust income statement for the year ' Ps is 


Less: Charges on income 

Bank interest paid during the year by Mr Citizen without deduction of 
income tax . 

Building society interest paid during the SES by Mr Citizen without deduc- 
tion of income tax 

Loan interest paid under deduction of income tax to House Mortgages Ltd: 
gross amount payable during the year 

Annuity payable under deed of covenant in favour of Miss Penny Wise: 
gross amount paid during the year 


National Insurance contributions for cook: relief due for amount paid during | 


the year . 


Statutory total income for income tax purposes 

. Add: Income tax.at 7s 9d to gross up building society interest received 
Post Office Savings Bank interest: e 5 idi from income = grossed 
at 75 od Re S 


Statutory total income for surtax purposes 


258 


120 


24 


9 10 


3,4487 0 o 


292 0 o 


3:195 o © 


202 0 O 


2,012 10 o 


459 IO o 
.6469 0 o 


182 o o 


6,287 o o 


30 9 Io 
£6,317 9 10 


KH 
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II - Calculation of Total Income Tax Liability 
£ - £ 
On first — 710 being earned income relief (two-ninths of £3,195) = e 
On next — 240 being the personal allowance 


On next 200 being the allowance for two children dnde eleven 
On next 18 being the allowance for National Insurance contributions paid 
by Mr Citizen for himself 
On next 100 being the allowance for {250 life assurance eaten paid 
On next 10 being the amount of building eme? interest op which no 
income tax is payable .. 
On next 60 being the amount on which income tax is chargeable at de 
reduced rate of 15 gd . p T 0. 5 
On next 150 being the amount on E income a is papel at the 
reduced rate of 4s 3d . 2 S v 31 
On next 150 being the amount on which i income tax is ‘chargeable at the 
" Ge ‘reduced rate of 6s 34. Ss T Es 46 
On next 4,649 being the remaining income on ud income tat is gece 
at the standard rate of 7s 9d B T T - .. 1,801 
On total £6,287 being the total income as shown in Section I = T E .. £1,885 
III — Statement showing how Total Income Tax Liability is Discharged 
E £ sd f£ 
Income tax deducted during the year under P.A.Y.E. from director's fees m 650 
Income tax payable on Schedule D assessment on partnership income 
January 19635... Se E = x T ps M - 70 6 8 
Julvd503.2.0. "ug ce Ge Wel oe (Se 28. 4 ue "90? ZE 
———— 140 
Income tax payable on Schedule A assessment on Belle Vue: January 1963 .. 31 
Income tax payable on Schedule B assessment on Belle Vue: January 1963 . 
Income tax payable on Schedule A assessment on 8 High Street: January 1963 21 
Income tax payable on Schedule D assessment on 8 High Street: January 1963 I9 
Income tax deducted from Mr Citizen's investment income received one the 
year, per schedule is 989 
Income tax suffered on share of income D the late Mr D. Citizen? S BE 
per trust income statement for the year E m zs is Y 178 
2,031 
Less: Income tax deducted from charges paid during the year: 
Loan interest paid to House Mortgages Ltd  .. - T T E II I2 6 
Annuity under deed of covenant paid to Miss P. Wise E 2 = 38 15 o 
1,081 
Income tax repayable for the year: 
On Schedule E assessment T vu en SS - in 4 15 
On farm loss claim 25 FT ep - T gs PS xs 87 19 3 
PESCH 95 


Total income tax liability (as shown in Section IT) £1,885 


s 
Nil 
Nil 
Nil 


Nil 
Nil 


Nil 


5 


17 


9 


1 


O 


6 
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IV - Calculation of Total Surtax Liability Payable January 1964 














TERM f x 
Statutory total income per Section I is sx ad um 6,317 
Less: Reliefs for surtax: E 
Earned income relief as for income tax 710 
Earnings allowance (£3,195 less earned income relief Dro less 
i £2,000) .. 533 we 485 
Personal allowance (£240 EN 140) IOO 
Allowance for National Insurance contributions paid by Mr 
Citizen for himself .. ES i is 18 
Allowance for two children under eleven jd its S uà 200 
E 1,513 
Surtax assessment £4,804 
Surtax payable: 
£ £ sd 
On first 2,000 ge - s is Si Së "T ia Nil 
On next | 500 at2s .. ut = - i bes w .. 50 0 0 
On next 500 at 2s 6d X T "m is " - .. 6210 o 
On next 1,000 at 35 6d SA " Ge m E: ii .. 195 0 0 
On next 804 at 4s 6d bá iu se Se S es .. 180 18 o 
£4,804 ) [468 8 o 
V —- Summary of Taxation Liabilities 
; INCOME TAXATION THEREON 
Total Income Tax Surtax 
£ £ sd L s d 
Total statutory income 6,287 
Taxes thereon .. ve OSSA 2,354. 1885 9 9 408 8 o 
Net income after taxation £3,933 
Average rate of tax per £1 
of total income bu 75 6d 6s 1s 6d 
Rate per {1 of highest 


part of income be 125 -3d 75 9d 45 6d 


AUTHOR's NOTE: Under the provisions of the Finance Act, 1963, the income tax liability for the year ended April sth,1964 
(assuming the facts remained unchanged), will be reduced by £78 8s made up as follows: 


£L sd 

Cessation of Schedule A and B assessments or Belle Vue, £82 at 7s od fs Se BT bs 6 
Increase in personal and child allowances (£80+ £30) £110 at 7s od  .. 2 .. 4212 6 
Reduction in tax payable at reduced rates (£84 — £80) .. e T SS Eu ADG 
£78 8 o 





The surtax rates for 1963-64 are not yet known. 
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by Professor H. C. EDEY, B.COM., F.C.A. 


F, the fundamental information needed to 
(ES investors to manage their portfolios takes 

the form of long-run forecasts of the cash flows of 
the companies in question, of what use are published 
accounts in their present form? Let us start by 
considering what these accounts purport to show, 
taking the profit and loss account first. 


IV Investment Planning and Profit Reports 


24. It is generally stated or implied in accounting 
textbooks that the profit and loss account shows 
the amount that could be distributed by way of 
dividend while ‘maintaining capital intact’. The 


concept of maintaining capital intact is unfortunately : 


not a precisely formulated one. It conveys the general 
idea of money benefits derived from ownership of a 
particular interest. It does not, however, as Professor 
R. S. Edwards pointed out twenty-five years ago, give 
us an unequivocal general rule for assessing the 
amount in question. If one ignores niceties, there 
seem to be two main ways in which one could 
interpret capital maintenance. First it could mean 


maintaining the maximum, constant, level at which . 
the distributions of the current, year and of each . 


future year could be held. With this concept, 
reported profit in a given year would be the maxi- 
mum amount that could be distributed in that year 
while maintaining future distributions at the same 
level. Or capital maintenance could mean maintaining 
the total value, in some sense, of the concern as a 
whole. Furthermore, each of these concepts could 
be interpreted in terms of money value or in terms 
of purchasing power with some sort of price index 
adjustment to allow for’ changes in the value of 


money. As I wish to concentrate on the more general ` 


question I shall assume for the sake of discussion 
here that the price level problem does not arise. 'T'his 
does no harm, as most of what I have to say applies 
whether price level adjustments are made or not. 

25. When we examine the idea of maintaining 
capital as expressed by the maintenance of the level 
at which future annual distributions could be held, 
we are bound to accept that it does not provide a 
satisfactory general statement of existing practice, 
even though we may have some suspicions that it 
comes nearer to describing the idea of profit in the 
minds of some directors than any other. It should be 
noted, incidentally, that to adopt this definition 
would imply a readiness to accept general provisions 
for the maintenance of dividend earning power — 


'l'he concluding part of a paper presented at the Oxford 
Summer Course of The Institute of Chartered Accountants 
in England and Wales on July 15th. 


provisions not necessarily linked to the original cost 
of an asset or indeed to any particular. asset — as 
profit and loss account debits. (I do not say that this 
is necessarily unsound.) 

26. We now turn to the alternative definition of 
capital maintenance: as the maintenance in some 
sense of the capital value of the undertaking as a 
whole. If capital value has a business meaning it 
must, I think, refer to the amount that someone 
thinks the entity- valued is worth to buy, or alter- 
natively (if that someone is an owner) the minimum 
amount which he would accept if he sold — his reserve — 
price. How far does this fit in with present practice? 
It is clear that it does not in any exact sense. We all 
know that balance sheets do not purport to measure 
such a value and that accounting profit does not 
purport to measure the increase (after, of course, 
adjustment for money paid in or withdrawn by the 
owners) in such a value. 

27. I am afraid this leads only to the conclusion 
that accounting profit as at present understood has 
no exact business meaning; a not surprising con- 
clusion perhaps when we bear in mind the different 
results that are given by different valuation methods 
that lie within the bounds of generally accepted 
accounting principles. 

28. At this point I shall turn again to the budgeting 
aspect, for it is from this point of view that the. 
relevance of annual profit as a business concept ~ 
is perhaps most clearly seen. Most businesses are 
expected to continue indefinitely and, for the reasons 
I have given, one would expect their basic financial 
plans to be in terms of anticipated cash flows over a 
relatively long period. A business is, however, faced 
with the need to take decisions on what to produce 
and in what quantity, on how to produce it, on 
pricing, and so on. These are usually considered in 
the framework of an annual plan. When long-term 
plans have been made, the plan for a given year 
rests upon some kind of general assumption about. 
the pattern of cash flow in succeeding years. The 
assumption (expressed or implied) may be, for 
example, that some or all of the succeeding years will 
be similar financially to this year. In the arithmetic of 
the financial planning of any given investment the 
assumption appears in the form of a figure for the ` 
amount of the invested money value which will~ 
(it is hoped) be collected during the year in question. 
The residue is the ‘value’ to be set on the asset or 
group of assets at the end of the year, to be recovered 
in later years. 

29. In order to examine the problem further, let 
us concentrate on one asset in a business, treating 
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this asset as if it had its own set of accounts. Consider 
a business investment in a new plant. If the investment 
in the plant is to be justified, a contribution must 
be obtained over the life of the plant, in the form of 
cash receipts less operating outlays, sufficient to 
cover the initial money value invested plus the rate 
of return considered appropriate (which will be 
assessed' in the light of the cost of capital and of 
other investment opportunities). But as a practical 
expedient it is convenient to convert the plans into 
annual equivalents. Suppose that the plant costs 
£100,000, that its life is initially estimated to be ten 
years, that the annual rate of return to be earned to 
justify the investment is 10 per cent, and that the 
net cash contribution earned from year to year 
seems likely to be constant over its life. Using 
the method described in Appendix I, we find the 
required level of the annual contribution as the 
annuity which will just recover the initial capital 
-value over the whole period together with interest at 
IO per cent per annum on the amount outstanding 
from time to time. Tables give this to be about 
£16,300. (We assume for convenience that each 
annual contribution comes in as cash at the end of 
each year.) Suppose that the plant is bought and 
the.contributions. earned are as hoped. In the first 
year, of the £16,300 contribution, {10,000 is 
budgeted ‘profit? or return on the investment (this 
being ro per cent of {100,000); and £6,300 is 
recovered in capital value, leaving £93,700 to be 
recovered in the later years. The latter figure could 
be entered in a budgeted balance sheet as the value 
of the asset at the end of the first year, and the 
planning profit and loss account for the plant would 
show: 


~ Net operating revenue - M .. 16,300 
Less Depreciation (capital recovery) 6,300 
Profit .. £10,000 








T'he budgeted balance sheet would be as follows: 











Plant at cost .. "e 100,000 
Less Depreciation 6,300 
us 93,700 

Liquid funds 16,300 

£110,000 

Capital invested in project 100,000 

Profit not yet withdrawn . 10,000 

l £110,000 





pi in the succeeding year, the original assumption 
continued to be justified, a £16,300 contribution 
would again be earned. Of this, £9,400 would be 


needed to return 10 per cent on the capital value of . 


the plant at the beginning of the second year; the 
remaining {£6,900 would represent recovery of 
capital value. The asset value at the end of the 
second year would be £86,800. If the original 
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assumptions held, the: capital value would, by the 
arithmetic of compound interest, be- completely 
recovered by the end of the tenth year. (The 
arithmetic is that for the annuity method of depre- 
ciation.) We assume the residual value is zero. 

30. I have given this example to illustrate the 
theoretical link, in a simplified case, between invest- 
ment planning and budgeted annual profit calcu- 
lations. The latter are inherent in the budgeting 
process; but they — and the intervening budgeted 
balance sheets — emerge as the result of assumptions 
(normal planning assumptions, appropriate in any 
capital budgeting committee) about the whole course 
of the investment and about the rate of return to be 


‘earned. It is, as you: know, a maxim of good 


control that the form of accounting reports should 
follow that of the budgets which preceded them and 
on which they report. What has been said about the 
budgeted accounts applies, mutatis mutandis, to the 
actual accounting reports, provided these are drawn 
up on the basis. of the planning model and assump- 
tions: if the results by some stroke of chance exactly - 
match the budgets, the accounts will contain the 
same figures. Note that the profit for the first year can 
only be calculated after assumptions have been 
made about the cash flow over the whole succeeding 
nine years. There is no question of profit being 


‘objectively determined by the past. From the point 


of view of the management (and therefore, one may 
argue, of an investor) the basic data are those of 
the long run cash forecast. Note also that the 
profit figure does not tell one about the future 
unless one knows the assumptions on which it is 
drafted. 

31. The next step is to consider the effect of a 
change in the assumptions during the coürse of the 
investment. Suppose that in the above example it ` 
was decided, at the end of the first year, that the 
original assumptions must be permanently revised. 
Let us say that the annual cash contribution earned 
by the asset will henceforth only be £12,000, and 
will run only for eight more years. Stated in the form 
of a cash budget this needs no further explanation. 
From a planning point of view there is no need to 
think any more about the originally budgeted 
figures. What is now important is whether the new 
pattern of return is worth while having regard to the 
money that could be obtained by disposing of the 


plant now: a new investment type of decision must 


be made. Let us suppose the net disposal value of the 
plant is set at £40,000: much lower than original 
cost or the earlier budgeted balance sheet value 
(because, we will suppose, the plantis very specialized). 

We will assumé again that Io per cent per annum 
must be earned to justify the investment (or, to be 
precise, to justify not dis-investing). Compound ` 
interest tables tell us that the annuity which will 
recover {40,000 with interest at 10 per cent per annum 
over eight years is about £7,500. As this will be 
more than covered by the expected annual contribu- 
tion, the decision is taken to retain the plant. The 
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implied value of the asset is now about £64,000. 
(This is the actuarial present value that is equivalent, 
at 1o per cent per annum, to an eight-year annuity 
of £12,000; {£64,000 is the capital value which an 
annuity of {£12,000 will just recover over eight 
years and give a 10 per cent per annum return on the 
unrecovered balance from year to year.) From a 
business point of view there has been, at the end of 
year one, a drop in value from {£93,700 to £64,000: 
unexpected depreciation of £30,000. Again, the 
assessed capital value depends upon the expected 
future cash stream. The profit and loss account for 
year one is now: l 














£ 
Net operating revenue 16,300 
Less Depreciation 36,000 
Loss .. —{19,700 
The balance sheet is as follows: "M ` 
Plant at cost En SA $a .. 160,00 
Less Depreciation is Pu 36,000" 
64,000 
Liquid funds . 16,300 
£80,30 
Capital invested in project 100,000 
Less Loss .. i så .. 19,700 
480,300 
One is tempted to say that most of the heavy 


depreciation is a special 'capital loss', to be omitted 
from the profit and loss account. But we are interested 
in the reality of the business: in the year in question, 
the board, on their own réckoning, have lost the 
€ompany £20,000. l 
32. Now consider a conventionally prepared 
financial account for the project. This would, at 
the end of year one before it was found that the 
expectations must be revised, probably give the 
following information, assuming that, as is likely in 
practice, straight-line depreciation was applied: 














Net operating revenue V Si 16,300 
Depreciation 10,000 
Profit vis £6,300 

£ 
Plant at cost pi 100,000 
„Less Depreciation. 10,000 
90,000 
Liquid funds .. 16,300 
£106,300 

* . KL ` £ 
Capital invested in project 100,000 
Profit not yet withdrawn 6,300 
{£106,300 
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This tells a story that has some resemblance to the 
planning figures used by the management. It suggests 
profitable operation. It is very far from giving an 
accurate picture of the true rate of return on the 
investment on the assumptions adopted by the manage- ' 
ment. It shows a rate of return on capital of only 
6:3 per cent against 1o per cent in the management's 
own accounts, It is, in effect, telling the financial 
story on a different, and in this case more conser- 
vative, set of assumptions. What are these assump- ` 
tions? The reader of the accounts cannot tell. He 
may deduce, by a little detective work, that a further 
life of nine years is assumed for the plant (even this 
information might be difficult to find in a real life 
case). He does not know on what rate of return the 
management are planning. In short the account 
merely gives a rather vague, general idea of how 
things are going. We may note that if all goes 
according to the original plan throughout the life of 
the plant, the later financial accounts will show a^ 
growth in the rate of return on the investment in the 
plant, whereas the planning assumptions are that it 
will remain constant. 

33. How do the conventional accounting reports 
appear when the directors revise their expectations? 
The total cash recovery from year two to year nine 
will now be £96,000: £6,000 in excess of. the book 
value of the asset in the financial accounts after 
deducting one year's straight-line depreciation. Hence 
I do not think we can assume that the asset will be 
revalued at the end of year one, though we cannot 
be sure of this. It is possible, though not certain, that 
the annual depreciation provision will be amended 
for the shorter life of the asset, the annual straight- 
line provision of {10,000 being adjusted to approxi- 
mately {11,100 over nine years. It is also possible, . 
though I think unlikely, that the directors will 
revalue the asset by writing it down to the figure 
justified by their planning assumptions. Let us 
compare the profit figures that will result from three 
alternative assumptions: 


(1) that no change will be made in the depreciation 
provision; 

(2) that the depreciation provision will be adjusted 
to a nine-year basis; mE | 

(3) that the asset will be revalued on the basis of 
the new planning assumptions and straight- 
line depreciation thenceforth written off on the 
new value over the revised life; 

with: 

(4) the profit figure that will result from using the 
arithmetic appropriate to our planning assump- 
tions, that is, revising the asset valuation: andg 
depreciating on the annuity basis. 


34. For convenience of comparison let us assume 
that no profit is distributed in any of the four cases, 
and that profit ploughed back, together with 
depreciation provisions, will earn interest in some 
other investment at 10 per cent per annum. We shall 
assume that planning expectations as revised at the 
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end of year one are fulfilled exactly. The detailed 
figures are given in Appendix II. The final profit 
-figures (in £s with minor rounding-off adjustments) 
are as follows: 


Case I. Asset not revalued and straight-line deprecia- 
tion not revised 6,300 3,600 5,000 6,500 8,100 10,000 
12,000 14,200 6,600. 


Case 2. Asset not revalued but straight-line depreciation 


revised 5,200 2,500 3,900 5,400 7,000 8,900 10,900 


13,100 15,400. 

Case 3. Asset revalued and straight-line depreciation 
revised accordingly —19,700 5,600 7,000 8,500 10,100 
12,000 14,000 16,200 18,600. 

Case 4. Asset revalued and depreciation based on 
planning assumptions revised accordingly —19,700 
8,000 8,800 9,700 10,600 11,800 13,000 14,300 15,800. 


35. The differences in pattern corresponding to 
the different assumptions speak for themselves. 
‘When no adjustment is made in year one to reflect 
the significant drop in expected returns (as in 
cases 1 and 2) the profit reported for the first year is 
materially larger than that for the next two years. In 
particular the accounts suggest that a substantial 
distribution would be justified in the first year. The 
first series also produces a sharp drop in profit in 
the final year, a drop that does not correspond with 
the business facts. The other two series both bring 
out the setback in year one clearly, and thenceforth 
give the correct trends, though only the fourth series, 
with depreciation calculated on the annuity basis, 
reports in a form that corresponds with the investment 
assumptions and shows a return on capital in accord- 
ance with those assumptions when the investment 
goes according to plan. Perhaps the most significant 
spoint is that in year one in particular none of the 
series can be interpreted without a statement about 
the future expected cash flows. 

36. It will be noted from the figures in Appendix II 
that over all the years the totals of the profits for the 
four cases are the same. This happens in this 
simplified example because we have assumed that 
no dividends are distributed (ie. that dividend 
behaviour is not affected by the accounts) and 
because we have taken the whole life of a single 
investment project. In real life the pattern of the 
profit reports may affect behaviour; moreover, 
business is a continuing process, and with different 
bases of profit calculation, reported profits may 
continue fo differ in total over a lengthening series 
of years as well as from year to year. 

37. I do not think that we can be very satisfied 
with principles that can produce such varying 
results, all of which are 'right'. It is sometimes said 
‘that such variations are not of great significance, for 
*they will all come out in the wash'. In alarge number of 
transactions, it may be said, the figures will tend to 
even out. I do not think that other professions 
would be prepared to accept such arguments: there 
is no evidence that such discrepancies do even out, 
and we are in fact ignorant about the effects on actual 
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company reports of varying bases of profit calculation, 


. both in the short and in the long period. 


38. I do not wish to suggest that a mere change in 
the depreciation conventions selected, or the more 
frequent reconsideration by directors of depreciation 
provisions (and other matters such as the stock 
valuation), would be enough to put financial account- 
ing statements as we now understand them on an 
entirely satisfactory footing. I think that the time is 
ripe for what is in some respects a more radical 
step, though one that need not cause a break in 
existing audit practice. For whatever conventions 
are used, however the acceptable accounting principles 
are amended, the traditional accounting forms of 
report ~ profit and loss account and balance sheet — 
must, I suspect, remain indifferent guides to action. 

39. The main line for improvement lies, I believe, 
in the provision of financial information inde- 
pendently of the formal accounts, unshackled by the 
legal requirements that attach to ‘them. It is for this 
reason that I think we should welcome and do our 
best to develop the important suggestion in paragraph 
334 of the Jenkins Report, that accounts may need to 
be accompanied by supplementary information in 
order to give shareholders the true and fair view 
required by the Companies Act. It is true that this 
statement related specifically to limitations of 
historical cost as a basis for asset valuation; but this 
public recognition that formal accounting statements 
may require supplementation if business needs are 
to be satisfied may prove to be the first step on a 
path leading to a major development in financial 
practice. Once this principle is accepted the way is 
open for a movement towards providing share- 
holders (and of course managements) with the 
fundamental data of financial decisions: estimates of 
the realizable -value locked up in their companies’ 
assets (needed to provide the basis for an assessment 
of the rate of return of dividends on the value of 
resources absorbed, and as an aid in the assessment 
of the company's current liquidity); forecasts of the 
future cash flows in the form, for example, of flow of 
funds budgets; and, we may hope, an interpretation 
of both by the management, more systematic and 
business-like, less amateurish, than what is too often 
found today in directors’ reports and chairmen's 
statements. 

40. In the following paragraphs I shall try to give 
you some idea of what I have in mind when I refer 
to estimates of realizable value and more systematic 
interpretation. I shall not say more about flow of 
funds budgets, for the concept is clear enough. 


V Supplementary Information in Annual Reports 


41. The take-over bid movement has taught us 
how important it is to tell shareholders what their . 
company’s assets are worth in the market. Saleable 
values of the less specialized kinds of assets — such as 
land and buildings — are an important factor in the 
liquidity position. of the company, affecting its 
ability to raise cash quickly by sale, by mortgage, or 
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sale and re-lease. When such assets form the major 
part of the undertaking's resources, the comparison 
of their realizable value (along with that of the other 
assets) with the flow of dividends produced and 
expected to be produced by the directors is a specially 
important part of the financial control If the 
dividends are significantly low in relation to the 
realizable value, the time may have come to change 
the nature or methods of the business — or the 
directors: this 1s the kind of situation that attracts the 
take-over bidder. 

42. It would, perhaps, be unduly expensive to 
have, for example, real property valued independ- 
ently every year. Perhaps once in five or even seven 
years would be enough. In the intervening period 
the directors could report the approximate values 
they were assuming to guide their own decisions. 

43. It is often argued, rightly, that the estimation 
of saleable value 1s difficult; and that wide margins 
of error are likely to arise. It would no doubt be 
right to warn shareholders that such valuations were 
no more than approximations. This is not, however, a 
reason for withholding such information as is avail- 
able. One should not be frightened of approximation. 

44. If the assets are specialized they may have a 
low saleable vàlue in relation to their value in the 
business for which they were designed (provided it is 
profitable). In this case the realization value has less 
significance. It can, however, be argued that share- 
holders — and creditors — should know what assets 
are not realizable by sale, or available for charge, 
except at figures substantially lower than the balance 
sheet valuation, and should have some idea, however 
approximate, of the order of magnitudes involved. 

45. The realizable values of assets are relevant in 
assessing potential liquidity, chargeable capacity, 
and the minimum return that should be earned. 
In the longer run, however, a business is not viable 
unless it can provide an adequate return on the finance 
needed to replace its assets. In interpreting the report, 
a financial analyst will wish, therefore, to relate 
dividends paid and expected to be paid to the net 
asset valuation on a replacement basis. The assess- 
ment of the latter figure raises difficulties, mainly 
arising from the fact that, in general, assets are not 
replaced in their existing form. As usual, therefore, 
. We have to accept an approximation. The simplest 
method is to take some estimate of the replacement 
value of existing assets. Perhaps the most direct way 
of obtaining an indication of this, for many assets, 
is to report their declared value for the purpose of 
fire insurance (a practice that I understand is being 
increasingly adopted in Holland). This is not wholly 
satisfactory, but precise figures are less important 
than figures which are reasonable indicators of the 
orders of magnitude involved. It is when the asset 
values are grossly out of line with business reality 
that balance sheets become seriously misleading. 

46. It is a poor argument to say that shareholders 
could be confused or misled by such figures. This 
is undoubtedly true; but the answer is to provide 
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reasoned explanations, in clear English, when 
necessary. 


47. It will be generally agreed that the gearing of 
the financial structure of a company is of significance 
in an assessment of the possible effects of illiquidity, 
and of the degree of risk attached to investment in 
its shares and debentures. Financial gearing is often ` 
understood merely in the sense of the relation 
between fixed interest and dividends and the equity 
share of profit. The amounts of fixed interest and 
dividends are, of course, disclosed under the existing 
legal requirements. Bank overdrafts, and short-term 
loans, may also contribute to the gearing, however, 
and interest paid on these is not usually disclosed. 
The balance sheet may show that such loans 
exist: it certainly will not tell us what level they 
may have reached during the year. There seems 
a good case for the disclosure of all interest paid, 
and not only that on longer term liabilities. 


48. A more subtle kind of gearing may exist in the ` 
form of long-term contracts for the payment of 
lease rentals, royalties, and so on. Such contracts are 
obligations that must be honoured whatever the 
state of business; they have corresponding signifi- 
cance for liquidity and risk. I would argue that the 
shareholders should know of their existence and of 
the amounts involved when these are material. 


49. Àn important factor in the assessment of a 
company's financial stability is the extent to which 
it may be called upon at short notice to repay existing 
finance, and the extent to which it has call on further 
finance. The balance sheet in its present form may 
give some indication of the first, though only as at a 
given moment of time. It does not on the other hand 
tell the reader the amount, for example, of agreed 
overdraft facilities that are available. A summary^ 
of any special financial commitments likely to arise 
during the ensuing year, and of new finance arranged, 
would be a helpful addition to the present form of 
report. Boards or their chairmen do in fact tend to 
give general information on such matters in their 
reports or speeches. It would be better, however, 
to give a summary of the main financing changes 
expected in the year to come, in the form of a state- 
ment of the anticipated receipts and payments. 


5o. If, as I have suggested, the profit figure 
reported for a given year, or even for each of a series 
of years, is in itself an uncertain indicator of the 
business prospects of the company, and if the most 
direct solution — the provision of a forecast in some 
detail of future cash flows — is ruled out, it becomes 
particularly important that the directors should 
draw the attention of shareholders to situations in - 
which they think that recent profit reports are- 
particularly poor indicators of the future. It is not 
possible to provide an exhaustive list of the situations 
in which such a statement might be appropriate, 
but the following are examples: 


(oi Permanent changes in sales market conditions. 
(b) Loss of important contracts. 


August 31st, 1963 


APPENDIX II 


























= > ` 
Son dä? 
mea 9.9 000000000 
a H A aS 0900000000 
SEKR RE D eg, 
4259 OO MOM AAO A 
RP Og 
e000000000 
M 9000006006000 
o E OO MOD Q (00 c 
oi Ces 06 CRO M Géi wé AE H 
Q e 
rei 2000000000 
Ü oo0oóó000ó000 
o DOO OH OO NO (m 
= d ANNO O qd «0200 ei 
o ba ra bi bd bb D 
3 | 
$ 
7 ot oooooooooo 
© oo0000000005$& 
a NMATIAAKM Fo 
y V) ronn OMNA 
Q bal bd bd D 
D ooooooooooQo 
o 000c00000060606 
a MO CMH OOK 4 
Ge O ron OO ON FO a 
b ` Fé Se I~ 
+ ooo0o0o000000 
o óo0o0ooóo0000 
di QS 100 IN AO CNG O 
d DW INOW nN AAO O 
Q e "0 
Kë 
en oooooooooo 
o óoooóo0o00000 
e o oo0o0cooQcooQcQQoOQ 
O a WO 00 00 00 00 00 ot 60 00 O 
u e ei Ó 
a : m 
o 
bäi e 
t 
Ge ei oooooooooo 
© 6600000600606 
a a RM He o NO 
d MO HER O 
OQ bd rd bd bi MÀ bd ba ba HM O 
Le 
" oooooooóoooo 
00060000 
2| 6999999099 
5 Ooocoocoo0oooc 
E ti rä RA Fé bé o ré N OG 
iB 
Y 
5 oo0oo0o000000 
"SS 900000090989 
o9 MO 0 0-0 O SO | 
Wo Gei Low OO O oi Va 
"A EE 
ki 
CG 
Oe & 
mos 
gegen! 888888888 
1 OO 
ETA RR AS 
gU So 
bei 
M95 
Së oi E 
CG S oooooooooon 
acd dd 6060602060 
SBUL| 990909999000 
0 PG vg gaange 
ans bad M bb MÀ FAMEM 
o S ki 


1 The total capital invested at the end of each 


less the depreciation for the year, 


Year 


Ess i 


"d 


MON (Co wm Fam OS 


. THE 
ACCOUNTANT 


f the preceding year, 


to date, in each instance using Case 4. figures. 


ginning o 
ng-off) the net profit for Case 4 is, from years 2 to 9, equivalent to 10 per cent on the total cap 


a 


ion 


the balance sheet valuation of the asset at the be 


planning assumptions is 
d profit to date, plus accumulated depreciat 


year on the 
ine 


plus the total of reta 


ital 


It will be noticed that (subject to minor differences due to roundi 


ted at the end of the previous year. 


inves 


257 


(c) Important technological changes, bringing 
present equipment significantly nearer to 
obsolescence. 


(d) Situations in which continued and significant 
additional expenditure on research, develop- 
ment or advertising are likely to be needed to 
maintain present sales figures or to prevent 
expenses from rising. 


- (e) The extent of additional finance that will 
probably be needed to maintain the existing 
volume of output as prices rise, presented each 
year as a supplement to the expenses shown 
(unless depreciation and cost of sales in the 
legal accounts already reflect this). 


It is true that directors’ reports and chairmen’s 
statements often touch on such matters. But the 
comments are usually general and non-quantitative, 
and are often vague. Unless such statements are 
accompanied, year by year, by estimates in the form 
of the change in the annual cash flow expected to 
result, or the increase in finance needed, they are 
of unnecessarily limited value. Of course, such 
estimates cannot be precise, but they can indicate 
orders of magnitude. 

51. In the absence of cash forecasts, it may be 
difficult or impossible to judge how successive years’ 


profits are affected by the arbitrary apportionments 


of a cost or revenue to one year rather than another. 
The following are examples: 


(a) The effect of a fall in price of raw material 
stocks below cost may vary considerably as 
between one year and the next, depending 
upon whether stock is valued at replacement 
cost or at net realization value. 

(6) Methods of reporting the profit on hire- 
purchase business vary, and can influence 
significantly the relation of one year's profit 
to that of succeeding years. 


(c) A policy of writing off the cost of heavy 
production re-tooling in a given year can alter 
the pattern of reported profit significantly as 
compared with depreciating the cost over several 
years. 


Some help is given to the reader of accounts if the 
method used in each case is explained, though. one 
cannot assume that this will always be the case at 
present. The reader is not, however, able to judge 
the full significance of what is happening unless he 
is told the order of magnitude of the amounts 
involved. There seems no good reason why directors 
should not analyse profit in substantially more 
detail in order to bring out the full significance of the 


figures in such situations. They would expect this 


in management accounts prepared for them: why 
should not the shareholder be told too? 

52. You may well feel after reading the previous 
paragraphs that I am inconsistent in asking for 
simplicity in presentation. However, there is, I 
think, no inconsistency, for I would not have these 
detailed explanations or analyses in the body of the 
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accounting report. They could, I think, well be 
relegated to a separate board pamphlet that would 
not necessarily be sent to all shareholders: it .could 
be restricted to those who asked for it. By using this 
device the accounts themselves could be considerably 
simplified. The major aim in this process of simpli- 
fication should be, I think, to make the logical pattern 
of the account clearer to the intelligent layman by 
avoiding unnecessary jargon (some may be unavoid- 
able) and adopting a simple narrative form of account. 
In particular one may hope that the present non- 
sensical division of free reserves into numerous 
sub-headings would be abandoned. In general it 
should, I suggest, be accepted that the choice of 
appropriate ‘technical names for particular items, 
though of some relevance in achieving standard- 
ization of terms, is not a substitute for description in 
good, clear English. 

53. T wo arguments that have been repeatedly put 
forward for more than one hundred years when pleas 
have.been made for more information in accounts 
are: 

(1) That competitors will learn too much, to the 
damage of the business that provides the 
information. 

(2) That shareholders will be misled by the 

. additional information they are given. 


Both arguments are in my opinion of doubtful 
validity. As to the first, the disclosure works for 
everyone: If A. sees what B. is doing, B. also sees 
what A. is doing; and it is by no means obvious that 
it is against the public interest to make businesses 
aware what their neighbours are doing. The second 
argument has in my view even less to commend it. 
Non-expert shareholders can always read the 
financial Press or call on expert advice; and the 
deliberate withholding of knowledge is inconsistent 
with the basic principles of a free society. 

54. Another argument that might be used is that 
some of the information I have described is not avail- 
able to all directors. The answer to this is simple. If 
they have not the information, they are lacking in 
data they should possess in order to make their own 
management decisions. It would be as well that 
shareholders should know this. 

5. On the other hand, it may reasonably be 
doubted whether the supplementary information I 
have mentioned could all be subject to audit. Some 
of it certainly could — for example the more detailed 
analysis of profit earned on. hire-purchase trans- 
actions — but it. would be more difficult to audit 
effectively directors’ estimates of the longer term 
effect of particular changes in business conditions. 
I see, however, no great difficulty in separating 
audited from non-audited figures: this is already 
' achieved in prospectuses. It would not be easy to 


legislate for all these matters; but I do not see why 


they should not gradually become an accepted 
feature of good company reporting. 

56. Finally it may be said that much of the 
information I have mentioned is of a very rough and 
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approximate nature, tainted by uncertainty. There is 
no doubt that this is the case, But in this it differs 
in no way from the data on which nearly all huma 
decisions are made. We have to accept the best 
information we can get, poor though it may be. It 
may indeed be said that one of the accountant’s 
most useful functions is to find satisfactory methods — 
principles if you like — for the EE represen- 
tation of business reality. 
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Weekly Notes 


COST ACCOUNTANTS’ EXAMINATIONS ` 
TOTAL of 8,042 candidates from the United 


Kingdom and overseas sat for the June examina- - 
tions of The Institute of Cost and Works Accountants 
and 2,752 were successful. 

Of the 586 candidates for the Management 
Accountancy examination, eighty-seven passed, the 
Lewton Coronation Prize for the best paper by an 
Associate of the Institute being won by Mr DE: 
Murphy, A.C.W.A., of Orpington, Kent. The Beyer 
Peacock Prize for the best paper by a non-Asscciate 
was won by Mr J. M. Barrie, A.C.A., of Purley, 
Surrey. 

There were 2,506 sitting for one or both parts of 
the Final examination of whom g14 were successful. 
The First Place and S. Laurence Gill Prize was won 
by Mr R. M. Imrie, of Dundee; the Leverhulme 
Prize for Advanced Cost Accountancy by Mr R. B. C. 
Smith, of Cockermouth, and the Donald L. Moran 
Prize for Management Ge and Distribution) by 
Mr W. Asare-Darko, of London. 

In the Intermediate examination there were 4,752 
candidates for one or both parts of the examination 
and 1,686 passed. The First Place and George Russell 
Memorial Prize were won by Mr G. N. Ward, of 
Sheffield. 

There were 198 candidates in the Pena 
examination and 31 passed. 

A summary of the results, together with the names 
of the candidates who were successful in the Manage- 
ment Accountancy examination and those who 
successfully completed the Final, appears elsewhere 
in this issue. 
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: ANTICIPATED RISE IN CAPITAL 
DHE diy în t BY PRIVATE INDUSTRY 


HE delay in the recovery of capital expenditure 

by private industry has been one of the main 
uncertainties: clouding the economic future. It is, 
therefore, encouraging that according to the Board 
of Trade Journal those companies who contribute 
to the Board of Trade’s regular inquiries into fixed 
capital expenditure expect a rise in such expenditure 
in 1964. Estimates based on forecasts of capital 
expenditure supplied during June and July suggest 
that the level of expenditure by the manufacturing, 
distributive and service industries will be about 
5 per cent lower in 1963 than in 1962 but that in 
1964 it may be nearly 5 per cent higher than in 
1963. The forecasts for 1964 are, of course, tentative. 
They represent what managements expect, assuming 
a continuance of present trends, but may, of course, be 
upset by particular factors affecting individual 
industries and companies or by a more general 
change in the economic climate. 

The forecast for 1963 should, however, prove 
reasonably accurate. This now envisages a fall of 
ro per cent in expenditure by manufacturing 
industry, an improvement on the 14 per cent based 
on forecasts made at the end of 1962; in the dis- 
tributive and service industries the fall in capital 
expenditure between 1962 and 1963 is expected to be 
only about 2 per cent, again an improvement on the 
previous estimate of 6 per cent. It is the distributive 
and service industries which are expected to provide 
the greater part of the improvement in 1964, 
expenditure by manufacturing industry remaining 
much the same as in 1963. However, in the manu- 
facturing industry, the metal manufacturing group, 
primarily iron and steel, is expected to show a fall 
in expenditure in 1964 and all other manufacturing 
industries together a rise of about 5 per cent. 


CONTROLLING. INDUSTRIAL INVESTMENT 


EFORE the Second World War attempts were 
made to persuade industry to use the timing of 
capital expenditure as a means of limiting the extreme 
fluctuations in the economy. Industrialists were urged 
to increase capital expenditure in slump years and 
reduce it in boom years. Since, for the most part, this 
was opposed to their natural inclination to expand 
capacity when demand was rising most strongly, little 
success was achieved. Since the Second World: War 
it has been possible to shorten the business cycle 
and to reduce the worst fluctuations of boom and 
slump. There has therefore been a tendency to rely 
on control of consumer expenditure as the main 
regulator of the economy and to consider that control 
of investment was an insufficiently sensitive method 
of bringing about the required adjustments. 
Nevertheless it is understood that the office of the 
National Economic. Development Council is now 
studying methods of levelling out industrial invest- 
ment with the object of bringing about a more steady 


ACCOUNTANT. 


259 


growth rate and of avoiding the periods of stagnation 
which have been a feature of the economic scene 
during the last few years. It might for example, be 
possible to set up a Government controlled fund into 
which industry would pay in boom years, withdrawing 
funds for investment in new plant when a period of 
recession or of stagnation seemed about to begin. The 
success of any such scheme would depend on the 
availability to the Government of adequate and 
reliable economic information and on general indus- 
trial confidence that long-term industrial expansion 
was assured and that recessions would continue to be 
of relatively short duration. 


IRELAND'S SECOND ECONOMIC 
PROGRAMME 


RELAND’S Second Economic Programme which 

was launched last week proposes an industrial 
growth rate of 7 per cent per annum over the period 
1964 to 1970, to be achieved by means of a 3 per cent 
increase in employment and a rise of almost 4 per cent 
in productivity. Under the programme special atten- 
tion is being paid to expansion in the industrial sector, 
the overall rate of expansion of the economy as a whole 
being set at 4'4 per cent per annum. The first 
programme covering the period 1958 to 1963 gave 
priority to expansion of agriculture. 

It is hoped that the second programme will reduce 
unemployment by about 200,000 to 33 per cent of the 
number registered for employment and that emigra- 
tion will fall to about 10,000 a year. As a result 
industrial production will approximately have doubled 
in the ten years 1960 to 1970 and employment in 
industry have increased by about one-third. 

If these goals are achieved living standards will be 
raised by about 25 per cent over the period 1964 to 
1970. In spite of the reduced emphasis on agriculture, 
it is hoped to achieve an even greater increase in 


productivity, 4-6 per cent per annum, in this sector 


than in industry. Employment in agriculture will, 
however, continue to fall by about 1-8 per cent per 
annum giving a growth rate for agricultural produc- 
tion of only 2-7 per cent per annum. As a result of the 
fall in agricultural employment industry will by 1970 
provide more employment than agriculture. 


OPPORTUNITIES IN THE DEVELOPMENT 
DISTRICTS 


HILE the economy as a whole now appears set 

for a substantial recovery from the stagnation 
of the last two years, additional efforts will be required 
to provide employment in the development districts, 
in spite of the more hopeful news now coming from 
the shipbuilding industry. As part of a programme to 
make known more widely to industrialists the advan- 
tage of establishing projects in these districts the 
Board of Trade and Central Office of Information 
have issued a new brochure Room to Expand. 


260 


The brochure describes the advantages to indus- 
trialists of setting up factories in the development 
districts or in Northern Ireland. Besides covering the 
financial and other assistance available, the publica- 
tion describes with maps and photographs the main 
features of the various districts, including the labour 
situation, housing, communications, services and 
amenities. It will be supplemented within the next 
few weeks by a new edition of the Board of Trade’s 
booklet Expanding Industry, which will describe in 
more detail the various forms of assistance under the 
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Local Employment Act of 1960 and the additional 
benefits under the 1963 Act. 

Since the additional benefits announced in th 
Budget Debate over six hundred applications have 
been received for various forms of assistance and , 
several companies have announced plans to set up 
major projects in these areas. In Scotland they include 
Pasolds Ltd at Coatbridge, Trane Ltd at Donibristle 
and Sandusky Ltd at Glenrothes, and in North-east 
England, Wilkinson Sword (Acton) Ltd at Cramling- 
ton New Town and Chrysler Cummins Ltd at 
Darlington. 





This is My Life... 
by Àn Industrious Accountant 
CHAPTER 187 


HE report of a company chairman's recent re- 

tirement, reminded me of the time when I knew 
him well, some twenty-odd years ago. Masterly inac- 
tivity was his policy in executive life; he let the 
others make the mistakes. 

One of our mammoth industrial concerns had 
established a subsidiary factory as an independent 
company in a small country town. The board included 
two tough and active representatives of the said 
mammoth as joint managing directors, plus four 
worthy local business men torepresent the community. 
Among these latter was my courtly old friend who in 


compliment to his prestige acted as chairman; I was: 


secretary pro tem on behalf of our firm of auditors. 
Although the factory was substantial in manning, 
turnover and status, its functions were curiously 
limited, as sometimes is the case with such subsid- 
iaries, Output and marketing policy were dictated 
by the mammoth down to the last pound of produc- 
tion; raw material supplies were bought for us through 
a centralized purchasing agency whose organization 
was known to us only superficially; we were a small 
cog in a big wheel. Our local directors were little more 
than puppets. True, at accountancy level there were 
ample problems, but that was only to be expected. 
Came the war; came also shortages and restrictions 
and quotas. The harassed mammoth allocated to us 
what crumbs it could spare from its own meagre 
table; the joint managing directors worked frenziedly 
to keep us ticking over. Their visits were infrequent, 
but by telephone and letter we kept in touch. In the 
circumstances our board meetings were rubber 
stamp affairs. At least, they were until one of our local 
directors rebelled. Half-distracted by his own 
financial problems, he came fuming to a meeting and 


nearly caused a riot. He inveighed against everything 
from blackouts to coupons. He blamed the mammoth - 
for neglect, for scanty information, for treating the 
townsfolk like outsiders, for jeopardizing local capital 
and interests, and so on ad nauseam. 'lhe other two 
directors fired up and supported him. Only old 
Courtly, in the chair, opposed them mildly. 'Easy 
now, gentlemen, easy,' ran his plea. 

The rebels carried the day. They proposed a vote 
of censure on the joint managing directors and 
dictated it to me verbatim. The chairman acquiesced, 
I wrote as per instructions. I could sense the under- 
currents but not their full extent. 

In those days our minutes were handwritten in the 
secretive style of the time. There was no question 
then of circulating typed drafts to the directors for 
prior review. But, of course, there was always the 
telephone; I’m sure it was busy that night. 

On the morning of the following board meeting ` 
the joint managing directors arrived early. They 
spoke quietly, but their brows lowered ominously; 
they looked like two bull tuskers about to charge. 
You could have heard a pin drop. The meeting was 
short. I read the minutes, which were rejected. The 
offending item was struck out as being inaccurate. 
Courtly commented casually that the secretary had 
obviously misinterpreted the feelings expressed; the 
other ‘locals’ agreed hastily. In passing, it may be 
mentioned, the rebel was absent - due to indis- 
position, it was understood. 

For the honour of the profession I said carefully 
that I had recorded my minute verbatim, but no one 
seemed to hear the remark. Then the chairman, 
under the watchful eyes of the two visitors, proposed: 
a most eulogistic tribute to them for their zeal, drive, 
dynamic inspiration, leadership, etc ` it was passed | 
with acclamation. The tuskers accepted it graciously, 
with a reference to misunderstandings and mis- 
interpretations, and it was all over. Courtly winked 
at me as we rose, and I realized the merit of his 
Fabian strategy of avoiding battle. 

He was still chairman when some time later the 
board was drastically reconstituted. 
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Finance and 
Commerce 


A.T.V. 


HE accounts of Associated Television Ltd for- 


the eleven months to March 31st, 1963, are the 
subject of this week's reprint. The important effect 
which the change of date by one month has had on 
the accounts is to free an amount of {1,546,000 
from taxation provision. The amount is brought 
in at the end of the profit and loss account against 
the narrative: 'Amount set aside for taxation at 
April 3oth, 1962, now released’. 

In deciding the change to year-end date from 
April 3oth to March 31st, says Sir Robert Renwick, 
the chairman, the board recognized that this would 
inevitably mean the exclusion of the profit derived 
from one of the more remunerative months in the 
calendar. Had April trading results been included, the 
profit figures, he says, would have been substantially 
higher. By how much, he does not disclose. But even 
with this addition ‘a decline in profits would never- 
theless have been revealed’. 

The decline is due to a variety of causes — a drop 
of approximately 5 per cent in advertising revenue; 
losses by certain subsidiaries (as expected) in the 
early stages of their development, and agreed 
increased rates for artists and musicians. 


Distortion 


A good part of Sir Robert's statement with the 
accounts is given to the Report of the Pilkington 
Committee and to the taxation of commercial 
television operators. He refers to the Postmaster- 
General's decision last April to substitute for the 
proposed tax on commercial television profits a levy 
on turnover. The levy, he says, is ‘thoroughly 
ull conceived’ and ‘entirely misapplied’. 

Sir Robert says the purpose of a turnover tax, 
as it is usually called, is to extract money for the 
Exchequer at the various stages where profit has 
accrued in a developing economic process — say 
between the suppliers of raw materials, the manu- 
facturers, the wholesalers, and the retailers. To 
attempt to apply it to an industry such as Independent 
Television which has only one operation — the earning 
of money from advertisements to enable it to put out 
a free service to the public — is clearly a distortion of 
the taxation principle, he says. 

To accountants for whom taxation, especially other 
people's, is their life, the sound of ‘distortion’ may 
strike a rather cynical note. How often have they 
found tax being applied in a manner different from 
the purpose intended in the first place! 
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Vital Point 

R J. CHARLES SINGLETON, chairman of 

Singleton & Cole Ltd, touches a point that is vital 
in keeping financial health in a business. Net profit 
before tax for fifty-two weeks to February 2nd, 
1963, is down from £145,586 (for fifty-three weeks) 
to £84,064. The overall business, he says, was 
satisfactory, all branches showing an increased 
turnover — but only four could produce an increased 
profit. 

There was, of course, as he points out, one week 
less in the trading period. But there was increased 
provision for bad debts, an increase in the cost of 
bank accommodation, plus the ‘usual ever-ascending 
rise in the cost of every category of operating 
expenses’. 

And then comes one of the important points in 
business administration: ‘Starting in February of 
this year’, says Mr Singleton, ‘we initiated a new and 
even more vigorous drive on the collection of debts 
and in this, considerable success has been achieved. 
This factor in turn should reduce the cost of 
banking accommodation and reduce the necessity 
for such large provisions for bad debts in the current 
and future years.’ 


Bonus 


Singleton & Cole, with its headquarters in Birmingham, 
is one of the big wholesalers to the tobacco and con- 
fectionery trades. Stocks in the consolidated balance 
sheet at February 2nd amounted to £828,830 against 
£800,112, and debtors and prepayments, less 


Associated Television Limited and Subsidiary Compantes 


Nates on the Accounts 





| There has been charged in the Consolidated Profit and Loss Account 
an amount of £84,286 (Year ended 30th April 1962, £147,608), representing 
payments made to certain companies as consideration for their furnishing 
to companies within the Group the services of two of the Directors of the 
Parent Company, who themselves received no remuneration from any 
companies within the Group. 


2 The taxation release arises from the change of accounting date to 3lst 
March 1963. 


3 No provision has been made in the Accounts for depreciation of 
freehold land and buildings. 


4 The Accounts of all Companies within the Group are made up to 3lst 
March, with the exception of the Accounts of two Subsidiary Companies 
which are made up to 30th April and 30th June respectively and the 
Directors have deemed it in the Group's best interests not to change these 
dates. The combined net profit of these cwo Companies attributable to 
ATV, calculated on a time basis from respectively Ist May 1962 and the 
date of acquisition, 20th December 1962, to 3!st March 1963, amounted to 
approximately £88,000. 


5 Assets and Liabilities in foreign currencies have been converted into 
sterling at the rates ruling at 3i st March 1963, with the exception of certain 
trade investments which have been converted at the rates ruling at the date 
of acquisition. 


6 At 3lst March 1963 the Group had outstanding contracts for capital 

expenditure totalling approximately £610,000 (30th April 1962, £650,000), 

for which no provision has been made in these Accounts. Of this amount 

Ce (30th April 1962, £200,000) was attributable to the Parent 
ompany. 


7 At 3ist March 1963 the Group had contingent liabilities of approxi- 
mately £240,000 (30th April 1962, £368,000) including guarantees of bank 
overdrafts and uncalled capital on a Trade Investment. Of this amount 
£140,000 (30th April 1962, £268,000) was attributable to the Parent 
Company. The Parent Company had in addition contingent liabilities in 
respect of guarantees of liabilities of a Subsidiary Company of approximately 
£160,000 (30th April 1962, £632,000). 
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30th April 
ISSUED CAPITAL OF ASSOCIATED TELEVISION LIMITED 4,650,000 4,550,000 
REVENUE RESERVES 
Unappropriated Profit: 
Parent Company 3,906,486 2,424,909 
Subsidiary Companies 562,987 313,281 
. 4,469,473 2,738,190 
9,119,473 7,398,190 
FUTURE INCOME TAX 1963/64 1,230,432 1,846,450 
INTERESTS OF OUTSIDE SHAREH OLDERS 40,750 52,288 
CURRENT LIABILITIES 
Creditors and Accrued Charges 2,453,955 
Advances from Bankers 3,018,618 
Current Taxation 1,362,700 
Proposed Final Dividend less Income Tax 605,227 
7,440,500 
£17,831,155 £17,543,598 
ASSOCIATED TELEVISION LIMITED & SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the | | months to 31st March 1963 
Year to 
30th Abril 
e t a 
PROFIT BEFORE TAXATION 3,405,714 5,038,204 
After charging all expenses and including the items set out below: 
: Year to 
30th April 
1962 
£ £ 
Income from Trada Investments 178,084 134,567 7 
Directors’ Remuneration: 
Fees (including £833 in respect of 1962) 11,910 12,000 
Other Emoluments (Note f} 23,969 19,105 
35,879 31,105 
Depreciation 442,014 439,986 
Auditors’ Remuneration 8,410 14,716 
TAXATION based on the Profit for the Period: 
Profits Tax 469,000 758,708 
Income Tax 1,073,029 1,872,844 
Overseas Tax 13,976 . 27,283 
1,556,005 2,658,935 
PROFIT AFTER TAXATION 1,849,709 2,379,269 ^7 
Add: : ` 
Loss attributable to Outside Shareholders in Subsidiary Companies ` 10,426 8,615 
PROFIT ATTRIBUTABLE TO ATV i £1,860,135 £2,387,834 


reel FERAE 


The notes on page [261] are to he read as part of this account. 
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30th Aprit 
1962 
£ É £- 
~ FIXED ASSETS S Cost Depreciation 
Land and Buildings 4,513,294 262,456 4,250,838 4,034,927 
Plant, Equipment and Motor Vehicles 2,608,452 1,693,794 914,658 1,017,318 
£7,121,746 £1,956,250 5,165,496 5,052,245 
TRADE INVESTMENTS 
Shares at cost or valuatio 
Quoted (Market Value £2, 833, 143—1962 £3,027,613) 1,763,340 
Unquoted 40,849 
2,504,189 
Debentures and Loan Stock at cost 109, 
Loans and Current Accounts 522, 
3,135,863 3,088,482 
CURRENT ASSETS 
Film Rights, Licences and Scripts, at cost less sales and amounts written off 3,975,581 3,796,123 
Sundry Stocks 199,368 
Debtors and Payments in Advance 3,858,706 
--Bank Balances, Deposits and Cash in Hand 524,901 
8,558,556 
GOODWILL arising on consolidation 1,971.240 1,862,392 
Deduct: Investment Reserve 1,000,000 500,000 
971,240 1,362,392 
£17,831, ]55 £17,543,598 
ASSOCIATED TELEVISION LIMITED 
Appropriation Account 
, Year to 
" 30th April 
1962 
: £ £ £ 
PROFIT ATTRIBUTABLE TO ATV 1,860,135 2,387,884 
Deduct: 
Amount retained in Subsidary Companies 249,706 113,708 
1,610,429 2,274,176 
Add: 
Amount set aside for Taxation at 30th April 1962, now released (Note 2) 1,546,000 = 
Unappropriated Profit brought forward from previous period 2,424,909 1,859,608 
BALANCE BEFORE APPROPRIATIONS 5,581,338 4,133,784 
Deduct: 
Transfer to Investment Reserve 500,000 
Dividends less income Tax: 
Interim 569,625 
Proposed Final 605,227 
f 1,674,852 1,708,875 
£3,906,486 £2,424,909 


UNAPPROPRIATED PROFIT CARRIED FORWARD BY ATV 


The notes on page [261] are to be read as part of this account. 
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provision for doubtful debts, totalled £1,501,733 
against £1,493,820. One can well appreciate, there- 
fore, what scope there could be for the vigorous drive 
on the collection of debts to which the chairman 
refers. Two years ago, the debtors’ total was 
£1,450,889. 

Mr Singleton also draws attention to an unusual 
item of £11,590 in the profit and loss account. This, 
he says, comes about by a change in the system of 
distribution of bonus payments adopted by the 
Imperial Tobacco Company whereby, from November 
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Ist, 1962, Imperial Tobacco commenced deducting 
the appropriate amount of bonus from each invoi 
instead of paying lump sums in cash by. two half 
yearly instalments in arrears. 
This means, he says, that for a period of twelve 
months, the company will be in receipt of what, in 
effect, amounts to a ‘double’ bonus. The bonus is an 
integral part of the company's profits but the board 
considers it correct procedure to show it as a separate 
item, both in these accounts and in the accounts of 


1963-64. 


CITY NOTES 


ATHER like a long-distance runner making 
tactical bursts to head the field, the equity mar- 
kets have jumped to a ‘two-year high’, in terms of 
The Financial Times industrial share index, but have 
since found their own pace a little too hot to hold. 
It still looks as though small buying, rather than 
institutional support, is at the back of the rise, coupled 
with an acute shortage of stock at current price levels. 
Small support is based mainly on encouraging 
industrial profit and dividend statements, on the 
signs of broader economic recovery and on the 
assumption that a General Election in the autumn is 
out of the question. The institutions, however, 


continue to move out of lower yielding equities into ` 


higher yielding secondary shares on a better income 
basis. In the same way there is a considerable volume 
of gilt-edged switching. 


* Ko Kä * 


NCREASINGLY the computer is taking over the 
hard grafting clerical work in company administra- 
tion. The wider use of computers in preparation of 
dividend warrants and tax certificates is developing 


and it is understood that the Midland Bank may soon 
be taking a definite lead in that direction. 

Meanwhile, in the Unit Trust field, C-E-I-R . 
(U.K.) have been invited by National Cash Register, i 
on behalf of the Julian Hodge Group of Cardiff, to 
produce a computer programme designed to prepare 
distribution warrants and tax certificates for the 
Hodge Group's Welsh Dragon Unit Trust. 


* * Kä * 


HE decision of the Ford Motor Co to set up its 

own hire-purchase finance subsidiary - Ford 
Motor Credit Co — has naturally caused a flurry in 
the hire-purchase finance world. Reaction so far has 
been guarded but clearly, with Ford finances behind 
it, the new company, when it is fully operational next 
year, is likely to prove a tough competitor particulerly 
for those finance companies which now have Ford 
Main Dealers on their books. 

Only Rootes of the big groups has a straightforward - 
hire-purchase finance link but even in this case a ^ 
controlling interest in the hire-purchase end- 
Rootes Acceptances — was sold to Astley Industrial 
'Trust late in 1959. 


RATES AND PRICES 


Closing prices, Wednesday, August 28th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 2195 


Bank Rate 
Dec. 8, 1960 595, Mar. 8, 1962 54% 
July 26, 1961 79, Mar. 22, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 43% 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Treasury Bills 
June21 £3 14s 184d% July26 £3 15s 2°64d% 
June 28 £3 14s os0d% Aug. 2 £3 158 2:26d% 
Julys £3 15s 3:21d% Aug o £43 138 509d% 
Julyiz2 £3 15s 666d% Aug. 16 £3 135 9°73d% 
July 19 £5 15s 484d% Aug. 23 £3 14s œbod% 
Money Rates 
Day to day 243-389, Bank Bills 
o days 21-319, 2 months 31-3176 
Fine Trade Bills is 4 me 38352 
3 months 5$—5$95 . 4 mont | 3436038 Ae 
4 months 5-54% 6 months 34-318 % 


6 months s46% 


Foreign Exchanges 
New York 27791 Frankfurt II'I4 
Montreal 3:03 Milan 1738 
Amsterdam IO'10i Oslo 20°024 
Brussels 139°64 Paris 13'718 
Copenhagen 19:321 Zürich 12:08 

Gilt-edged 

Consols 495 71$ Funding 3% 21999 92% i 
Consols 24% 46} Savings 3%, 6 0—70 894r ~ A 
Conversion 6% 1972 1071; Savings 396 65—75 83 4 ~ 
Conv'sion 5194 1974 103% Savings 24% 64-67 92$ 


Conversion 5% 1971 1o1£$ 'Tre'ry 54% 2008-12 100% 


Conversion 34% 1969 93% Treasury 5% 86-89 97% 
Conversion 34% 634yxd Treasury 34% 77-80 83: 
Funding 54% 82-84 103% Treasury 34% 79-81 82% 
Funding 4% 60-90 964 Treasury 28% 45ixd 

Funding 32% 99-04 721 Won d. 496 9718 
Funding 3% 66-68 923 War Loan 33% 644: 
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My factory wages are not paid on time. 


| must find an efficient credit transfer Sen for 


‘payment of monthly salaries. 

Our statements always go out late. 

. We have serious delays in the payment of purchase 
invoices. 

My Accounts Department is working too much 
overtime in correcting transcription errors. 

Too much time and money is wasted In signing 
numerous cheques. e 

Analysis of sales of our hundreds of different lines 
by regions and sales outlets is almost impossible. 
Our factory is constantly in trouble with complaints 
about overdue deliveries. 

Our filing department is increasing in size but not 
in efficiency. 

Our subsidiary company urgently requires a good 
Cost Control System. 

We think that we have capital idle due to over- 
_ stocking and dead lines. 


You would be amazed to know the number 
and scale of problems Anson have helped to 
solve for all kinds of organizations, from the 
one-man business to major concerns in 
British Industry. The same opportunity is 
available to you, without obligation. 


Find out today what Anson 'know-how' can 
mean to you by posting the coupon below. 


e 
T ANSON | 





Please let me have further detalis of Anson Systems. 


Nama: Sesleri uc dioe dates „ AJAUG 


Please attach to your letterheading and return to: 
GEORGE ANSON & CO LTD 


Solway House, Southwark Street, London SEI 
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Lombard Holdings is an invest- 
ment holding company interested 
in acquiring Shareholdings, 
minority or otherwise, in sub- 
stantial private and public com- 
panies where the present manage- 
ment wishes to remain in day-to- 
day control of the business. 
Alternatively Lombard Holdings 
will consider subscribing for addi- 
tional capital to meet the problem 
of the growth of a business beyond 
the ability of the present share- 
holders to pene the necessary 
capital. 
Our facilities will interest share- 
holders who may wish to realise 
part of their capital; those wishing 
to make provision for death 
duties, and directors of well- 
managed companies seeking addi- 
tional sources of permanent 
capital. 

Enquiries to R. H. Elworthy, C.A. 


LOMBARD 





HOLDINGS 


LIMITED 


" Lombard House, Curzon Street, 
Park Lane, London, W.1. 
GROsvenor 4111 (30 lines) 
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the most comprehensive credit service 
that has ever been available from this 
country, write to Dept. AC, The Diners' 
Club of Great Britain, 865 Euston 
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Current Law 


Liability of Indorser of Bills of Exchange 


HE defendant in Yeoman Credit Lid v. Gregory 
([1963] 1 All E.R. 245) was sued as indorser of 
bills of exchange drawn by the plaintiff company pay- 
able ‘to our order’ and accepted by E.C. Ltd. The in- 
tention of the indorsements was to make the defendant 
| liable as a guarantor in the event! of default by E.C. 
Ltd. Subsequently the plaintiff added below the de- 
fendant’s indorsement in each case a restrictive in- 
dorsement under section 35 of the Bills of Exchange 
, Act, 1882, requiring payment to a bank for collection. 
ki was argued for the defendant that 1f he had received 
the bills restrictively indorsed in the first place he 
would not, as the indorsements were not addressed to 
him, have been able to do anything with them. Hence 
the bills were not complete and regular on the face of 
them so as to make the holder a holder in due course 
within section 29 (1) and able to rely on section 56 
against the defendant as indorser. 
`` Megaw, J., held, however, that it was permissible 
under section 20, having regard to the intention 
of the parties — which was that if E.C. Ltd defaulted 
the plaintiff should be able to recover from the 
, defendant — in the case of each bill to treat the 
| plaintiff's indorsement as though it had been made, 
| first, as an indorsement in blank, and second, after 
' return to the defendant for indorsement by him, as a 
restrictive indorsement for collection; that is to say, 
just as though the indorsement had been written on 
in blank at one moment of time and at a subsequent 
moment of time there had been written above, as 
the holder was plainly éntitled to do, a restriction. 
| Save in the case of one bill, however, the plaintiff's 
claim failed because it did not give notice of 
dishonour within reasonable time as required by 
section 49 (12) (a), and, in one case, for want of due 
presentment for payment in accordance with 
section 45. 





Gift of ‘Cash’ in Bank 

HE testatrix in Re Stonham, Lloyds Bank Ltd v. 
Maynard and Others ([1963] 1 All E.R. 377) by 

her home-made will bequeathed to M. 'cash in 
Lloyds Bank' together with her savings in the Post 
Office and her Savings Certificates. The testatrix 
«also devised a shop and house, disposed of certain 
| ‘Shares, and gave two pecuniary legacies; but she 
| omitted to dispose of her household goods and 
personal effects, and there was no residuary gift, 
The testatrix had both a current account and a 
deposit account at the same branch of Lloyds Bank, 
and the deposit account was the largest item in her 
estate except for the shop and house. She was aware 
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of the relative position of the two accounts, because 
it was her practice to ‘feed’ the current account from 
the deposit account and she had last done so within 
a month of her death. 

On the question whether the gift of cash passed the 
money in the deposit account.as well as the money 
in the current account, Wilberforce, ]., came to 
the conclusion that the testatrix must have intended 
to dispose of all money to her credit on either 
account, and. found nothing in the authorities to 
prevent him from so holding. His lordship said that 
it might not be incredible per se that the testatrix 
should wish to leave the money on deposit to devolve 
according to the law of intestacy, but what to his 
mind was incredible was that, if she had that 
intention, she should have chosen to make this 
distinction between the current account (which 
passed to M.) and the deposit account (to devolve 
on intestacy) through such an expression as 'cash 
in Lloyds Bank’ where both accounts were. Accord- 
ingly he declared that the bequest to M. included the 
money on deposit. 


Variation of Trusts to include Power of 
Advancement 


Pb gave her residuary estate upon 
discretionary trusts for the benefit of her 
children and, inter alia, provided by clause 10 (c) of 
her will that in the event of any child of hers dying 
without children who took an interest under the will 
‘;. . but leaving a widow then during her widowhood 
such widow (unless sucli child of mine shall in writing 
otherwise direct) [shall] be substituted for’ the 
deceased child. The testatrix died in 1923. In Re 
Lister’s Will Trusts ([1962] 3 All E.R. 737) the 
testatrix’s two sons applied for an order under section 
1 of the Variation of Trusts Act, 1958, so as to include 
in the trusts of the will the statutory power of ad- 
vancement contained in section 32 (1) of the Trustee 
Act, 1925 (which was not otherwise applicable, as the 
testatrix died before that Act). 

Buckley, J., was satisfied that the desired variation 
was beneficial to the issue of the life-tenants, but the 
question arose of the position of any possible widow 
of either of the two life-tenants, since if the children 
of a life-tenant were advanced and then their father 
were to die, having survived his children and leaving 
a widow, her interest under clause to (c) of the will 
would to the extent of the advancement be adversely 
affected. 

It was, however, proposed that the words '(unless 
such child of mine shall in writing otherwise direct)’ 
in clause ro (c) be struck out, so that the interest 
thereby given to the widow of a life-tenant would 
become no longer liable to be defeated by the 
direction given by her husband in his lifetime, and his 
lordship was satisfied that that variation conferred a 
sufficient element of benefit on that possible bene- 
ficiary to justify him in approving the arrangement as 
a whole. 


266 


Correspondence 


The Editor does not necessarily agree with, or hold himself 
responsible for, the opinions expressed 


Marx and Management Accounting 


SIR, — Mr Kenneth S. Most, in his article in your 
issue of August r7th, finds the basis of Marx's 
economic analysis inadequate and fallacious. May 
I submit, very briefly, what I understand to have 
been Marx's view on two of the themes touched on 
in Mr Most's article? | 


Fluctuations in prices and values 


At any moment the price of a commodity is 
determined by the relationship of supply and demand 
and will generally be above or below its value. This 
relationship operates in such a way, however, that, 
ignoring such factors as monopolies etc., over a 
long-term period price fluctuations compensate 
themselves, and, on average, commodities sell at 
their real values based on the average amount of 
social labour necessary for their production. 


Surplus value 


While, in a working day, a workman bestows (say) 
eight hours’ labour on a commodity, he only con- 
sumes, in means of subsistence, the product of 
(say) four hours’ labour. Ostensibly he is paid for 
eight hours’ labour but the actual amount of his 
wages in fact equals the labour time necessarily 
expended in equipping him to work for eight hours, 
i.e. four hours. 

Leaving aside the constant capital element, -the 
employer, on payment of wages equal to four hours' 
labour time, thus obtains a commodity for which he 
ultimately receives a price equal to the labour time 
embodied in it, i.e. eight hours. Hence the surplus 
value or profit. I fail to see the ‘clear and unmistakable’ 
fallacy. 

Yours faithfully, 

London NW3. A. M. EPSTEIN, F.c.a. 
Money for Jam 
Sir, - The somewhat unusual problem presented by 
your ‘Puzzled’ correspondent in your issue of 
August 17th, probably calls for a rather unorthodox 
method of approach. 

Would it not be easier to regard the exchange not 
as a barter but as two separate transactions, namely, 
the sale of a foreign stamp and the purchase, with the 
proceeds, of ten cases of strawberry jam. 


The sale proceeds of the stamp would be repre-. 


sented by the current cost price of a similar consign- 
ment of jam as that actually received. As the sale of 
the stamp is not a business transaction, no entries 
would be necessary in the books. 

The purchase of the jam with the proceeds would 
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constitute cash introduced into the business by the 
proprietor and would be credited to his capita 
account, the purchase of the jam then being record 
in the normal way. 

This method would probably initiate a tax saving 
in view of the increase in the total cost of purchases, 
thus reducing the trader’s profit and, therefore, his 
income tax liability. This, however, would surelv not 
be avoiding the Revenue, as the profit was initially 
made on the sale of the stamp, not the purchase of 
the jam. 

A further point in favour of this method would be 
the avoidance of any problem with regard to the valu- 
ation of stock of jam remaining at the end of the 
proprietor’s financial year. This would be valued a* 
normal cost price. 

Yours faithfully, 
H. J. W. SPRIGGS, A.C.A. 

Rushden, Northants. 


Sir, ~ Unless the jam was taxed at source, ‘Puzzled’ 
(August 17th issue) should remove it immediately 
to the larder of his private residence, tell his book- 
keeper he was suffering from hallucinations, and eat 
the jam. l 
Yours faithfully, 
SPUD 


Sir, — I have sympathy with ‘Puzzled’. 

Many years ago I was employed as auditor in a 
company which manufactured felt backed angle 
brackets for use in the Glockenspiel industry. We 
were approached one day by an amiable gentleman 
who offered to take all our stock in return for 
exclusive patent rights of a process for manufacturing 
moral fibre (for professional use) from discarded 
string. Kb 

I advised the company to make the most of this 
opportunity and effected the transaction by auditing 
sales and debiting patents and inventions. 

It later transpired that the amiable gentleman 
was on licence from an institution, and my company 
filed its petition. 

Shortly after this I was struck off. I am only trying 
to help. 

Yours faithfully, 

Pinner, Middx. J. S. CHAMBERS. 

{‘Puzzled’ is himself a chartered accountant in South Africa 


and will doubtless appreciate these replies, and those pub- 
lished last week, to his ‘problem’. — Editor.] 


. A Matter of Phrasing 
Str, ~ Of things that might have been better put, the 
following is an amusing example: ` 


Ghana Income Tax Return Form No. 21, 1963-647 
‘Failure to submit a return or to submit a false 
return is an offence under section 72 of the Income 
Tax Ordinance, 1943.’ 
Yours faithfully, 
J. GEOFFREY HANWELL. 
Cape Coast, Ghana. 
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Effect of the Companies Act, 1948 


N its report on company law reform, the Cohen 

Committee, commenting on the practice of setting 
out very wide and detailed objects in memoranda of 
association, said: 

‘In consequence the doctrine of ultra vires is an illusory 
protection for shareholders and yet may be a pitfall for 
third parties dealing with the company. . . . We consider 

` that, as now applied to companies, the ultra vires doctrine 

serves no useful purpose but is, on the other hand, a 

cause of unnecessary prolixity and vexation.’ (Cmd 

6659/45, paragraph 12.) d. 

The Committee recommended that a company 
should have all the powers of a private individual as 
against third parties (in effect, a return to the former 

. common law position), and that the memorandum 

should operate, like the articles, as a contract between 
the company and its members in setting out the powers 
of directors. 

The Legislature, however, ignored this recommenda- 
tion, but relaxed the operation of the doctrine of 
ultra vires to a certain extent by giving companies 
wider powers to alter their objects. Under section 5 
of the Companies Act, 1948, a company may alter its 
objects by special resolution to enable it: 


(i) to carry on its business more economically or 
more efficiently; 
(ii) to attain its main purpose by new or improved 
means; l 
(iii) to enlarge or change the local area of its opera- 
` tions; 
(iv) to carry on some business which under existing 
circumstances may conveniently or advan- 
. tageously be combined with the business of the 
company; 
(v) to restrict or abandon any of its objects specified 
in the memorandum; 
(vi) to sell or dispose of the whole or any part of the 
undertaking of the company; 
(vii) to amalgamate with any other company or body 
of persons. 


These provisions had already been set out in earlier 
Acts, but required confirmation by the Court. The 
new Act dispensed with this requirement, except 
where application to the Court is made within twenty- 
one days by or on behalf of the holders of not less than 
I5 per cent in nominal value of the issued share capital 
or any class thereof, or by a similar proportion of the 
holders of debentures secured by a floating charge and 
created before December ist, 1947. In this event the 
alteration will not be effective except to the extent that 
it is confirmed by thé Court. 

, If no application is made to the Court within this 
«time the alteration is valid, and it cannot subsequently 
be questioned on the ground that it was not an altera- 
tion authorized by the Act (section 5 (9)). If, however, 
objection is made on this ground within twenty-one 
days, the effect of section 5 (9) seems to be that not 
only may application be made in accordance with 
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1 Part I of this article appeared in the issue of August roth. 


section 5 as stated above, but that any single member 
may apply for an injunction restraining the alteration 
on the grounds that it is ultra vires the company. 

When objection is made on this ground by the 
appropriate number of members under section 5, the 
Court must presumably refuse to allow the alteration. 
But where the alteration is claimed to be in accord- 
ance with the provisions of section 5, decided cases 
suggest that the Court will normally approve it, unless 
it is in direct conflict with the existing objects or 
involves an abandonment of objects fundamental to 
the character of the company. Thus, in Re Cyelists’ 
Touring Club ([1907] x Ch. 269), a company formed 
to assist and protect cyclists was refused permission 
by the Court to alter its objects to include motorists, 
since one of its objects was to protect cyclists against 
motorists. TN 

The present position, therefore, is that a company 
can change its objects for any purpose whatsoever 
(provided, of course, that it is within the general 
law), with the unanimous approval of its members, 
and even where there is a dissentient minority sufficient 
in number to enable an application to be made to the 
Court, the Court will not normally interfere with the 
alteration. 


Recommendations of the Jenkins Committee 


In the report of the recent Company Law Committee 
which, under the chairmanship of Lord Jenkins, 
presented its findings in June 1962 (Cmnd 1749), 
the recommendation of its predecessor that the doctrine 
of ultra vires should be abolished is carefully examined, 
but ultimately rejected as being neither desirable nor 
practicable. At the same time it is recognized that third 
parties dealing with companies may suffer unfairly 
under the existing law, and a compromise is therefore 
proposed, designed to protect third parties without 
formally abolishing the ultra vires rule. 

The reasons advanced for rejecting the earlier 
proposal are, briefly, that it would be contrary to 
present policy to increase the powers of directors, 
which would automatically follow an increase in the 
company's own powers, that it is reasonable for poten- 
tial investors and creditors to require a knowledge of 
the present and future scope of the company’s activities 
and, most important, that no alteration of the existing 
law would have any effect while the doctrine of 
constructive notice remained in its present form. 

This last point requires further elucidation. Even 
if a company had all the powers of a natural person, 
the position of a third party would still be precarious, 
as he would be fixed with notice, actual or constructive, 
of the limitations of the authority of the official or 
agent of the company with whom he was actually 
negotiating, as set out in the public documents. 

The abrogation of the doctrine of constructive notice 
is therefore a sine qua non in any attempt to improve 
the third party’s position. Accordingly, the Jenkins 
Committee recommends: 

. (i) that a contract with a third party entered into by 


him in good faith should not be invalid as against 
the third party on the ground that it is ultra 
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vires the company, provided the third party 
accepts his own obligations under the contract; 

(ii) to make this practicable, that the other party 
should be entitled to assume without investiga- 
tion that the company has the necessary power 
to enter into the contract, and he should not be 
deemed to have constructive notice of any 
limitations on the powers of the company or its 
directors or other agents; 

(iit) that even if the other party has actual notice of 
the contents of the public documents, he should 
still be able to enforce the contract if he honestly 
and reasonably failed to appreciate that they 
precluded the company or its officials from 
entering into such a contract; . 

(iv) that there should be no change i in the position of 

: a company in relation to such contracts (i.e. it 
should not be able to enforce a contract against 
a third party unwilling to proceed). 

'The Committee has also made several other recom- 
mendations with regard to the -objects clause. In 
particular, it is suggested that certain specified powers 
which companies would normally need to pursue their 
stated objects, should be expressly given by statute, 
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and should apply to all companies unless expressly 
or impliedly excluded by the memorandum; that 
section 5 (1) should be revised to give companies 
general power of altering their objects to restrict 
exclude any existing objects and to adopt any new 
objects which could lawfully have been included 
originally, thus making section 5 (9) superfluous; and 
that the powers of a dissentient minority to object to 
any proposed alteration should be increased, by reduc- 
ing the requisite number from 15 to § per cent, and 
extending the time for application to the: Court from 
twenty-one to twenty-eight days. 

These proposals are open to criticism on several 
counts, and should not be accepted as being necessarily 
the most desirable, or indeed practicable, alterations 
to the existing law. Students might derive considerable 
benefit from a critical appraisal of them, since it would 
consolidate their knowledge of the existing law — the 


most vital consideration from an examination view- 


point -and would enable them to understand more 
clearly, and at the same time to evaluate, the concepts 
and principles on which the present law is based. j 


(Concluded.) 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs FELTON & Co, Chartered Accountants, of 
49 Newhall Street, Birmingham 3, announce with 
deep regret the death of Mr F. LESLIE FELTON, F.C.A., 
who retired as a partner in November 1962, after 
nearly fifty years with the firm. 

Messrs FLOCKHART & GRANT, Messrs G. & J. 
McBain, Messrs James MESTON & Co, and Messrs 
WILLIAMSON & Dunn, all of Aberdeen, announce that 
in conjunction with Mr Joun F. SEMPLE, B.sc., they 
have formed a company with unlimited liability 
under the name of Kinord Associates. The registered 
office is situated at 11 Golden Square, Aberdeen. The 
first directors are Mr A.. Scorr FINNIE, M.A., C.A., 
Mr Joun P. GRANT, B.L., C.A., Mr STEVEN L. 
HENDERSON, C.A., Mr R. C. Birnie REID, B.A., eg 

and Mr Joun F. SEMPLE, B.SC. 

“Messrs NORMAN GREEN & Co, Chartered Ge 
ants, of 33 King Street, Sudbury, Suffolk, announce 
that Mr ROGER N. GREEN, A.C.A., has been admitted 
into partnership as from J uly Ist, 1963. The partnership 
name and address will remain unchanged. 

Messrs Peat, Marwick & Co, announce that Mr 
RICHARD Guy HICKMAN SMITH and Mr JOSEPH ANTONY 
GODSELL TURNER, senior members of their staff in 
Johannesburg and Cape Town respectively, have been 
admitted to the partnership. Mr Warwick GEORGE 
THORBY who has been a partner resident in Pretoria 
for some years, will shortly take up residence in 





Johannesburg. The style of the firm will remain 
unchanged. 


Messrs WENHAM, Mayor & CLARKE, Chartered 
Accountants; of Birmingham and London, announce 
with great regret the death on August 19th, 1963, of 
their senior partner, Mr Everarp P. MAJOR, F.C.A., 
after fifty-six years in practice. 


. P. D. LEAKE RESEARCH FELLOWSHIP AT 
SHEFFIELD UNIVERSITY o 


The Council of The Institute of Chartered Accountants 
in England and Wales, as trustees of the P. D. Leake 
Trust, has announced the establishment of a P. D. 
Leake Research Fellowship at Shefħeld University. 
The Fellowship will be for an initial period of two 
years. 

The object of the Fellowship is to study the more 
recent advances in teaching methods generally, in- 
cluding visual aids and programmed learning tech- 
niques; to investigate their applicability to the teaching 
of accountancy, and to develop thereby methods to 
advance the teaching of accountancy. 

The appointment of the research fellow rests with 
the University, and any accountant who is a member 
of a United Kingdom accountancy body which is 
recognized for the purpose of United Kingdom 
company law is eligible to apply. Further details are 
given on page IV of this issue. 


JOHN FOORD & COMPANY 
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REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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EUROPEAN ACCOUNTING HISTORY 


“he Earl of Crawford and Balcarres, K.T., C.B.E., DL 
airman of the trustees of the National Library of 
cotland and a trustee of the British Museum, will open 
on Monday the exhibition on European Accounting 
History which is being held in Edinburgh by The 
Institute of Chartered Accountants of Scotland in con~ 
nection with the European Congress of Accountants. 
The exhibition, which was previously referred to in 
The Accountant of July 27th, will be one of the most 
comprehensive on its subject. Although based on the 
Institute's own, recently catalogued, collection of books 
of antiquarian interest on accounts and allied subjects 
dating from the fifteenth-century (mostly collected by 
the late Richard Brown, C.A., about sixty years ago), 
two-thirds of the exhibits are now likely to be 
loans, so marked has the co-operation of other pro- 
fessional bodies, libraries and individuals been. The 
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list of lenders runs to over thirty names, and includes 


sources in nine countries of Europe. 

The exhibition, which will also be open to the 
general public, will be held at Chartered Accountants’ 
Hall, 27 Queen Street, Edinburgh, as follows: 

. Monday, September 2nd, x p.m.-5.30 p.m. 
Tuesday, September 3rd to Saturday, September 7th, 
9 a.m.—5.30 p.m. 
Monday, September oth to Friday, September 13th, 
9 a.m.~7 p.m. 
Saturday, September r4th, 9 a.m.—12 noon. 


THE ACCOUNTANTS’ CHRISTIAN FELLOWSHIP 
The monthly meeting for Bible reading and prayer 
will be held at 1 p.m. on Monday next, September 
and, in the vestry of St Mary Woolnoth Church, King 
William Street, EC3. The Scripture for reading and 
thought will be Romans, Chapter 12, verses x and 2. 


THE INSTITUTE OF 


COST AND WORKS ACCOUNTANTS 


Results of Examinations held in June 1963 


: EXAMINATION IN MANAGEMENT ACCOUNTANCY 
PASSED (COMPLETING EXAMINATION) 


Adams, d e? We Len S 
er Leamington Spa 
Andrews, J. B., Wakefield 
Ashcroft, F., Witan 

Atley, M., Rotherham 


Bailey, D. T., London 
*Barrie, J. M., ” Purley 
Beecham, S. C., Grantham 
Bennett, F. A., Sandiacre . 
Benton, R., Thornbury 
Boardman, D. C., Knutsford 
‘ Booth, G. a “Bile ley 


7 Brockington, R. B. Sutton Coldfield 


Cameron, J. N. H., Paisley 
Carroll, K. A., Dublin 

Collis, E. m Birmingham 
Copsey, A. S., Gloucester 
Cropper, A. G., Wolverhampton 


Dunn, G., Sutton Coldfield 
Evans, W. H., Liverpool 


Fairbrother, H. L., Manchester 
Fraser, R. S., Manchester 


Goater, H. J., o et Regis 
Gumbrell, P. C. J., Horsham 


Hartley, W. C. F., Leeds 


sech 


` Hewitt-Symonds, K. A., rundiee Ford 
Hickson, D. A. L., Ickenham 

Hoggett, B. F., Blackburn 

Holland, W C. ., Snodland 


Holloway, K. S., Walsall 


Jones, C. S., Dudley 
Jones, E. B., Chalfont St Peter 
Jordan, A. S., Dublin 


Kelly, D. A., Glasgow 
Kennedy, J. D. York 


Lawrence, G. C., Thorpe Bay 
Leitch, A. W., Blackburn 


McArthur, J. F., Dublin 
McKenzie, T. M., Petts Wood 
McNab, J. A., St Albans 
Maber, H. E., SIDE, 


illar, H. 
Miller-Bakewell S? 'B. de Great Easton 
Mitcheson, G G., Prestatyn 


Morris, R. D. E. Welton 


Murphy, D., Orpington 
Murray, À. (ROLE 
Murray, B. M., Hyd 


Oakley, A., London 
Oddy, R. l., Huddersfield 
O'Sullivan, M. A., Dublin 


Hayward, D. ., Epsom Piggott, B. V., Ipswich 

Heath, A. H., Rainham iper, A. olihull 

Hebbard, G. T., London Podger, F. H. C., Woking 
*The Bow Peacock Prize 


Pogue, G. A., Jordanstown 


Pam A. M., Woodford Green 
Rain. "D. Port Glasgow 

Read, R. G., EN 

Renshaw, E., diff 

Reynolds, R. N., Cobham 

Rhodes, C. R. C. Barry 

Richardson, J. P. D. R., Altrincham 

Roberts, K. H., Coventry 

Rowett, G., C., jJ obannesburg 

Rutter, J. À., Cookham 


- Sarfas, G. A., Slough 

Scott, I. F., Leicester 

Shepperson, B. O., Pietermaritzburg 
Smith, J. D., 's—Hertogenbosch 
Srinivasan, N. C., Howrah 
Stephens, J. L., Birmingham 


Tansey, L., Burnley 

Tarrant, G. H., Nottingham 
Thornley, J. S., Dukinfield 
Til, I. J., Ilkley 

Titley, R., Hutton 
Townsend, P. H., Newlands 
Tricker, R. I., Coventry 
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A Task Overdue 


Y ) FITH the recent coming into force of the thirteenth 
Finance Act after the Income Tax Act of 1952, the 

need for a re-consolidation again becomes apparent. 

The magnitude of the task required is evidenced by the fact that 


. whereas the 1952 Act comprised some 556 sections and schedules, 


no fewer than 300 further sections and schedules have since 
reached the statute book. Of the latter we find that 20 per cent 
relate to changes in rates and reliefs, including the new rules 
relating to retirement income (5 per cent), while capital allow- 
ances and tax avoidance provisions tie for second place (15 per 
cent each). 

Provisions for overseas income (ro per cent) are followed by 
those dealing with penalties and Case VIII (8 per cent each), 
although Case VII absorbs only 3 per cent. A number of important 
reliefs for losses and othérwise occupy 7 per cent, leaving a 
I4 per cent residue, comprising minor items of little scope. 

To the extent that the new legislation represents additional 
matter, the benefits of consolidation would be limited; but in so 
far as the mainsail of taxmanship has become shot through with 
repeals and patched with amendments, the need has become 
urgent. The Macmillan Committee which reported in 1936 
(Cmd 5131) commented that the benefit conferred by the 1918 
consolidation had to a large extent been lost through the process 
of copious amending legislation, a point to which force is lent 
by the fact that only one-third of the 1952 Act was devoted to 
reproducing the previous consolidation statute. 

The corresponding trend since 1952 has, however, been 
mitigated by the adoption of a recommendation made by the 
Royal Commission in 1955 (Cmd 9474) whereby additions are 
harmonized with the existing structure of the consolidation Act, 
in particular the basic numbering of sections. Thus the four 
additional classes of personal relief introduced from 1957 to 
1962 are to be regarded as inserted in Part VIII which embraces 
this aspect of the code. 

We can only witness with dismay a situation in which the 
authority of the 1952 Act on two such points of general importance 
as time limits and penalty provisions is almost completely 
stultified by subsequent amendments. Since income tax is in 
theory an annual tax, it deserves an annual summary of the 
relevant law — an undertaking practised in other parts of the 
Commonwealth. The greater complexity of United Kingdom 
legislation may render this ideal impracticable, but we must 
urge that the Royal Commission recommendation of'a regular 
consolidation at ten-yearly intervals should now be acted upon. 
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The Missing Millions 3 


HE results of three detailed surveys of 
personal incomes carried out by the 
Inland Revenue in 1949-50 and at succes- 
sive five-yearly intervals in 1954-55 and 1959-60 
are compared and explained in the August 
issue of Economic Trends published on Thursday 
of last week. The pound of flesh sacrificed by the 
taxpayer demands for its measurement a degree 
of precision of a higher order than that to be 
found in a census, the compilation of which does 
not involve the agonizing appraisals which attend 
the submission of figures to Inspectors of Taxes. 
Hence the results summarized by  Ecomonic 
Trends from details previously shown in the 
Revenue's annual reports command extra atten- 
tion and respect. 

The procedure adopted has been to divide the 
range of incomes into five equal classes, the 
highest bracket being itself broken down into 
four sub-classes. Each class contains one-fifth 
(sub-classes one-twentieth) in number, not value, 
of the incomes sampled in the survey. ‘The ranges 
for 1959-60 in the top fifth are not incompatible 
with graduations of salary to be found in a 
practising accountant's office: £925 to £1,012, 
£1,150, £1,460, the latter figure representing the 
lower limit of the highest sub-class of incomes 
recorded. 


The salient conclusion brought out by the 


survey is that both the highest and lowest groups 
of incomes have had considerably smaller relative 
increases than those in between. The uppermost 
group improved by 16 per cent and 27 per cent in 
the two successive quinquenniums, as compared 
with representative middle range increases of 
so per cent and 38 per cent. The lowest group 
advanced to an intermediate extent but in our 
opinion the value of the figures published for 
this group is doubtful having regard to the 
relative lack of accuracy to be expected in the 
recording of incomes reaching down to £180, and 
also the reservations made by the authors of 
the survey with regard to the collation of this 
sample. On the other hand, in compiling the 
sample for the uppermost group, a very much 
stricter standard was applied. 

When the figures for the top bracket are 
analysed further, it is found that 55 per cent of 


the incomes are eae under P.A.Y.E., 26. 
per cent from investments, and only rg per cent 
from trading profits and professional earnings. 
Having regard to the incentive value of the 
increase in the net worth of each pound of 
income in the highest ranges, from 6d in 1949-50 
to 2$ 3d in 1959-60, coinciding with the pro- 
gressive relaxation in material controls which 
previously hampered private enterprise at work 
and leisure, we would expect to find that the 
highest level of trading and professional profits 
had risen at a rate at least as great as that of the 
middle range incomes. 

The contrary trend found by the survey is oné™ 
which we find inconsistent with the probable 
achievements of the top brains in business. The 
correct conclusion seems to be that they have 
availed themselves of the devices legitimately 
open to them to avoid receiving their increased 
incomes in a manner requiring inclusion in re- 
turns of income for tax purposes. It is noteworthy 
that the terminal year of the period surveyed 
immediately preceded the Finance Act, 1960, 
which ushered in a long list of provisions aimed 
against senior employees and professional men. 
Section 20 denied relief to hobby farmers and 


others; sections 21 to 29 introduced a new code. 
‘calculated to defeat the disposition of trading " 


income through share transactions; sections 32 
to 36 elaborated rules for assessment of receipts 
accruing after the discontinuance of business; 
section 37 attacked payments over {5,000 on 
giving up an employment. Moreover the 1962 
Act extended the tax net to speculative ventures 
previously sheltering under the description of 
capital gains, while the 1963 Act seeks to impede 
abuse of the cessation provisions. 

The fact that the Treasury has found it 
necessary to deploy so much artillery against 
individual taxpayers whose circumstances place 
them in the higher income ranges is the clearest 
possible indication that the loss of revenue ind 
this quarter had attained the dimensions re- "^ 
flected in the survey now published. We 
shall await with interest the evidence as to 
the effectiveness of the new measures which 
wil appear from the survey to be made in 


1964-65. 
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Replacement Value Accounting 


by Professor ABRAM MEY, University of Amsterdam, 
and KENNETH S. MOST, LL.B., F.C.A. 


Introduction 


HE theory of replacement value accounting was 
developed by the late Dr Theodore Limperg, 
Professor of Managerial Economics at the 

University of Amsterdam and practising auditor. It 

was based on his experience and observations from 

1912 onwards, a period when business cycles were 

particularly in evidence. It was his view that the 

conventions which restrict the utility of accounting 
k-ro financial management are an obstacle in the path 
of those who require accounts for management and 
planning. Chief among.these is the convention which 
ignores price level changes altogether, and aggregates 
values at different moments in time, some years 
removed from others, as though they were homo- 
geneous. The procedure has been likened to a zoologi- 
cal inventory, where camels are added to “bears, 
snakes and flamingoes to apes and giraffes, and the 
list placed on the director’s desk. 

Today it is also necessary to measure profit with 
much greater accuracy. In the first place, the impor- 
tance of taxation and its arbitrary incidence make it 
considerably more difficult to compensate the errors 
of one year in the ones which follow. Secondly, busi- 
ness managers are no longer satisfied to know the 
; «mount of profit, they require information as to its 
sources also. This involves improving the accuracy of 
profit measurement by relating it closely to causal 
events and to periods of causation. Thirdly, today 
many parties are interested in business accounts: 
besides partners, shareholders and managers, there 
are the State, organized labour, economists, journalists 
and others. In varying degrees these all require 
exact analysis and measurement in order to judge 
efficiency, productivity and growth, and to plan their 
affairs. 

The principles which are described by the term 
‘replacement value accounting’. are designed to 
enable price level changes to be seen and recognized 
in accounting reports. This applies equally to changes 
resulting from inflation and other structural kinds. 
In order to do this it is necessary to refine the con- 
ventional processes of financial and cost accounting, 


and relate them more closely to the responsibilities- 


of top and delegated management. 


-pm 


What is Value? 


"Value is the presentation in quantitive form of the 
significance any. good has for its possessor.in any 
place at a given moment. l 


Every business is a part of a continual production 
of goods and services to satisfy the needs of the com- 
munity. These needs are permanent from the view- 
point of the community, although the individual 
consumers-change all the time. For this reason, there 
is a continual flow of goods and services from the 
individual original producer to the individual ultimate 
consumer. (See Exhibit I.) 

An item of goods, or service, in a given place at a. 
given moment can only have one value. For a par- 
ticular business ‘replacement value’ is the value of any 
goods or service in its possession at a given moment, 
as long as the above conditions are applicable. If this 


continuity is broken, then replacement is no longer 


relevant and another value applies. This is the 'pro- 
ceeds’ value, which is the sum of money the possessor 
can receive by exteriorizing it in a given place at a 
given moment. For the most part, proceeds value is 
higher than replacement value, e.g. cost price is less 
than selling price. In some cases, proceeds value is 
less than replacement value, as where technological 
or market influences produce this effect. 

As Dr Limperg expressed it, a good has two alter- 
native values, proceeds value and replacement value, 
the lowest of which determines the significance of the 
good to the possessor. 


Capital and Income 


It is a commonplace of accounting that income 
(profit) cannot be said to arise before it has been seen 
tliat capital is intact. 

Capital is an aggregate of goods combined for a 
particular productive purpose. Business capital is an 
aggregate of goods in the possession of a business 
which are required for its productive function. This 
is why we find on the one side of its balance sheet the 
goods in its possession and its claims on others, and 
this aggregate is equal to the claims of others plus 
its money capital. It follows that the money capital 
of a business is derived from the value of the goods 
in its possession. 

'The business has a responsibility to the community 
(represented by its owners) to maintain the aggregate 
of goods which is needed to perform its function. 
The replacement of a capital good does not imply its 
substitution by an identical good but by one which 
performs the same function. If capital goods are not 
measured in replacement values, it is not possible to 
ensure the continuance of production, although this 
may happen by chance. | 
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Profit and Loss Account 


The operating income of a business can be _Profit and Loss Account 
e : Costs, at replacement values | Sales, at proceeds values 
measured by offsetting costs and revenues provided : 
choc seslacermentval d for the E d The net income of a business will then be the opera 
Preven’ VAES ate Mee OE E (US ting income plus profits, and/or less losses not arising 
proceeds values for the latter, thus: through its operations. i 


Exhibit 1 
CHARTS SHOWING THE DISTRIBUTIVE PATTERN OF COTTON AND WOOL TEXTILES 
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CARRIAGE CARRIAGE 
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CARRIAGE CARRIAGE 
COLOURED WHITE KNIT NET CLOTHS BLANKETS CARPETS 
WEAVERS WEAVERS 
BLEACHERS | DYERS DYERS 
FINE COARSE WASTE CHEVIOT WORSTED 
SPINNERS SPINNERS 
CARRIAGE CARRIAGE 
IMPORTERS IMPORTERS 
CARRIAGE CARRIAGE 
EXCHANGES EXCHANGES 
NEW YORK LIVERPOOL 
CARRIAGE CARRIAGE 
EXPORTERS ` EXPORTERS 
CARRIAGE . dl CARRIAGE 
PLANTATIONS SHEEP FARMERS 
U.K. AMERICA AUSTRALIA 
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Adventure is all 
very well, but... 


Intrepidity never ranked very high among the qualities 
required of a trustee. Then came the 1961 Act; and trustees 
, Were finally freed —and generally expected—to venture: 
. forth from the asylum of the old trustee secutities into the’ 
dë jungles of equity investment. For how many this new: 
freedom looked like the last straw we do not know: Yet: 
there was (and is) no cause for despair: An investment in ’ 
.Thé M&G Trustee Fund is a complete; trouble-free : 
(and economical) solution to the problemi; mE 
Although open to all investors, this new Fund has been- 
specially planned to meet the requirements of trustees. Its ` 
income is distributed in accordance with trust law. It, 
provides an investment in selected equity shares, widely : 
spread and professionally managed--and in some cases: 
not open to purchase by the trustees themselves. Life- 
tenants will welcome the respectable yield of the Fund, - 
and some of them its high net U.K. rate: And ingenious . 
provision is made for accumulation in those trusts whose 
income is to be reinvested for a minor. 
Could you do better by bearing: the burden yourself? ` 
If you doubt it; why not write (or send the coupon below) ` 
- for full details of : 


| | THE. 
TRUSTEE FUND 


Price: 12/01d. Yield: £4.14.0d.7; Net. U.K. rate: 6/5d. in the £ 
(August 21st) (gross) i 


E MEE MEER ee ee NNNM WO WON NN ee M M ee 
TO: MUNICIPAL & GENERAL SECURITIES COMPANY, LIMITED, 9 CLOAK LANE, LONDON, E.6.4. 
Please send, without obligation, further details of THE M&'G TRUSTEE FUND 
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Miss Kathleen Woastaffe pu all the procedures of this 
Burroughs Sensimatic Accountina Machine in a few minutes. 
In two hours she was an expert at operating it. 


The Kenning Motor Group service area at Strensham on the M6 Motorway- 


2 Burroughs 


THE KENNING MOTOR GROUP has 200 
depots throughout the country, 
handling cars and commercial 
vehicles, bodywork, petroleum pro- 
ducts; the sale, servicing and re- 
moulding of tyres; contract hire, 
self motoring and driving schools. 


PROBLEM: To provide the efficient 
supervision of Sales Ledger Ac- 
counting, Hire Purchase accounts, 
Service Sales with Analysis ang 
Job Costing. 


SOLVED: With Burroughs P600 and 

Sensimatic Accounting Machines 

together with Cash Registers and 
Adding Machines. 


P. 
Architects: T. P. Bennett & Son 





serve the service stations 


METHOD: Located at strategic points 
in the country, P600 machines con- 
trol Sales Ledger accounting for 
depots in the vicinity. At the Ken- 
ning Tyre Service depots, Burroughs 
Sensimatics detail Tyre Sales Ac- 
counts, producing Statements and 
Analysed Ledger Cards by makers 
and customer. At Kenning Coach- 
work Ltd., another Sensimatic 
Machine records Job Costs on com- 
mercial vehicles. In Head Office, 
further machine ‘work concerns 


Hire Purchase Accounting. Finally, © 


Burroughs: Cash Registers record 
by brands the sales of petrol, oil and 
. Spares, the details being analysed 


on adding machines for vital day- 
to-day data. 


RESULT: Head Office has complete 
up-to-date information on every- 
thing. that passes through their 
various depots. The Kenning Motor 
Group know how to keep business 
ticking over! l 





Business depends on 
» 


from adding machines to computers 


Burroughs Machines Limited, 356-366 Oxford St., 
London, W.1, Telephone: HYDe Park 9861 
Accounting sales and service facilities from 60 centres in 
Great Britain and Etre, Manufacturing in Scotland 


EI 
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factors, e.g. through underestimating the life or 
utput of a machine, the benefit must be credited to 
P reserve in order to provide a source from which 
. similar losses can be met. Such losses, e.g. from over- 
estimating the life or output of a machine, will be 
debited to any reserve available for this purpose, and 
in the absence of such a reserve, to the profit and loss 
account for the period. 


Analysis of Value and Unit Cost 


The value of a product can be analysed into three 
elements: “a | 


(i) materials, 
.(ii) work-units of labour, 
(iti) work-units of machines. . 


b- The replacement value of the product is the required 
quantity of each of these elements multiplied by its 
replacement price. The unit cost of a product can 
therefore be expressed as'its replacement value. There 
is, however, no identity of cost and expense. ‘Expense’ 
is a financial term, related to acquisition, ‘cost’ is a 
production term, related to ‘value’. ` D 


Examples 


(a) A student works in a factory as a practical stage 
in his training. He is not paid wages for his work. 
At the end of the period he is presented with a 
. gold watch. The purchase of the watch is an 
expense; the value of the work done is a cost. 
(b) Depreciation of machines not in use may be an 
expense, but cannot be a cost; since there is no 
product, it is a loss. 

d (OH The work done by the owner-manager of a 
building firm is a cost, but if he does not pay 
himself a salary, it will not be an expense. 

' (d) If capital is invested in materials, there is a 
sacrifice of interest, which is part of the cost of 
the materials. If the capital is not borrowed, 
there will be no interest expense on the part of 
the business. ` 


These are not special cases, but illustrations of a 
general principle. It can occur that an expense is equal 
in amount to a cost, but this is not to say that the one 
can be used to express the other. Both expenses and 
costs must be recorded in an accounting system, and 
the use of replacement values enables this to be done 
correctly. For example, assets are recorded at the time 
of acquisition, at the ‘expense’ which is normally 
equal to replacement value. When the replacement 
b value changes significantly, the value of the asset is 
^. increased (or decreased) accordingly, with a corres- 
ponding credit to a special capital account, i.e. revalua- 
tion account. Thus, when the asset becomes a cost, 
by consumption or use, the replacement value is 
already recorded and can be taken into the cost 
accounts. | E 

There is a close resemblance between replacement 
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value accounting and standard costing with respect to 
the quantity measurement used in the cost calculation.- 
In both systems a statistical analysis of observations’ 
underlies the quantitative measurement. In both: 
systems the actual usage of materials, labour and 


“machine work-units are not included in the cost 


quantities but only the ‘standard’ or ‘normal’ quantity, 
as measured objectively. Thus, the replacement 
value of a product can be described as the aggregate 
of the standard quantities of each element (calculated 
in its special way) multiplied by its replacement price. 
Control.is primarily relevant for quantities, value 
enabling them to be ranked in order of importance. "` 

The term ‘replacement price’ has been used twice 
in this section, in order to distinguish the money 
aspect of replacement value from its quantitative 
aspect. This spécial use of ‘replacement price’ must be 
distinguished from another meaning of the term, 
ie. the price that will be paid when the quantity 
sacrificed is replaced. This may be the price in three. 
months’ time, or even — in.the case of a fixed asset — 
ten or twenty years from now. Replacement value 
accounting involves ascertaining. the current price 
at the time the measurement is made; it is the price 


op the day of consumption of the good or service, 


not on the day of replacement. 


Flow of Production — Superstructure and 
28 Infra-structure 


No accounting problem can be approached without a 
preliminary critical analysis of the organization to 
which it refers. This involves understanding organiza- 
tion not as it is, but as it should be. Only if this is 
done can accounting adequately serve management's 
needs. For the purpose of this explanation we shall 
assume that the accounts are those of a manufacturing 
business with six departments and auxiliary services 
such as building. occupation, machine maintenance 
and power generation. In addition, sales, purchasing, 
accounting and personnel departments are present. 
All costs of the business are a function either of the 
product or of the sales; we shall therefore call produc- 
tion and sales the ‘principal cost centres’. These costs 
have their origins in the activities of one of thre 

parts of the complex: 


(a) the flow of production; 
(b) the superstructure, ie.. the entire area of 
management and administration; 
. (c) the infra-structure, i.e. the availability of stocks 
of materials, work-units of labour and work- 
units of machines. 


The diagram (Exhibit IT) demonstrates the process 
of functioning of the business. Quantities of materials 
are bought and stored. These are the planned require- 
ments of the budget, corresponding to budgeted sales. 
Individual material quantities vary between minimum 
and maximum levels, but the aggregate of stored 


: materials corresponds to the flow of production. 


The value of these materials in the store is not their 
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replacement value on the market, but includes the 
value' added by the purchasing, storing, and internal 


handling activity. It also includes interest on the 


Mar 


investment. Replacement value of materials issued 
to production is the relevant concept here. 

The value of the work-units of labour again includes 
the value added to wages by the activities of the 
personnel department, wages office, etc., and the 
lower, middle, higher and top management without 
which no worker can function. i 

The value of the work-units of machinery is 
composed of depreciation, interest on investment and 
that part of management concerned with the avail- 
ability of machinery. ` 

In the same way the cost of auxiliary services is 
calculated as if they were separate factories with their 
Own cost accounts, according to the same principles. 
They are part of the infra-structure and are brought 
into the flow of production department by depart- 
ment. | | 

The superstructure can be divided into separate 
responsibility centres, e.g. the wages office, for which 
a separate unit cost can be calculated. Management 
again is brought into the cost calculation as for work- 
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units of labour. This process of apportionment is - 


arrived at through a statistical analysis of observations 
regarding the causation of costs. 


Material, Labour and Machine Costs 


By definition, the cost of material is its replacement 
value. Replacement value is not replacement price; 
it is a combination of quantity uséd and the price at 
the moment and place of use. Replacement price is 
the price which will be paid, not to replace what is 
used, but to replenish stocks. The accounting process 
is as. follows: 


Purchase of Materials 


Debit Inventory 
Credit Supplier 
Debit Inventory 
Credit Calculated interest 
» Building occupation 
» Purchasing, storing 
and handlng de- 
partment 
Debit or credit Inventory 
Credit or debit Revaluation 
.account ~ materials 


Acquisition expense 

Interest atcurrent borrowing rate 

Units occupied (sq. ft) X value 
ment X value 


Changes in replacement valus 









THE MANAGEMENT PYRAMID 
WITH EXAMPLES 


Exhibit H 
1 4 ORGANIZATION OF A BUSINESS IN RELATION TO ITS OPERATING REQUIREMENTS. ` I 
SUPERSTRUCTURE . 


N 
\ MARKET 
M. RESEARCH & 
\ MARKETING 


v 

\ SALES MANAGERS, 
v — , REGIONS OR 
N, PRODUCTS: 


v 


ACQUISITION AND 
MAINTENANCE, PERSONNEL 





INPUT ` LL À————3 FLOW OF VALUES WITHIN THE BUSINESS ——— ÀJ OUTPUT 
VÍA Principal Cost Centres OF 
MARKETS PRODUCTS 
(Means WORKSHOP. | | WORKSHOP 2 WORKSHOP 3 | WORKSHOP 4| WORKSHOP 5| WORKSHOP 6 | STOCKROOM | SALES REGIONS TO 
of OPERATING STRUCTURE MARKETS 
Production) : cCÍp 








AVAILABLE MATERIAL STOCKS AND MACHINE CAPACITY 


WORKSHOP WORKSHOP WORKSHOP 





MATERIALS . 1 2 E: 


INFRA-STRUCTURE 


WORKSHOP WORKSHOP WORKSHOP 


4 : 5 o. 6 


| , BUILDINGS, AVAILABLE FOR OCCUPATION BY MEANS OF PRODUCTION | 


| 8 , POWER PLANT AVAILABLE FOR STEAM AND ELECTRICITY | 
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The recommended procedure is to fix limits 
within which materials prices. can move without 
evaluation becoming necessary. Price data is avail- 

" able in the purchasing department, which must 
therefore notify the accounting department when such 


changes take place. , 
Debit Production department prie issued X replacement 

: value : d C^ 
Credit Inventory 


Debit Work in progress Material value of production at 
Credit Production ` depart- replacement value 
ment 


By definition, the cost of the availability of labour 
work-units is their replacement value. Where normal 
wages are paid, then the actual rate of pay will be 
replacement value. In all other cases, reference must 
be made to the normal rate applicable. The accountng 
process is as follows: 


^. Debit Available labour 
`~ Credit Wages payable 


Debit or credit Wage difference 


Required time X value d 
Actual time X price 
Required time unpaid 
Unnecessary time paid 


Debit Available labour Work-units of appropriate de- C 
Credit Building occupation partment as required X re- 
' » Social charges placement value 
» Personnel 
management 


» Welfare department 
Debit Production department 
Credit Available labour 
Debit Work in progress 


Credit Production depart- 
ment 


Debit or credit a loss account 


Work-units used x value 


Work-units required X value 


Difference between work-units 
required and used, bothx 
values 


By definition, the cost of the availability of machine 
e work-units is their replacement value. The accounting 
process is as follows: 


Debit Available capacity Work-units of. machinery X re- 

placement value 

Credit Provision for depre- | At replacement value 
ciation 

» Calculated interest 

» Building occupation 


„» Provision for main- 


At current borrowing rate 
Units occupied (sq. ft) x value 
Work-units of maintenance de- 


tenance partment X value 
» Management depart- | Work-units of technical manage- 
ment ment X value 


The provision for depreciation is calculated at 
replacement value. This involves using the annuity 
method and including a reducing factor in the cal- 
culation for the influence of technical progress. 
Accounting for fixed assets is as follows: 


Acquisition expense --mainten- 
ance cost 

Acquisition expense 

Work-units of maintenance de- 
department X value  (installa- 
tion work) 


Debit or credit Fixed assets Changes in replacement value 


Credit or debit Revaluation | ' 
account — fixed assets ` 


Debit Fixed assets 
S Credit Supplier 


» ‘Maintenance depart- 
ment : 


The recommended procedure is to fix limits within 
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which fixed asset prices can move without revaluation 
becoming necessary. Price data is available in the 
technical department, which must therefore notify 
the accounting department when such changes take 
place. In appropriate cases, fixed assets can be grouped 
in categories by function, which enables a functional 
work-unit rate to be calculated and revised when 
necessary. This is naturally simpler than calculating 
separate work-unit rates for similar machines bought 
at different prices. 

On revaluation (ie. where the price change is 
sufficiently important) the depreciation element of 
the work-unit rate must be recalculated. For future 
costing the new rate will be used. In so far as the past 
provisions were insufficient (or excessive) an adjust- 
ment must be made. 

An insufficient charge must be debited to the 
profit and loss account of the period of its ascertain- 
ment; an excessive charge will be credited to reserve. 


DIAGRAM SHOWING EFFECT ON DEPRECIATION OF UPWARDS 
REVALUATION IN YEAR 3 


pm 






Y ears 


OABX -— original depreciation (annuity method). 


P OCDX «depreciation on new replacement value, end of year 3. 
- ACYZ —special charge to year 3 for insufficient depreciation, years 1-3, 


EYDX=new depreciation, years 4-9, 


When the fixed asset is sold or scrapped, the profit 
or loss on sale is the difference between its replace- 
ment value and its (realized) proceeds value. The 
revaluation account is not affected by this and no 
entry is made on it. . 

"The calculation of the cost of a machine work-unit 
involves the aggregation of all items under 'available 
capacity' and its division by the normal number of 
units to produce a cost rate. For example, if a factory 
(sugar from beet) can only work for a part of the year, 
the number of work-units is determined accordingly. 

At this point, we have the cost of available capacity 
and its expression in terms of available work units 
(e.g. machine-hours, units of output). T'he cost of 
available capacity is divided into two parts which 
vary with the volume of production; viz. : 
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^ (a) the value of machine work-units in production; 


. (b) the value of machine work-units lost. The cause 
of this loss may be insufficient orders or bad 


workmanship or faulty supervision, and in 


appropriate cases these can be segregated. 


‘The accounting process is as follows? 


Debit Production department | Work-units used x value 
Credit Available capacity 
Debit Work in progress 


. Credit Production depart- 
ment 


Debit or credit a loss account 


Work-units required x value 


Difference between work-units 
required and used, bothx 
value 


Replacement Value of the Product 


` 
m~ 
KÉI 


The factory cost of the product i is the replacement 
value of the product in the stockroom, where it is 
available for sale. If handling and storage costs are 
incurred, they must be added to factory cost in the 
same way as any other ‘added values". 


Debit Finished goods 
Credit Stockroom 


Work-units of stockroom X value 


Tt will be seen that at the conclusion of the account- . 


ing process the work in progress account will be 
credited with the product at replacement value, and 
the inventory of finished products will be carried on 
the books at replacement value. At this point, the 
following asset accounts are all at replacement values: 


(a) raw materials; 
(b) work in progress; 
. (c) finished goods; 
(d) fixed assets. 


Because the assets are continuously eege at 
replacement values, which are values ascertained with 
reference to the same moment in time, the capital 
which is measured from these values is a homogeneous 
amount and not an aggregate of diverse valuations. 

“The act of sale again adds value to the product. 
"This is a part of the replacement value of the product 
at the moment of sale. Sales department costs are 
calculated in the same way as production department 
-costs. The accounting process is: 


Debit Cost of goods sold . Quantity X value 
Credit Finished goods 
Debit Cost of goods sold Work-units of sales department 


- X value 
Credit Sales department 


Replacement Value of Fixed Assets 


Where there is a market for the fixed asset in question, 
réplacement value is the price on a particular day, 
which will. be found annually, or more frequently if 
necessary. Where there is no possibility of finding 
the current market price, another method i is required, 
The two most frequent cases are: . ^. ^. . a 
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(a) Where a firm manufactures a special building 
or machine for its own use; 


(b) where the fixed asset can only be replaced Y 
negotiating a contract, e.g. construction of an 
oil refinery or brewery. 


In these cases, the calculation must proceed from 
the engineering or construction specifications either 
of the most similar asset already possessed, or of the 
new asset which will have to be produced. The asset 
is itself a product, composed of materials, work-units 
of labour- and work-units of machinery. It is necessary 
to find the quaritities of each from the engineering 
or construction specifications and multiply these by 
current prices, or, alternatively, to find the relative 
importance of the difierent elements of materials, 
labour- and machine-units and develop a co-efficient 
of revaluation derived from the proportion the 
element bears to the total value, and the current 
price for the element. a 


Conclusion 


e 


"This brief account of the principles and practice of 
replacement value accounting will have shown that it 
conforms to the requirements of modern organiza- 
tional theory. It presupposes integral planning in 
terms of responsibility centres, preparation of budgets 
for all responsibility centres and overall budgeting 
forthe organization (accounting in terms of the 
future). It assumes that the accounting performed by 
any organization has as its objects the provision of 
controls for measuring efficiency and the delegation 
of responsibility, and in addition, the establishment 
of a permanent profit and loss account and a perma- 
nent balance sheet. All of these should be available .. 
at the end of any period of account without compli- 
cated adjustments being necessary. 

' Accounting systems of this Kind are already in 
operation in Holland, notably in Philips' Gloeilampen- 


..fabrieken N,V., wheie it was installed thirty years 


ago and has been progressively refined ever since. 
Similar systems can be found in the U.S.A., and, to a 
lesser extent, in Britain, but which do not maintain 
contact with current costs through the use of replace- 
ment prices. The general principles of accounting 
apply equally to large and small businesses, and there 
is no reason to suppose that any organization is 
precluded from introducing replacement value 
accounting, although the detailed application of the 
principles may differ for reasons of size, type of 
business or convenience. It is for the individual 
accountant to decide exactly how he will apply the 
principles in a given situation. ! 
We must become reconciled to the continuance of ^ 

price level changes, both up and down, and whether 
caused by monetary instability, technological progress 
or structural changes in markets themselves. 'l'his 
fact renders it a matter of urgent importance for 
experiments with replacement value accounting to 
be undertaken without delay. . 
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A PRUDENT INVESTMENT INTENDED 
b MM hastis 


At Sth August Capital Units gave an investment in the following shares, selected for their investment eg These are under ee supervision 





oe Trust t % of Trust Se of Trast 
ES UNITED KINGDOM AND EUROPE—75. SÉ CONSUMER INDUSTRIES-—41.0125 Yardley "A" Ord. dh .. ws e e dëi 
K BRITISH G STOCKS—O,76% Alied Industria) Serv Services ces Ord, 5 si A Yardley *A ^ New Ord. Ab 7 wn e dë 
SS Ge EE, Car EE ae ‘Assoctated British Procure Ord. Bl- d Lo cg E G-L% 
fh Bayerische Verelnsbank DM. Stoe 1O NO 4 Borax (Holdi rug Defa eil, Uo llo ll 110 Broken Hill Proprietary EA on S 
7A CommerrbunE A. ei. ue E B Britkah-Amerinan Tobaeco Ord. 10. SO 1l 19 De Beers Consolidated Mines Def. R08 Reg, — 92 
i Drese G. dE ritish Cocoa/and Chocolate Ord. D 1. 13 V.S.A. AND CANADA—22.91 
General Accident Fire denira Assurance Ord, af us British Petroleum Oni e. ee N n 92 [ "AND TRUSTS—9.16% 
Minot Holdings Ord, 4l- — se ce o 42 ~ Brooke Bond VM Ord. Gx we oo es se MB Chemical Bank (N.Y.) Trust Capital $12 68 
Montague Trust "on en aw c fi Charr Gardner Looket Ora be O S "a Citizens & Southern Nat. Bank Savannah Cap. 310 72 
Prudential Assurance *A" 4j- ee ae ve 110 ington r Pocket Now Ond Eh 1D 0 ContinentolTliinoisNat. Bank&-TrustCommon $551.50 
iuge dM M E Sharriugton United Breweries Ord. 8/- .. i1 3 ist National City Bank Common $27 I. J38 
Union Discount Co, of London £t Se sen, 488 Coana Brothers Ord. Be a» e ae, o S First Wisconsin Bankshares Common $5 — ». 23 
United Dominions Trust Ord. 5|... vn vn 410 ; an Great American Insurance Capital $5 .. — .. Si 
CAPITAL INDUSTRIES 51.9475 yf »& Musical todlintrtéa od. 19 © 4 ng Trust (N-Y.) Capital SI e S 3 
Breda L.3 on wah xpress Dairy, uA Ord. Bl^ a M ws ^ A4 rthw D Ad as oe ^ 2 
» i D ae an Q^ est Banco corpora ration Common $3} A 
British &  Comnicumesicn Seat Ord. 10! - 4 SE Dea ton oz ona Pacific National Bank San Francisco Commodi $10 74 op 
Burgess Products Ord. %/- e en re $ Goldberg (A) & Bons Ord. l^ — .. noO nG mnt pring field Insurance Common 32 es MT LE 
B eben New Ord. Sis. se e. 2l Cra tban Warehouses Ord. 5/- "i 4l E nig EE of Los Angeles s Capital SR lod uL 
Capital & Counties Ay raid Ord. Bl. " an wn S Great Universal Stores “A” Ord, EL a ke PRI ‘ Wachovia Ba nk & Trust Common $5 .. ee $3 Ut 
Chubb & Son “AY Ord. 4l- e bh Imperial Chemical Industries Ord. EL .. — .. Ze REC een d dari ital $2 3 E 
City ot London Real Property y Ord. El as an -D Internattonal Publishing Ord. A, E * : : "oi The Western Casualty and Surety Common $5 b wA 
Clarkson Eer “AM Ord. 220 1 STA Jaguar Cars nAn Om Sr ae e 1 2 MB INDUSTRIAIS EE, $ 
. D D t Prod we 
SICH Automati on Ord. 5 Ei. Ze, Aer. aB DER Oil Wharves Ord, EL ms Amerada Petroleum Corporation Č Common n.p.v. D á 
DOC IEEE EE 5 ODE EMEM ; CLAU. 
Gestetner AT Ord S Lo I Lo at Mecca "A" ond CS E nOn Loc Xo  Memney Chocolate Commoinpi n oZ m f|) 
mD Sonora MEEPEEDE See Group Ord. PEE: ertz Corporation Common 3i i tt fl 
Lamson Ind ies Ord. BL. " "m wn, of & Colman ho patnes Ore. iby. e. 124 udson's Bay Q e 132 D^ 
Marchwiel Holdings New Ord, 5/- ee 7 B M ene * A" Ord, Bj Wu du "AD nternational Business Machines Capital $5 ..  .69 P. 
Wee m oz E E E Ec Ble 
an we D ro o e ER 
Metal Box New Ord. £1 mm : e e 43 Schwenpes Sachen Brewarles Grd, gi’ Se 3 Pan American 4 World Airways Ca Capital $i si 2 Ge 
Minerals Separation d sS e £j d Shell Transport & Trading Ord. 5j- ^ .. — .. 288 Zenith Radio Cor rporation Ca sel $ .. n 39 Lë 
Mulrhead Ord: 5/- Si ep m 2% ne Al 8. Smith (nglan ei Wu Gs At "i e 2 
Samuel Osborn 5j- ee on an we Al PX Bee Qu Sassin da NN Ud WEE 1 1.17 di tem Co 1 
Pyrotenax Ord. 54 "ee es se ou om Gë ESAME BLA. ee ee ee oe we dE American Electric Power Common $880. — 7 4 E 
Radio Rentals Ord Bj- se se se vu do Biplilers Ord Den e o en ee MB American Telephone and Telegraph Capital S338 9 $ 
Kawimios Oo M age: xoc ee e des vi Spillers New Ord. BL sa as o. an ee Ki Buckeye Pipeline Capital n.p "ei xm 
; Reyrolle (A) Ord. £L .. — .. ae, wn M. MD ‘ Seat Ord’ te e 0n .39 ommo a Bower & bight i Sc $12.50.: e N S 
leen Ord, £1 Sio. ne 8 Tesco Stores (Hol ) Kew Ona il- e 4 Yilinois Power Comm bo M NE S 
;]  Spleax-Sarco Engineering Ord, Sie a» o — 4 evelopment Group Ord. gi." "E inter Provincial Pipeline capital's t f SI 
ae Steetley Ord. Ar Sons orai 7 T I B Unilever © Ord. BL, 095 en RT Bes les Gas Light and Coke Capital n.p.v. s. 9 e 
jp dob Syndicate ws Ord ÈL e n x United Drapery Stores Gei, Ble oe IG Pathe Borla ie e ana Gommonipv; à A 
a F €t A1) £y Hh Y ee Mann Ord, Bt, m on om an oh? Suburban Gas Common $1. Sie ae ee AT d 
d Thorn, Eleatrical Industries A Ord. 5/ en 2.43 Whitbread "A" Ord. 5/- ` T > 
* own & Commercial Properties Ord. 4/- — .. Z} Whitbread “A New Ord. BI So uO Ou UT GE E, Sets Sa CS 


22 Ward & Goldstone Ora, B .. ve oe as we E 
d BEE Loc LG) TOTAL MARKET VALUE OF THE TRUST FUND ON 8th AUGUST, 1963 WAS 27,388,541 


ERE UR E ME AI Dor E ai? ZS n e 3 : d a rk E ei Ka v F te x 
P EN 4 E E De "ef Ze d SS gt vr | Je By ; vet a ere i CY E Rn A uu 
Z " an Us : WH t TENE om r P ` . Déi Za d E È BA SS Se G SE LAUS 





v. "m 
or c K 4 Pe tpe 


Q Why are Capital Units suitable for many trustees ? : Q Are Capital Units easy y to buy and sell? 
A Because they meet the needs of trusts set up on behalf of A Yes, units can be bought at the quoted offer price direct 
minors and others, where the immediate income is‘ less from the Managers or through qualified agents (banks, stock- 


rtant than the ultimate growth in capital (and income brokers, solicitors or accountants). At any time the Managers 
amano i r ; à will buy back units, at the published bid price, and the cash 


Q Are there other advantages relevant to trustees P i Will be available within a few days. 
Yes. Income, which is normally distributed half-yearly; can a 
> A be automatically reinvested in further units at no extra cost. Q Are the Managers’ charges heavy P 
In the Jong run this can help significantly to build up capital A No, there is an initial charge of 33% on capital included in the 
without inconvenience to trustees, published offer price of the units. Out of this the Manazers 
, pay 1195 commission tọ qualified agents. A half-yearly charge 


Q What abòut the Trustee Investments Act, 1961? 3/90 on each £100 investment is deducted from income 
A Capital Units are an authorised wider-range investment under defray running costs, 
this Act. 'The spread of investments helps meet the require- Q How have Capital Units fared so far? 


ments of the Act. : A Since Capital Units were formed in December 1958 an Invest- 

ment of £100 has grown to approximately £170. (All net income 
The offer price at 28th August was 8/34, giving on estimated gross ara nd The income from this investment amounted to 
commencing yield of £3. 2, 0d.75 p.a. £5. 3. 5d. for 1962, 


FOR FURTHER INFORMATION SEE YOUR STOCKBROKER OR CONTACT SAVE AND PROSPER GROUP, 30 CORNHILL, LONDON, E,U.3. 
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-you can buy 
3 computer 





If you have abandoned the idea of using a computer 
because of the prohibitive cost — this announcement will 
give you fresh hope. If you've never seriously considered  . 
having a computer at all — this advertisement will make E 
you think. x 


DN 


UNIVAC SS-80 medium-sized computer systems 
have been successful throughout the world and some - 
large users are switching over to more powerful UNIVAC 
installations. As a result, there are a few SS-80's going 
for little more than half their original price — from £50,000 

to £87,000. l 


What do you get for £87,000? A complete high-speed 
magnetic tape business data processing system — which 
A cuum T à o is second to none in its class. This compact system is 
"LE E m | sufficiently powerful to handle all the data processing SCH 
) work for any but the largest business. The United 
Kingdom installations have proved exceptionally successful. 


With UNIVAC SS-80, you get a system which is thoroughly tried and tested. There is a large body of 
previous knowledge and an extensive program library at your disposal. The full services of the UNIVAC 
experienced staff are, of course, included as part of the purchase price of your system. 





What do you lose? Nothing. UNIVAC are backing this offer with exactly the same guarantee and main- 
tenance terms provided with new installations. i 


- What could. an SS-80 mean to your business? In day-to-day work, UNIVAC SS-80 can handle all your 
accounting and other clerical procedures with speed, accuracy and efficiency. On the management side, 
UNIVAC SS-80 will, by producing statistical and other management information, give you new insight 
into the progress and prospects of your business. It will be equally effective for semi-technical applications 
such as linear programming and critical path. 


A letter, or better still a telephone call will bring you complete details of this outstanding offer. 


P 


. UNIVAC COMPUTER DIVISION, Remington Rand Ltd 
(Dept Ac. 1) 65 Holborn Viaduct, London ECI. Telephone: CENtral 1010 
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The Accounting World 


Topics of Professional Interest from Other Countries 


GERMANY 


Ledgerless Accounts and Tax Law 


HE question whether ledgerless accounting is 

in accordance with tax laws requiring proper 
books of account to be kept was the subject of a 
recent order made by the Minister of Finance of 
North-Rhine-Westphalia, and agreed with the other 
State Ministers and the Federal Government. In 
ledgerless accounting, although a control account is 
kept for debtors and creditors, individual ledger 
, accounts for each are dispensed with. Thus, the 
" books do not comply with the provision that they 
should inform the business man of the state of 
debts due to or by him. 

Although the form of any particular system depends 
upon the size and type of firm, satisfactory systems 
of ledgerless accounting call for the fulfilment of 
certain conditions under the 
Invoices and statements (original or copy) received 
or rendered must be filed chronologically, totalled 


daily and the daily totals journalized to the ledger . 


accounts, Adding-machine or other listings supporting 
these entries must be kept for ten years. Daily 
journalization and ten-year retention also apply to 
receipts and payments on these accounts. 

A second copy of the invoice or statement must 
be filed until paid in another order permitting the 
7~ascertainment of amounts due to or by particular 
suppliers or customers. They may be filed nominally, 
or geographically, by salesmen or by payment 
district, or by.due dates. When paid, these copies 
must be marked accordingly, filed in one of the 
above-mentioned orders and retained for ten years. 

The balances of the control accounts must be 
reconciled from time to time and the periods specified 
for this task must be adhered to. ‘The chronological 
file of copy invoices will also satisfy the tax require- 
ments concerning receipt and issue of goods. These 
regulations apply equally to a punched-card system 
of ledgerless accounts. 


Tax Advisers! Congress in Cologne 


‘HE 1963 congress of the Fachinstitut der 
Steuerberater (tax advisers) will be held in 
" Cologne from October 21st to 23rd: next. The 
programme will include lectures by Gerhard Thoma, 
President of the Institute, Walter Gmund, of the 
Federal Ministry of Finances (‘Current financial and 
tax policy’), Wolfgang Mersmann, President of the 
Federal Finance Court (‘Corporate tax problems’), 
and by Dr Conrad Böttcher, of the Stuttgart 
Technical College ("T'ax and business laws affecting 


Minister's order. . 


family firms); a umbe of members of the Institute 
will speak on -special aspects of taxation. A general 
discussion led by Dr Walter Eckhardt will be devoted 
to back-duty proceedings. Further information can 
be obtained from The Fachinstitut der Steuerberater, 
Werderstrasse 2, Cologne 5. 


Membership: Institut der Wirtschaftspriifer 


HE trend towards a fully graduate membership 
of the Institut der Wirtschaftsprüfer is clearly 
shown in a table in Die Wirtschaftsprüfung of 
August 15th, 1963. Whereas in 1945 only 30 per cent 


‘of the membership did not have degrees, the pro- 


portion of members admitted between 1945 and 
July 1963 in this category had fallen to 13 per cent. 

In 1962 only four of the ninety admissions were not 
graduates; so far no non-graduates have been admitted 
in 1963. On July 2oth, last, the total membership of 
the Institut was 1,647, of whom I,311 were graduates. 


FRANCE 


Deductibility of Christmas Gifts 
HE Conseil d'Etat in November 1959 laid down 
conditions according to which Christmas gifts 
by firms to third parties were deductible for tax 
purposes. They must be legal and attributable to the 
satisfactory operation or future development of 


.the business. Thus, gifts to named customers are 


deductible provided that they are not illegal and do 
not represent a disproportionate value. A com- 


.mentator in the July bulletin of the Société de 
` Comptabilité de France points out that to be 


deductible the gift must not contravene any of the 
State's laws, and not merely the tax code. 


AUSTRALIA 


Case for the Defence 


N recent years, certain companies listed in the 

.Sydney Stock Exchange have made large losses 
and, inevitably, the question of responsibility has 
been raised. A number of financial writers have 
placed varying degrees of blame upon the auditors. 
and accountants of the companies in question and, 


indeed, upon the professional bodies who, as one 


critic put it, ‘must become more vocal i in explaining 
their duties and responsibilities’. 

Accepting this challenge, The Australian Chartered 
Accountants’ Research Society (New South Wales 
Division) invited Mr R. A. Irish, Fic.a., to give a 
paper at its eleventh annual congress earlier this 


1382 ` 


summer with the provocative title ‘Should we blame 
the auditing profession?’ In it, Mr Irish, who does 
not pull his punches, frees the financial writers from 
many foolish notions about the responsibilities of 
auditors. He explains to them what a balance sheet 
is and, even more important, what it is not; goes.on 
to define the principles applied in striking an 
-equitable balance of profit or loss; and relates all this 
‘to the auditor's duties to the shareholders. E 
: He points out that the published financial account 
are primarily the directors’ concern and lists a 
number of points which they should observe. First 
of all, they should know the vital facts about the 
company's business and be satisfied that the infor- 
mation they receive from lower levels of management 
is reliable, particularly with regard to such factors as 
stock values, doubtful debts and depreciation 
.provisions. They should ensure that the accounts 
disclose the facts frankly and that their accompanying 


report indicates all important commercial and . 


financial developments which may affect future 
trends. Further, they should remember that they 
‘are reporting .to potential as well as to present 
shareholders and, finally, they should produce the 
accounts as soon as possible after the balance sheet 
‘date. oe 

Mr’ Irish deals also with shareholders, stock- 
brokers and financial writers themselves in all of 
whom he would like to see a greater awareness of 
what accounts really mean. Much misunderstanding, 
he says, is caused by the inability to- distinguish 
,between fact and. opinion and he deprecates the 
practice of giving advice to investors based on. gossip 
.and.rumour instead of on accounting, statistical and 
„economic techniques and reasoning. 2 


UNITED STATES. | 


Referrals by Professional Accountants ` ` 
| ÆR ARTHUR M. SARGENT, c.p.a., executive 
.V A director of the California Society of Certified 
Public Accountants, discussing the broad subject of 
referrals by one C.P.A. to another, in The Journal of 
Accountancy for July, points out that a high moral 
question may arise 1f a referral may, in a particular 
case, be considered a good thing from the client's 
point.of view but a bad thing for the C.P.A. He reports 
‘the results of a questionnaire sent out to one hundred 
C.P.A.s of the California Society, distributed among 
its twelve branches and comprising large, medium- 
size and small firms. _ a 
Mr Sargent concludes that almost all agree -that 
C.P.A.s are moving in the direction of specialization 
‘and. that referrals are becoming essential. The trend 
seems to be away from referral fees and any specific 
protective code, but in the direction of a well recog- 
nized, generally adhered to code of professional 
courtesy. Above all, lie urges that the client's interest 
is-paramount and the profession will suffer if it does 
‘not act accordingly. The ‘client must be allowed to 
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seek services where and when he pleases, and any 
attempt by the profession to limit this right wouldg 
react to its own detriment. The profession must find 
the way to provide the best possible service to the ' 
client, and in this age of specialization this will mean 
referrals with, sometimes, the loss of a client. Other- 
wise the client may turn elsewhere, to competitors 


who are not C.P.A.s. 


NEW ZEALAND 


,  -Citizen's Tax to replace Rates 
.'CITIZEN'S tax for local bodies is to be con- 
sidered by a committee representing the Treas- 
ury, the Department of Internal Affairs and the 

Municipal Association. ` 
"The committee is expected to.produce a workable 
plan for tlie taxation of citizens who are not ratepayers. 


As. a result of a ‘deputation from the Municipal ` 
Association. to. the Prime Minister, the proposed 


committee will also consider the Association's case 
on the danger of the local bodies finance corporation 


‘proposed by the Royal Commission on Local Body 


Finance, on the payment of rates on Crown properties 
and subsidies on water and sewerage services. 
- In its submissions the Association stated that the 


-population in the average municipality could be 
‘divided into three roughly equal parts: ratepayers, 
non-ratepayers who were wage-earners, and younger 


people in neither of these two groups. The provision 
of amenities was shouldered by a third of the com- 
munity — the.ratepayers — and the burden in many 


. areas had reached the limit. The Association, there- 


fore, sought approval for a form of taxation which ` 
would produce additional revenue to relieve the^ 


burden of the ratepayers. - 


RHODESIA 
The Rhodesian. Society of Accountants 


A(R CECIL. FELIX BUCKLAND, r.s.4.4., 
C.A.(S.A.), C.A.(S.R.), partner in the firm of 


‘Deloitte, Plender, Griffiths, Annan & Co, of Salis- 
‘bury, has been elected President of The Rhodesian 


Society of Accountants for 1963-64. | 

Born in East London, South Africa, in 1903, Mr 
Buckland served his articles with his present firm in 
Johannesburg. He first came ro Rhodesia in 1928, 


becoming a member of the Rhodesian Society in 1934; 


be has been a member of the Council since 1954. 
Mr Alan Underwood, F.c.a., C.A.(S.A.), C.A.(3.R.), ; 


‘of Bulawayo, and Mr William Alexander Duff, C.A., 4 


C.A.(S.A.), C.A.(S.R.), of Salisbury, have been elected 
Senior ‘and Junior Vice-Presidents, respectively. 


yis | . Annual Report 
The forty-fifth annual report of the Society for the 


'year ended March 31st, 1963, presented at.the recent 


T 
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annual. meeting -öf ` the Sociéty, records a total 
membership of 616. 

During the year, thirty-two clerks entered articles 
compared with thirty and twenty-nine in the two 
preceding years respectively. The rate of intake of 
articled clerks, the report states, continues to fall 
short of the minimum. necessary to ensure proper 
development of the profession in Southern Rhodesia. 
In its decision to maintain the higher entrance 
standards introduced in 1960, the report adds that 
the Council of the Society is convinced that these 
standards are fully supported by the Parker Report of 
"The Institute of Chartered Accountants in England 
and Wales, the report on education and training 
recently produced by the Public Accountants! and 


Auditors’ Board in South Africa, and by the experience 


and advice of universities and other bodies concerned 
with higher education. 
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The second winter school to be held at Livingstone, 
organized by the Bulawayo District Society, w 
attended by eighty members of the Society and th 
third winter school held at Inyanga from June 7th- 
rith last, organized by the Salisbury District Society, 






was attended by a similar number of members. The 


report records the Council's satisfaction that this 


annual event has now become firmly established. 


Referring to the. work of the Council and its 
committees the report states that on tax legislation, 
representations made by the Council resulted | in 
certain amendments, and a number of suggestions 
were noted for incorporation in future proposed 
legislation. In addition, a careful watch has been 
taken for any retroactive legislation which might 
adversely affect taxpayers and several matters on 
the subject have been taken Hn we the Federal 
‘Treasury, : | | 
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Weekly Notes 
EUROPEAN CONGRESS OF ACCOUNTANTS 


URING this- week-end and on Monday, 

accountants from twenty-one European countries 
will be arriving in Edinburgh for the European 
Congress, organized by The Institute of Chartered 
Accountants of Scotland, which opens next Tuesday 
afternoon. To judge by the varied programme of 
business sessions, social functions. and tours to 
places of scenic and. historical interest which has been 
arranged (as previously announced in The Accountant), 
the Congress should prove not only an outstanding 
success but a splendid opportunity for members of 
the profession in Europe to become better acquainted, 


ACCOUNTING HISTORY EXHIBITION 


S a precursor to the Congress, the exhibition 


on European Accounting History at Chartered 
Accountants’ Hall, Edinburgh, was opened last 
Monday by The Earl of Crawford and Balcarres, 
K.T., G.B.E., D.L., chairman of the trustees of the 


National Library of Scotland and chairman. of the . 
among .his other . 


National Gallery. of Scotland; 
distinctions and honours are those of being a trustee 
of the British Museum and a past rector of St 
Andrews University. Lord Crawford's family down 


the years has lien s a prominent interest in | matters 
relating to the sciences and arts, and it is interesting 
to note that the library of his great-grandfather was 
given to the Royal Observatory (Edinburgh), a number 
of volumes from which have been included in the 
exhibition. 

In the course of tis remarks, Lord Crawford iid: 
‘This exhibition is an international one and-I am 
glad to see how many different countries have lent 
exhibits z. . this is as it should be because the 
profession is also an international one. 

- "The international element is very clear, tóo, in mde: 


history of the profession. as displayed in the admitable 


catalogue and ‘in the exhibition. From Italy, from the 
East, from all over the world, contributions have been 
made to the history of accountancy, and I am glad to 
see that Scotland has played its part. The way in 
which the history of accountancy has been displayed 
here is quite fascinating. Even a layman — even those 
of us who “‘Recollected with tears, how in earlier 
pk we had taken no pains with our sums" cannot 

t realize how .fascinating this milestone in the 
history of human progress can be. The exhibition, 
is not, as it may have sounded, a valley of dry 
bones; accounts ate among the most fascinating 
things i in the world’. 

Mr Alexander McKellar, C.A., President of the 
Congress, in thanking Lord Crawford, said that 


he hoped the exhibition (which will be open 


throughout the period of the Congress) would be of 4 
interest not only to accountants but also to the ~ 
general public. He expressed, on behalf of himself 
and of the Congress Policy Committee, great 
appreciation of the work of Miss Anna Dunlop; the 
Scottish: Institute's Librarian in Edinburgh, in 
collecting the exhibits, in.designing : and assembling 
the. display, and. indeed, in creating thé exhibition. 
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THE ASSOCIATION’S EXAMINATION 
RESULTS 


HERE were 3,820 candidates for the June 1963 

examinations of The Association of Certified 
and Corporate Accountants, of whom 1,571 were 
successful - fifteen passing with honours. 

In Section II of the Final there were 362 candidates 
of whom 134 (37 per cent) passed. The First Place 
was won by Mr J. Lewin, of Wideopen, Newcastle 
upon Tyne; Second Place by Mr G. M. Elbourne, 
of London, and Third Place by Mr R. C. Dendy, also 
of London. In Section I a total of 620 candidates sat 
of whom 130 (21 per cent) were successful. The First 
Place was won by Mr R. Green, of Wolverhampton; 
Second Place by Mr W. J. Norburn, of Sevenoaks, 
and Third Place by Mr E. J. Bridgewood, of Walsall. 

There were 960 candidates for Section II of the 
Intermediate examination, of whom 375 (39:1 per 
cent) were successful, the First Place being won by 
Mr A. C. Bird, of London; Second Place was won 
by Mr M. A. Simmons, of London, and Third 
Place, by Mr E. A. Esa, “also of London. In Section I 
there weré 1,725 candidates, of whom 854 (49:3 per 
cent) passed; the First’ Place and Prize being won 
by Mr C. A. Harvey, of London. 

In the Preliminary examination there were 153 
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candidates of whom ‘seventy-eight (51 per cent) 
passed. 

The names of the successful candidates in Sections 
I and II of the Final examination, together with a 
summary of the complete results, appear elsewhere 
in this issue. 


EXPORT CREDIT GUARANTEES 


NCREASING competition in the world’s markets 

between the main industrial nations is making the 
provision of adequate credit facilities for exporters of 
vital importance. In most countries Governments 
play an important role in this field and in the United 
Kingdom the Board of Trade’s Export Credit 
Guarantee Department covers most of the insurable 
risks of exporters. Competition since the end of the 
war has forced these bodies to extend ever longer 
periods of credit to the customers of exporters, so 
much so that the Berne Union has consistently sought 
to persuade its members to refrain from competing 
in increasingly generous terms to encourage overseas 
trade. Nevertheless, the practice of ‘matching’ 
competitors’ credits has persisted and, in the United 
Kingdom, the banking system has in recent years 
begun to play an increasing role in providing finance 
for this purpose. 





At the exhibition on Seen Accounting History i in Edinburgh (referred to on the opposite m Miss Anna Dunlop, 
the Scottish Institute's Edinburgh Librarian, shows one of the exhibits to the Earl of Crawford and Balcarres, K.T., G.B.E., 


D.L., (second from left). Mr Alander McKellar, c 


C.A., President of the European Congress, is on the right of the picture 


with (left) Mr E. H. M McDougall, Congress Secretary. 
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À review of the facilities.offered by the E.C.G.D. 
by the Federation of British Industries offers some 
criticisms of existing facilities and suggestions for 
improvement, The F.B.I. affirms the opinion of the 
Radcliffe Committee that the E.C.G.D. should offer 
cover for specific risks instead of virtually insisting 
on comprehensive cover. In other words, the E.C.G.D. 
should adopt a more favourable view of ‘selected 
markets and customer’ cover, as well as of ‘split-risk’ 
and ‘reduced percentage of loss? cover, which many 
exporters require. 

The truth of the matter seems to lie i in the fact that 
the E.C.G.D., like any other department, is not 
prepared to take undue risks with public money. 


1 Overseas Trade Policy: Export Credit and Credit Insurance. 
Federation of British Industries. Price 75 6d net. 
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What it loses on the swings it makes up on the 
roundabouts, i.e. ‘bad’ risks must be offset by ‘good’ 
risks. On the other hand, the need to ensure that 
British exporters are given every possible aid, and * 
that in no case are they placed at a disadvantage ^ 
with their competitors, may compel a review of the 
dyes principles underlying the activities of the 
E.C.G.D. Sé 


UNITED KINGDOM BALANCE OF PAYMENTS 


HE improvement in Britain's balance of payments 
which first began to appear in 1961 continued 
into 1962 so that for that year there was a surplus on 
current account of £74 million, the first surplus 
since 1959. The improvement was recorded in both 





This is My Life... 
. by An Industrious Accountant 
| CHAPTER 188 | | 


ere mi ne Tn - € 


CHERÉ'S a lot to ‘be ead for learning new y skills. 
I remember reading long ago how that tough 
old Roman, Cato, was eighty years old when he 
decided to learn Greek; a story which typifies the 
wonderful human faculty of striving ever upwards, 


of exploring the unknown, of achieving new heights | 


of wisdom and sanctity, of saving the helpless from 
hardsbip and suffering. .. . But, unfortunately, it 


can be expensive sometimes. Take office machines, 


for example. 
. A lot of highly-qualified accountants tend to look 
down on mere crude mechanical devices, preferring 


to concentrate instead on superior mental talents such ` 


as executive and administrative skills. ‘They:see them- 

selves wielding the chairman’s gavel in the tense 
cut-and-thrust of multi-million boardroom decisions, 
or perhaps. sitting watchful and alert like grey 
eminences behind the throne. “Nay, sire, dally no 
longer.:Galleons before gauds’. 


What I really mean, coming back to the pine: is 


‘that some of us can’t use accounting EE And 
that's a pity. 


I remember, as an articled clerk, going on a big: 


- audit with our team of experts and finding two 
extremely pretty girls ensconced at the far end of 
the room allocated for our use. ''hey were extending 


and totting voluminous stock-sheets, on calculating. 


machines. Our senior-in-charge disliked their presence 
— and their noise; we rank-and-file pleaded for 


Teniency. We might learn something from- them, we 
said hopefully (referring to the. machines, of course); 


but the senior said ambiguously that we had come 
here to learn something different. So the situation 


continued on an exploratory and/or provisional basis 
for some days, until a loud crash signified that one 
of the machines had been pushed off its desk. Its 
buxom operator complained that a particular articled 
clerk had bumped against it; it was undeniable that 
he had continuously brought his problems to ber for 
solution. His excessive zeal to familiarize himself 
more closely with figures E sanea a stiff ipee 
bill to his reprimand: ... - 

Years later I recall trying to fathom another 


‘machine; this was a cylindrical unit with a crank, 


operated. with bewildering speed by a supercilious 


young man. He treated me rather loftily, confusing 


my processes irretrievably, when I tried my hand 
at it. All my calculations worked out at a hundred 


-times too much, and then when laboriously reworked, 


appeared at a tenth of the right amount. ‘Out, — 
damned spot’, as Lady Macbeth said. I stayed late 
one evening and put in some intensive practice . l 
until the infernal contraption jammed. I sweated 
blood trying to fix it, finally slinking away, miserably 
conscious of my moral obligation to replace it at my 
own cost. My mortification was not lessened the next 
morning, when its supercilious. owner started it 
without difficulty. 

Since then I've studied the instructiori book, and 
now keep a streamlined model with a small keyboard 


on my side-desk; this I use for simple calculations 


when unsophisticated visitors are present. They are 
usually quite impressed, particularly as I put in some 
unnecessary flourishes. I avoid decimals, needless to 


. say. Actually, this model is extremely easy to operate, 


but it serves as an invaluable exercise in one-üp- 
manship with our junior auditors. I never know why 
their principal doesn’t have them learn the technique. 
On many jobs, like percentages or extensions, ney 
cut the time significantly. 

Now we've bought: a ponda new electronic 
calculating machine whose figures flicker like magic 
on a lambent: register, fast, , delicate, fascinating; 


A 


"Though costly, its quite simple to handle, see . 
. Hell's bells, what's that smoke SE out of it? 
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the invisible as well as the visible account, net 
invisible earnings in 1962 recovering from £96 
} million in the preceding year to £142 million. On 
capital account there was a net outflow of Lon million 
` in 1962 following the abnormal inflow of £46 million 
which had been recorded a year earlier, but the net 
outflow is still well below the figure for most years 
before 1961. 'The balance on visible trade showed a 
happy improvement since the disastrous deficit 
of £378 million recorded in 1960; the deficit for 
1952 was only £68 million. Any satisfaction that 
these figures for 1962 may generate needs to be 
moderated in the light of Britain's long-term needs 
on its balance of payments account. | 
The appearance of the latest estimates is marked by 
the publication of a new statistical publication in 
place of the half-yearly White Papers) This Central 


Finance and 
Commerce 
Judge’ and ‘Jury’ 


ET HE accounts of Jury Holloware Ltd are the 

subject of the reprint this week, They may be 
read against the background of unrest among the 
company’s shareholders which led to board changes 
at the company's annual meeting last Tuesday. The 
company is old-established in the vitreous enamel- 
ware trade. 

Unfortunately, the figures of recent years have been 
tending downward. ‘There was a trading loss for the 
year to March 31st, 1963, of £3,264 against the 
previous profit of £81,683. Group loss for the year 
before tax was {42,655 against the previous profit of 
£35,732, and there is:a net loss for the year, after tax, 
of £31,655 against a profit of £20,812. The tax 
element this time, it will be seen, is on the credit side 
to the order of {11,000 and to that extent lightened 
the weight of the loss for the year. 

Mr R. B. Williams, the chairman, noted in his 
statement with the 1962 accounts that the company had 
had virtually no tax liabilities for a number of years 
due to the bringing forward of tax losses and capital 
allowances. These, he then said, had been exhausted 
and the necessary provisions for income tax and 
profits tax on that year’s profits amounted to £14,920, 
which made the net after-tax profit of £20,812 
mentioned above. | 
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Statistical Office publication is the first of the new 
annual series, but in addition to the 1962 figures it 
contains revised estimates for the earlier years. 
These revisions have had little effect on the overall 
picture for those periods. For the statistically-minded 
this publication contains twenty-two tables and, 
more important, it gives details of the compilation 
and basis of all the tables. There have been improve- 
ments in the reliability of the estimates relating to 
the earnings from shipping, as well as of travel. 
New figures relating to civil aviation transactions are 


‘now produced; in 1962 there was a net credit of £22 


million. for the United Kingdom. The annual 
publication apart, quarterly figures of the balance of 
payments will henceforth appear in Economic Trends. 


1 United Kingdom Balance of Payments, 1963. H.M.S.O. 
Price 5s net. 





Dividend Record ; 

'The company's experience since the war is summed 
up broadly by its dividend record. Starting from 1948, 
there were three years at 10 per cent. Then came 
123 per cent and then 15 per cent for each of four 
years. And then three years without dividends. 
Payments started again with 3 per cent for the year 
to March 1959; then 74 per cent, 10 per cent and back 
to 7$ per cent. And the company is now again off 


the dividend list. 


Mr Williams says this year's disappointing result 
is due almost entirely to a reduction in sales of the 
two main products. Production costs have risen, but 
because of the reduced demand and of the need to 
maintain competitive prices, no corresponding 
increase in selling prices was possible. 

Sales of ‘Judge’ enamelware were only ‘slightly 
higher’ but there was a ‘substantial reduction’ in 
trade enamelling under contract, the largest contract 
terminating early in the year when -the customer 
opened his own enamelling plant. 

The future of that section of the business, says Mr 
Williams, depends almost entirely on increased sales 


of ‘Judge’ enamelware, but the task, he adds, is made 


more difficult ‘by increasing imports into the United 
Kingdom from Soviet satellites and China of enarhel- 
ware at "political " and dumping prices, under trade 
agreements negotiated with the Board of Trade. 


` Since 1954’, he says, ‘your company has been denied 


the traditional markets overseas for its enamelware 


- on account of dumping by Hong Kong and other 


low cost producers’. 


Severe Setback 


Jury has also been unfortunate on the plastics side of 
the business. The report lists over forty articles of 
plastic construction useful around the house, and the 
company is also making P.V.C. (plastic) rainwater 
goods. i 
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Mr Williams refers to plastic houseware sales 
suffering a ‘severe setback’ both in value and quantity. 
The department's profit was ‘considerably reduced’ 
by continued severe competition. The value of this 
market as a whole, he says, has fallen to a marked 
degree since the company started production eight 
years ago. Products are now selling to the public at 
prices ĝo per cent, in some instances, below the level 
of four years ago. 

He admits that he was too optimistic when he 
expressed the hope last year that the rainwater goods 
section would be making a useful contribution to 
profits by March 31st, 1963. ‘Tooling and production 
of the system was not completed until November 
1962 due mainly to delays in the delivery of tools. 
Then came the severe winter and building standstill 
since when sales have been disappointing. Given 
time, he believes it will do well but its development 
has been costly and, he says, ‘It is clear that it will 
take a good deal of time and effort to become 
established'. 

Facing these facts, the directors have looked for 
new lines. In July 1962, the Scanfrost commercial 
tefrigeration plant business, making refrigeration units 
that can be extended as required, was bought for 
£10,000. The investment in it amounts to £50,365 of 
which £34,455, representing development expendi- 
ture, goodwill and premium paid, has been written off; 


THE 
ACCOUNTANT 


September 7th, 1963 


Reappraisal 


As part of a ‘searching reappraisal’ of the whole of 
the company’s operations, a firm of management 
consultants was called in by the board to report on the 
company's organization and methods. Their verdict 
was that the company's internal organization was 
‘basically sound’, Certain recommendations which 
have been adopted, says Mr Williams, are in the main 
directed to the tightening up of existing procedures, 
but they are likely to have only marginal effect on the 
profitability of the company as a whole. 


“The report confirmed that the absence of sales 
was the principal cause of the reversal of fortunes and 
their proposals to stimulate sales have been put into 
operation.’ While it is too early to say what the effect 
of these will be ‘sales during the first three months 
of the current financial year show a slight increase 
over the corresponding period of last year’. 


Meantime, more working capital has been needed a 
to finance the development of plastic rainwater 
products and the acquisition and development of 
Scanfrost. All tbe outstanding {45,000 of First 
Mortgage Debenture Stock was therefore redeemed 
and increased overdraft facilities have been granted 
by the company’s bankers, with the loan secured by a 
first fixed and floating charge on the company’s 
assets and undertaking. 





JURY HOLLOWARE LIMITED 


CONSOLIDATED PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 3lst MARCH 1963 


1962 
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£ £ £ £ 
Profit 81,686 TRADING LOSS FOR THE YEAR : A 3,264 
Add 45 Less — Interest on Government Stock 
81,728 3,219 
less . 34,815 Add — Depreciation bs D 30,604 
500 Auditors' Remuneration : Va zs 500 
Remuneration of Directors: 
1,950 Fees.. 1,100 
5,450 Remuneration for management and other emoluments . 4701 
1,500 Pension to Past Directors ix Vs Ss Sa E Fen 
8,000 7,301 
2,681 Interest on First Mortgage Debenture Stock J,031 
£45,996 39,436 
Profit 35,731 GROUP LOSS FOR THE YEAR BEFORE TAXATION . 42,655 
i Less — Provision for Taxation 
e 10,420 à Income Tax aou: in 1263) . ; 3 š 11,009 
4,500 Profits Tax g M i Së Di — 
£14,920 11,000 
Profit 20,812 NET LOSS FOR THE YEAR ate s eg 31,655 
Add 39,551 Less — Balance brought forward from last year (credit) `. i vx T "T ge T 49,260 
60,363 17,605 
37 Less — Premium and costs on redemption of First Mortgage Debenture Stock n 1,872 
500 ` Amount paid on acquisition of Goodwill and Trade Marks written eff js T -—— 
Development expenditure in Subsidiary written off " i is 13,669 
(74% Less Tax) 10,566 Proposed Ordinary Dividend Ee Ce D — 
11,103 15,541 
BALANCE CARRIED FORWARD TO NEXT YEAR: 
49,280 Parent Company 2,064 
— Subsidiary Company — 
£49,260 £2,064 
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CITY NOTES 


HE equity market has forced itself into another 

spurt which has taken The Financial Times share 
index to another new peak for the year. The back- 
ground to the rise is the familiar one of small investor 
support for secondary equities, with the institutions 
still more inclined to wait and sée rather than to buy 
in a market so short of shares that even the merest 
whisper of institutional buying is apt to push prices 
, sharply higher. 
Whether or not the institutions are prepared to 
continue to watch the equity market creeping 
gradually higher is a matter for some conjecture. 
Small investment buying is presumably based on the 
assumption that even if the political risk is there, it 
is still far enough off to provide scope for profitable 
stock-market operation in the interim. : 

Meanwhile, institutional money is still fowing i in 
good measure into fixed interest stocks and into 
property mortgage debenture financing. The latter 
is particularly remunerative since it allows forward 
placing of substantial sums at high interest rates. 

This week the Yorkshire Insurance Company and 
Barclays Nominees have contracted to lend up to 
£3 million to the Centrovincial property development 
group at 6$ per cent on a debenture basis over the 
six years beginning April rst, 1965. 


* * * * 


CCORDING to Samuel Montagu & Son, the 

bullion brokers and bankers, the present record 
price of 111} pence an ounce for silver is unlikely to 
stay a record for long. T'he autumn is usually a period 
of strong demand for silver and prices are nearing the 
level at which U.S. Treasury silver is available in 
bullion form in New York or San Francisco. This 
supply, Samuel Montagu consider, ‘may well be 


Eod in the coming weeks, which would sach 
lead to an increase of about ldi in London quotations ' 
to a peak which may. remain Ee for many ` 
years’. 
* d * * 

“HE recovery in the Retail Sales Index to 107 

following the two-point fall in June has led to 
City suggestions of possible purchase tax reductions 
in the autumn. At this time of the year forecasting 

a ‘little Budget’ is invariably a popular pastime, but 
providing buying incentive through purchase tax 
cuts is not a move to be considered in economic 
isolation. 

Capital investment incentives are only slowly: 
beginning to work through the economy. They may 
be working to better advantage in the autumn and the 
danger exists, theoretically at least, that consumer ~ 
and capital demand rising at once might overload the 
economy. From the political aspect, however, a ` 
little overloading might not come amiss, 

* * * a 


HE latest corporation borrowing terms -~ 

Huddersfield is borrowing £4 million in 5} per 
cent 1974~76 stock at a price of £97 ~ 10s per cent ~ 
make an interesting change from the comparatively 
recent trend against which there was finally. institu- 
tional investment rebellion. 

Of the £12 million Salford 5$ per cent 1986-88 
loan issued at £98 — 15s per cent, as much as 61 per 
cent was left with underwriters, the terms being 
censidered too long and too fine. 

The Huddersfield loan terms have reverted to a am 
decidedly more popular pattern of a medium-dated 
stock at a reasonable enough discount to give a 
fair redemption yield. 


RATES AND PRICES 


Closing. prices, Wednesday, September 4th, 1963 
Tax Reserve Certificates: interest rate 19.1. 63 24% 


Bank Rate 
Dec. 8, 1960 5% Mar. 8, 1962. 54% 
July 26, 1961 995 Mar. 22, 1962 5% 
Oct. 5, 1961 63% ^ April 26, 1962 44% 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Treasury Bills 
June 28 £3 14s o-sod%  Aug.2 £3 158 2:26d76 
Julys — £3 155 321d) Aug.9 — £3 13s 509d% 
July vo £3 15s 666d yo  Aug.16 £3 135 9°73d 70 
July 19 £3 15s 4:84d% Aug an £3 14s obod% 
July ap £3 15s 264d% Aug, ao £3 14s 544455. 
Money Rates 
Day to day 23-3 $70 Bank Bills x 
7 days . 4 2173875 2 months 3 8-3 5876 
Fine Trade Bills MUS 3months — 38-3875 
3 months 5-54 % 4 months 3%-3 8 / 
Qon. iiy 6 months. — 3i£-31$ 
months : 5 A i 


Foreign Exchanges 
New York 2°79% Frankfurt II'14f 
Montreal 3:021 Milan 17375 
Amsterdam oni Oslo 20:02 
Brussels 139°61 Paris 13°71 
Copenhagen 19°32% Ziirich 12:074 
; Gilt-edged 
Consols 4% "2 Funding 3% 59-69 93% 
Consols 24% - 46$ Savings 39$ 60-70 89% 


Savings 3% 65-75 
Savings 24% 64-67 93 
Tres’ry 54% 2068-12 100 


Conversion 6% 1972 107% 
Conv'sion 514 1974. 103 4 
Conversion 5% 1971 ror d 


Conversion 34% 1969 2 Treasury 5% 86-89 07% 
Conversion 34% Treasury 34% 77-80 83% 
Funding 54% 82-84 1038 Treasury 3195 79-81 Bai 
Fünding 4% 60-go ` 96% Treasury 2$ to 45% 
Funding 3% 99-04 724 Victory 4% : 983 - 
Funding 3% 66-68 ^ o24 War Loan "UR 64.45 
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Correspondence 
Letters must be authenticated by ‘the name and address of ` 
the writer, not necessarily for publication. The Editor does : 


not necessarily agree with, or hold himself responsible for 
- the opinions expressed. E" 


Finance Act Anomalies 

Sir, — Your critical leading article in the issue of 
August 24th on the 1963 Finance Act is welcome, 
but readers are bound to ask what prospects there 
are at this stage, of getting any or all of the 
anomalies to which you refer rectified or mitigated 
either by future legislation or concession. The fact 
that such a welter of nonsense is allowed to get on 
the statute book is surely indicative of the need for 
a complete overhaul and simplification of our- tax 
system in general, and of those taxes levied on income 
in particular. l M 

One of the most disturbing facts is that this kind 
of legislation is passed with scarcely a voice raised in 
protest by those. well qualified to demonstrate the 
absurdities of it. In drawing attention to the conse- 
quences of the passing of Schedule A there is at 
least one other glaring inequity which you have not 
referred to. This is the process by which the deduc- 
tion of owner-occupied. net annual value is excluded 
from computations of Case I and Case IT profits for 
assessment in 1963-64. as 
It seemed obvious from the time when the Finance 
Bill was first in print that a conspiracy was afoot to 
deprive the taxpayer of the age old principle that the 
.computation of profits should be linked to the 
financial events of the basis period. No sooner was 
the Bill published than a 'head office instruction' 
was issued to Inspectors of Taxes that Schedule A 
was not to be allowed as a deduction in 1963-64 
computations, This was followed shortly afterwards 
.by the use of printed forms 46A(X) for the agreement 
of computations in which an unamended Third 


Reading of the Bill was taken as a foregone conclusion. 


Even Inspectors of ''axes with whom I have discussed 
this procedure expressed their amazement, one even 
going so far as to say that he thought the whole thing 
must be a mistake on somebody’s part. ' 

"The result is now known, and only the feeblest of 
protests have been made in the course of the passage 
of the Bill through Parliament. The effect is that in 
spite of what the Chancellor has said both in his 
Budget speech and earlier, Schedule A tax on owner- 
occupied business premises will be generally collected 
twice over for 1962—63, and in some cases more than 
twice. I am tempted to wonder if the effect of this 
has been ignored in the forecast of revenue for 

71963-64, thus giving rise,to an ‘unexpected surplus’ 
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in prospect for the Budget speech of 1964, which will 


‘not be without its political significance. 


In much the same way the deduction of tithe 
in the same basis period has also been disallowed, 
which creates a serious hardship to the farming 


‘community in particular. 


Has the logic of all this completely escaped the 


various trade and professional associations and the 


like who claim to represent the interests of their 
members? If it has not, why has the impact upon the 
Treasury not been sufficiently strong to remove an 
injustice which if allowed to pass can only mean the 
establishment -of a precedent which any future 
Chancellor may choose to invoke? 

Is it too late even now to expect that under pressure 
from the business community and from practising 
accountants an autumn ‘little Budget’ could be 
introduced to put things right? There is at any rate 


Yours faithfully, 


Maidstone. R. W. SMITH. 


SIR, — It was gratifying to read your leader on ‘Finance 
Act Anomalies’ in your issue of August 24th, but 


I feel that you.have been far too mild in your 


castigation of this atrocious piece of legislation. 

. You have pin-pointed certain serious anomalies. I 
should like to direct attention to two further points 
which undoubtedly will cause grave concern. 

. Firstly, although paragraph 2 of the ‘Fourth 
Schedule seems to imply that allowable expenditure 
is primarily to be deducted for the year in which 
it becomes due, paragraph 17 (1) qualifies this and 


‘provides that where a deductible amount can be 


deducted for the year of assessment in which paid, 
it shall be so deducted, whilst paragraph 17 (4) 
provides that where a payment has already been 
allowed for tax purposes it shall not be deducted 
again. These provisions mean that as a general 
rule deductions will fall to be made on a 'payments' 
basis and when it comes to a deduction for the cost 
of providing services (central heating, electricity, 
etc.) where it has been the practice to agree liabilities 
on the basis of the cost of the services incurred for 
the year, landlords will not be able to deduct a full 
year’s cost against a full year's rent in the first year 
1964-65; this will be so since the first payment, say, 
for electricity, in 1964-65 will be for the last quarter 
of 1963-64 and will have been allowed in the 1963-64 
assessment, whilst the last quarter’s charge for 
1964-65 will not be paid until 1965-66 and on a 
payments basis will be primarily deductible from 
1965-66 rents. ' : 

' Secondly, looking again at paragraph 2 of the 
Fourth Schedule, it will be seen that a payment for 
maintenance or repairs, in order to be allowable, 
must have been incurred by reason of dilapidations 
attributable to a period falling within the currency 
of the lease and, moreover, a reference to the currency 
of the lease in this context shall not include any 
time before the landlord became the landlord of the 
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premises. Dare we allow ourselves to contemplate all 
the problems and arguments that will beset us if 
we are to examine and test every item of expenditure 
against this provision? 

It seems obvious that this new code for the 
taxation of rents has been drafted without any 
regard to its practical application. 

Broadly speaking, there are two types of landlords — 
the small individual with one or two properties, and 
the large property-owning companies. It is monstrous 
that- the small owner, or his professional adviser, 
should have to plough through such a maze of 
complicated legislation in order to tax him on his 
rents. As to the large property companies, it is 
madness run riot to ask them to produce the 
voluminous schedules that will be necessary to 
support their computations and which must be 
undertaken as a separate and additional task to their 
annual accounts which will be quite useless as a 
starting base. Why, oh why, was the opportunity not 
taken to assess property companies on a Schedule D 
Case I basis? — after all we have been doing just that 
for profits tax purposes for the last twenty-five years. 

Let us have no illusions about this new code 
of taxation. If it is really intended that the Act 
should be operated as it is drafted, it will give rise to 
so many arguments, and legitimate ones at that, 
that I can foresee that it will take three years to agree 
the first year’s tax liability. If, as will be necessary, 
wholesale concessions are to be made, this will 
amount to the worst condemnation of the drafting 
of the Act that could possibly occur. | 

Perhaps the best advice that can be téndered to 
the Government is ‘scrap this lot and try yet again’ — 
there is still ample time before the 1964-65 assess- 
ments need to be considered. 

Yours faithfully, 


Ruislip. K. PATTERSON. 


Accounting Principles and Business Reality 


Sir, — Arising out of the article by Professor H. C. 
Edey in your issue of August 24th, am I right in 
my assumption that the formula set out on page 227 
under the.heading ‘Alternative Formulation’ could 
be applied to plant purchase appreciations? 

For example: 


Capital cost of plant SS Se uc Xm d 


Interest which could be earned on outsid 
investments - Y s és = 


Period of years over which capital cost and ` 
interest are to be recovered Sé e = m 


I would appreciate the views of your readers as 
to whether the following formula-then applies: 
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Does this formula give the annual return required 
after all manufacturing expenses in order that the 
plant investment be worth while? 

Yours faithfully, — . 

London ECT. J. A. WRAIGHT, r.c.A. 


[Professor H. C. Edey writes: Either of the formulas 
given in Appendix I of my article, that in paragraph 2 
(or 8) or that in paragraph 5 (or 7), might be used for 
plant purchase studies. The choice depends upon the 
point of view. If the aim is to assess the maximum 
outlay justified, where the minimum acceptable rate 
of return and the net cash contribution, year by year, 
are assumed to be known, then the formula in 
paragraph 2 (or 8) is relevant. If, on the other hand, 
the rate of return and the cost of the investment in 
plant are assumed to be known, the formula in 
paragraph 5 (or 7) indicates the minimum annual 
cash contribution that would justify the investment. 
Ms formula is of course merely the inverse of the 
other. 


The same formulation can be used to ascertain the” 


annual rate of return from a project where the capital 


investment and the cash flow are both assumed to be 


known. In this case both C and d are known and r is to 
be found. (The arithmetic is a little more difficult as a 
trial and error process has to be used.) The value of r 
so found can be compared with the minimum rate 
acceptable; it is not itself, as your correspondent 
suggests, the annual rate of return required for a 
plant investment to be worth while: this can only be 
determined by reference to alternative uses of finance 
and in particular cannot be less than the rate of return 
that must be earned on the financial resources of the 
company in order to justify using them rather than 
returning them to shareholders or repaying loans as the 
case may be. (The formulation used by your corre- 
spondent is a little different from mine, as he writes r 
for the percentage rate instead of roor, as in my 
appendix.) l 

I should like to emphasize that none of these 
formulations can, by itself, give a firm answer to the 
question whether a particular expenditure should be 
made. My appendix deals only with the simplest of 
cases; anyone who wishes to apply these methods 
would be well advised to do some preliminary reading 
to reduce the risk of falling into one or other of the 
pitfalls. Suitable books are The Capital Budgeting 
Decision, by H. Bierman and S. Smidt, and a book 
shortly to be published, by A. Merrett and A. Sykes, 
called The Finance and Analysis of Capital Projects.| 


Pre-Examination Revision Courses 


Sin, — I should like to extend my sincere thanks to 
the staff of the Commerce Department of the Swansea 
College of Technology for arranging an excellent 
revision course for articled clerks sitting the recent 
Intermediate examination of The Institute of 
Chartered Accountants in England and Wales. 

The course, held during the four weeks prior to 
the examination, was arranged by three chartered 
accountants on the staff, who obviously realize the 
benefits to be gained from such a course. I feel they 
deserve the highest credit for their work. 

I understand the course was introduced two years 
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What puts the H-400 so far ahead? 
one answer is EASY 


1st in a Series 


M 
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NS 


SS 


Fuelled by our Efficient Assembly SYs- 
tem (one of the Honeywell automatic 


ON 
SS 


M 


SS 


NS 


SS 
SS 


First, the beauty of its instruction code 


SS 


to write, easy to understand-not only 


NY 
A 


\ 
SS 


cated systems but releases a whole 
powerhouse of sequential operations 


grammer's task down to size! 


S 


SS 
S 


FUNCTION- CODE | A ADDRESS | B ADDRESS | C ADDRESS 


ECA : GROSS 3, 14 43 
On such an instruction for Edit Card, 
Alphanumeric, the computer automati- 
cally... 
. 9 edits 14 consecutive characters com- 
mencing with the 43rd column of the 
card. 


SES 


4 T. 


SS 


AAS 





epee 
FW 
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programming aids) the compact yet: 
high-powered 400 can be streaking away . 
through mountains of work while others ` 

. are still on the starting grid. YOU could 
‘be doing the same within hours of your . 
400’sdelivery.What makes this possible? . 


One EASY 3-address instruction ~easy ` 


replaces numerous separate time- : 
wasting instructions in less sophisti- . 


already pre-stored underits streamlined : 
bonnet. See how this cuts the pro- 


Here's a typical Input editing example: . 


Honeywell 


ELECTRONIC DATA PROCESSING 


XIX 
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AS SE ^w ex 
MX ANN MI Gerti ah B 
SE ri YQ 


WO 


PRET RYE 
Qs 


© puts the edited information in the 
programmer-defined location GROSS, 
commencing at the 3rd character 
position. 


checks each character and code; 
indicates all punching errors by auto- 
matic interruption of the program; 
permits the programmer to correct (or 
ignore) errors while it returns auto- 
matically again tothe main program: 


N.B. An equivalent edit on a single address 
computer would comprise about 45 in- 
structions. 
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Think what is saved, in time, 
money and space 


Getting into operation, as well as per- 
. forming any given task, faster than any 
other system in.its price range adds up 
torealsavings thatshow upin a balance 
sheet. And the more it can save you the 
faster you'll grow. But however fast you 
grow you will not outpace your 400. 


For further details, write or phone: 

Electronic Data Processing Division, 
Honeywell Controls Ltd Moor House 
London WallEC2 ME'Tropolitan 9581 
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HONEYWELL INTERNATIONAL 

Sales and Service offices in all principal citles of ihe world. 
Manufacturing in United Kingdom, U.S.A., Canada, 
Netherlands, Germany, France, Japan. 
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For 87 years, the Leicester Temperance 
has enjoyed a record of first-class . 
management. Assets exceed 
£29,000,000 and investors have the . 
further assurances of absolute safety, ` : 
attractive rates of interest, easy with- . 
drawal...and friendly, efficient service. 
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ALLIANCE stands 
for SECURITY 


Castle Rushen, dominates the centre of 
Castletown, Isle of Man, and was the seat 
of the Manx legislature before Douglas 
became the capital. The fortress, former 
stronghold of the Norse and Manx kings, 
dates from the 13th century. In 1651 it 
was defended by the Countess of Derby 
against the Cromwellians. 
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Over the centuries, the castle repre- 
sented strength and security to those 
dependent upon its protection. The 
castle symbol of Alliance Assurance 
stands for the security offered you today 
by a first class insurance service. Alliance 
Assurance caters for all individual needs. 
Insurance claims are promptly met and 
generously settled. 


ALLIANCE 
ASSURANCE Cen a 


com 
OMPANY LIMITED 90 Colmore Row, Birmingham 3. 


BARTHOLOMEW LANE, LONDON EC2 Nottingham Branch: 
' . 3 Poultry, Nottingham. 





Authorised for invesiments by Trustees 


Chief Office: | 
Halford House, Charles St., Leicester. 


South Regional Office: 
11 Bridge Rd., Wembley Park, Middx. 
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ago and since then has met with some notable success. 
It is hoped that in the near future the department can 
be encouraged to introduce a similar course for the 
Final student. 

Meanwhile, I should like the staff concerned to 
realize that their work is fully appreciated by all 
clerks who have attended the course. 

Yours faithfully, 


Swansea. GERALD O'BRIEN. 


Depreciation and Stock Valuation 
SIR, - In reply to ‘Teapot (letter in August 17th 
issue asking for agreed Revenue procedure over 
‘do-it-yourself’. equipment owned by a business and 
let on hire), we have had agreement to an allowance 
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of 30 per cent per annum straight line. This reply 


‘may not be acceptable in all cases, and applies in the 


case in point to electric drills, garden machines and 
the like. | 
Yours faithfully, 


DREGS. 


Loss Relief 


Sir, - I would be most interested to know whether 
any readers have had experience of the Revenue 
successfully invoking section 20 of the Finance Act, 


1960. We 
Yours faithfully, 
RICHARD. MEYNELL, F.c.a.- 
Norwich. 
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Reviews 


The Complete Guide to Investment 


Second edition by Gorpon CUMMINGS. (Penguin 
Handbooks, 3s 64.) 


With the advent of the affluent society and personal 
savings reaching new levels, it is inevitable that 
interest in investment opportunities is no longer 
restricted to the wealthy minority. Stock exchange 
articles and publicity are aimed at the small investor; 
building societies and life assurance companies 
compete for the funds of the small saver against the 
growing appeal of the investment and unit trusts. 
-The ‘small investor’ may well be forgiven, therefore, 
for wondering what he should do with his savings to 
the best advantage. This Penguin book provides the 
answer to almost any question that the small saver 
may ask. The advice given ranges from post office 
and trustee savings banks accounts to life assurance 
and other annuities; from the merits of gilt-edged to 
the pros and cons of equities and unit trusts. 

. Written by a professional journalist who trained 
as a chartered accountant and is well acquainted with 
the issues that the small investor often raises in 
discussion, this book is exceptional value. It comes 
as little surprise to learn that it is currently the most 
successful of the Penguin Handbooks, and among 
the paper-backs rivals ‘James Bond’ and Lolita in 
popularity. We understand that sales of the first 
and second printings of the first edition totalled 
60,000 copies, both being sold out within a few days. 
For three successive months the book was in the 
“Top-ten’ of the paper-back ratings. . oe 
. Even the man who thinks he knows ouite a lot 
about invéstment will find within this.book many 


points of interest. Accountants can recommend it 
with confidence to clients who want to know. what 
they can do with their accumulating profits! 


Modern Production Control . 
Third edition by A. W. WiLLsmore. (Pitman. 18s net.) 


It is a pity that this third edition of a book first 
published in 1946 still manages to give the impres- 


. sion of being produced to utility standards, because 


in fact it is a useful book which successive revisions 
have succeeded in keeping up to date. This new 
edition, besides general revisions and modernizations 
as required, contains two additional chapters dealing 
with the problem of co-ordinating sales and pro- 
duction plans. The first of these is devoted to the 
subject of forecasting requirements in companies 
manufacturing for sale from stock; and this chapter 
draws attention to the special problems posed by the 
fashion element. 

The second new chapter, which discusses different 
rnethods of sales forecasting, is not as useful as it 
sounds; perhaps because, as the author points out, 
"business men as a whole are distinctly reticent as to 
the techniques they use for sales forecasting’. It is 
to be hoped that this is in fact the true reason, rather 
than the possible alternative that many business men 
Go not use any method of forecasting at all. 

The book is written as a general treatise discussing 
the broad principles of production control, and the 
author does not confine himself to the problems 
af any one industry, but provides examples from a 
selection of companies engaged in varying industries. 

Some pages have been added dealing with the 
relatively new technique of operational research. 
The treatment this receives is necessarily superficial, 
but Mr Willsmore brings his usual clarity to bear on 
the problem of what operational research is trying to 
do and how it sets about it. What is said should 
stimulate readers who have not met it before to look 
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further, or at least help them to recognize a problem 
which operational research might be able to solve. 
Production control sometimes suffers from being 
in a. no-man's-land between the accounting and 
engineering functions. À book such as this can help to 
show accountants what their role can be in this field. 


Kelly's Draftsman 


Eleventh edition, by W. J. WILLIAMS, B.A., (Butterworth 
& Co (Publishers) Ltd, London. 62s 6d net, postage 
2s 6d extra). 


Kelly can be regarded as the distillation of the essence 
of the mammoth encyclopedia of forms and precedents 
published by Butterworths. Its modest size belies 
its enormous scope; there are precedents for practi- 
cally everything in its 800 pages; not forgetting 
twenty pages of settlements and covenants for the 
avoidance of income tax and surtax. In addition to 
the precedents themselves, which are models of 
their kind, there are copious notes about the law and 
about the pitfalls to be avoided. The stamp duty 
notes are also very useful, although, of course, shortly 
they will have to be read subject to the new Finance 
Act. It is a great comfort to have on hand a book so 
competently prepared and so up to date. 


The Governance of Corporations 


By RicHaRD EELLs, Adjunct Professor of Business, 
Graduate School of Business, Columbia University 
(The Free Press of Glencoe, New York; Collier- 
Macmillan Ltd, ro South Audley Street, Wr. Price 
635.) 

Although this book will be of interest primarily to 
students of politics and economics the subject dealt 
with affects most members of the community directly 
or indirectly. 

In the modern community there are to be found 
various forms of private government. This book sets 
out to examine this phenomenon as exemplified by 
the large modern industrial corporation in America. 

The author’s thinking is based upon his personal 
experience of business life in America, but it is 
apparent that the same considerations are pertinent 
to corporate life in Britain, even though inevitably on 
a.smaller scale. As companies and groups of companies 
increase in size, so must the problems of private 
government become of increasingly greater import- 
ance. 

A large part of the book examines historical, 
constitutional, legal and economic aspects of the 
modern corporation. Mr Eells then goes on to ex- 
amine the criticisms of the modern corporation 
because of its too autocratic structure. He refers to 
the remoteness of control as between the shareholders 
and their representatives on the board of directors 
and the resulting power which lies with those 
directors. 'l'here is a growing movement demanding 
the ‘constitutionalizing’ of business corporations, and 
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here perhaps a parallel might be drawn with moves 
towards State ownership of various industries in the 
U.K. There is the other school of thought, which d 
no doubt supported strongly in Britain, that the 
internal organization and governance of a business ^ 
cannot be forced into a particular pattern ordained by 
higher government. i 

It is unfortunate that the author does not examine 
more closely the direct effect of private governance 
upon the individual, instead he concentrates on the 
broader principles involved. A new and better model 
of corporate governance is badly needed, incorpora- 
ting the necessary restraints on such power, but 
above all the principles of freedom and justice must 
continue to be observed. 


SHORTER NOTICES 


THE PRINCIPLES OF Company Law, seventh edition, 
by O. Griffiths, M.A., LL.B. and E. Miles Taylor, r.C.A.s 
(Textbooks Ltd, 5 Arden Grove, Harpenden, 25s net.) 

In this seventh edition, notes have been appended to 
six of the chapters, arising out of nine decided cases. 
Apart from this, the latest edition seems indistinguish- 
able from its predecessor, but is nevertheless a useful 
guide to principles. 


Macutne Toot DIRECTORY: 1963 Supplement. Private 
Circulation only. Messrs Miller & Robinson, Austin 
Friars House, 2 Austin Friars, London EC2. 

It is to be regretted that so little of the work of the 
statistical and research units of stockbrokers’ offices 
ever gains wide circulation, for much of it is very com- 


. petently done. This book is devoted to the machine 


tool industry, providing not only a bird’s-eye per- 
spective of the industry as a whole, but an examination 
of the component firms from the investor’s point of 
view. 
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RECENT PUBLICATIONS 


Tse DEVELOPMENT OF Firms, by A. S. Mackintosh. zit 
305 pp. 9X6. 37s 6d net. Cambridge University Press, 
London. 

LEARN TO Invest, by Alan B. Chalkley, B.COM., A.C.1.S. 
152 pp. 7$X5. 15s net. Pelham Books, 26 Bloomsbury 
Street, London WCr. 

Muttr-secror Economic Accounts, by D. I. Oparin. 
Translated from the Russian by P. F. Knightsfield. 
Translation edited by K, J. Lancaster. ix-+70 pp. 9 x 6. 
sos net. Pergamon Press, Headington Hill Hall, Oxford. 

Tax HARMONIZATION IN EUROPE, by Arthur Dale, F.A.C.C.A. 
162 pp. 9 X 6. 30s net. 30s 10d post free. 'l'axation Publish- 
ing Company Ltd, London. 

Tue Spoken Worp, with special reference to business, by 
W. A. Dinsdale, PH.D., B.COM., F.I.L. vi4- 54. pp. 84 x 5$. 
Card covers. 5s net. Stone & Cox Ltd, London. 

INTERMEDIATE BOOK-KEEPING, by T. R. Brown, A.C.U.A. 
226 pp. 9 X6. 17s 6d net. Rigby Ltd, Adelaide; Bailey 
Bros & Swinfen Ltd, London. . 

Tue Srock EXCHANGE, fourth edition, by H. D. Berman, | 
M.A.(OXON.). viii--147 pp. 9X6. 12s 6d net. Sir Isaac- 
Pitman & Sons Ltd, London. : 

AccipENT INSURANCE YEAR Book 1963. xxiiX937 pp. 
9 X 53. 375 9d net. Stone & Cox Ltd, London. 


These books may be obtained from, or through, Gee & Co 
(Publishers) Limited, The City Library, 151 Strand, 
London WC2. | ` 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs ABBOTT & Son, Chartered Accountants, of 
64 Cross Street, Manchester 2, announce that as 
from September znd, 1963, Mr C. R. TERRAS, B.A., 


A.C.A., has been admitted to partnership. The. style. 


and address of the firm will remain unchanged. 


Messrs J. ALTMAN & Co, Chartered Accountants, 
of 36 Seymour Street, London W1, announce that 
on August 31st, 1963, Mr A. WINTER, A.C.A., retired 
from the partnership. From September rst, 1963, the 


practice will be continued in the same style and at the -- 


same address by Mr J. ALTMAN, F.C.A. 


Messrs GÉRARD VAN DE LINDE & Son, Chartered 
Accountants, of 26-28 Fenchurch Street, London EC3, 
announce that they have admitted into partnership; 
Mr J. INGARFIELD, F.C.A., who has been a senior member 
of their staff for some years. 


Messrs Price WATERHOUSE & Co (European 
firms), announce the admission to partnership of Mr 
GEORGE GILPIN, F. C.A., who has been a partner for 
a number of years in their associated firm in South 
America. 


Messrs RoNaLD L. Tuursz & Co and Messrs 
Wnurre, Hitton & Co, announce the amalgamation 
of their practices. The combined practice will be 
known:as RONALD L. 'Tuursz & Co, and the sole office 
will be at 314 Church Street, Blackpool. Telephone 
Blackpool 20302. 


Mr J. C. ROSENTHAL, B.SC.(ECON.), A.A.C.C.A., 
announces that he has commenced practice at 58 
London Road, Leicester. 


Messrs Simpson, Woop & Co, Chartered Account- 
ants, of Bank Chambers, Market Street, Huddersfield, 
announce that as from July ist, 1963, Mr EDWIN 
GLEDHILL, F.C.A., who has been associated with the 
firm for many years, has been admitted into partner- 
ship. The firm will continue to practise under the 
style of Suupson, Woop & Co. 


Messrs Swanwick, Trrras & Co, Chartered Ac- 
countants, of 64. Cross Street, Manchester 2, announce 
that as from September 2nd, 1963, Mr C. R. TERRAS, 
B.A., A.C.A., has been admitted to partnership. The style 
and address of the firm will remain unchanged. 


Messrs HARTLEY TURNER & Son, Chartered 
Accountants, of Royal London House, 196 Deansgate, 
Manchester 3, announce that Mr WiLLiAM M. 
PEARCE, A.C.A., who completed his articles of clerkship 
with the firm in 1958, will be joining the partnership 
on October 1st, 1963. The practice will be continued 
under the same name. 


Mr J. Frears Tyson, Chartered Accountant, and 
Messrs WILLIAM WESTALL & Co, Chartered Account- 
ánts, both of Morecambe and Heysham announce that 
as from September 1st, 1963, they have agreed to 
amalgamate their practices. The combined practice 


will be carried on under the style of Tyson, WESTALL 


& Co, at the present addresses until October 31st, 1963. 
On November 1st, 1963, the offices formerly occupied 


by Messrs WILLIAM WESTALL & Co, will be closed and 

the practice will be carried on from Lloyds Bank 

Buildings, Moss Lane, Morecambe and Heysham. 
Mr A WINTER, A.C.A., announces that as from 


September rst, 1963, he has commenced to practise as 
A. WINTER & Co, at 12 Hale Drive, London NW. 


í 


DECIMAL CURRENCY INQUIRY 


It has been announced by the 'T'reasury that the Report 
of the Committee of Inquiry on Decimal Currency 
will be published on Monday, September 23rd. 
Appointed in January 1962 under the chairmanship of 
the Earl of Halsbury, the Committee includes Mr 
J. M. A. Smith, F.c.A, a part-time member of the 
National Coal Board and lately assistant managing ` 
director of the Ford Motor Co Ltd. 

The Committee was not asked to consider whether- 
the currency should be decimalized; its task was to 
advize what form:a decimal currency ‘might take, how 
it. might be introduced, and what its introduction 
might cost. 

DOUBLE TAXATION: MALAYA _ Es 
A Double 'T'axation Agreement between the United 
Kingdom and Malaya was signed in Kuala Lumpur, 
on August 3oth. The Agreement provides for the 
avoidance of double taxation of income and profits and 
is expressed to take effect in the United Kingdom from 
April 6th, 1962, from which date the Arrangement of 


‘1949 will cease to have effect. -` ~o 


The text of the Agreement, which requires the 
approval of the House of Commons, will be published 
shortly by H.M. Stationery Office. m 

DOUBLE TAXATION: SINGAPORE 
A Double Taxation Agreement between the United 
Kingdom and Singapore was signed in Singapore on 
August 30th. 

The Agreement provides for the avoidance of double 
taxation of income and profits and is expressed to take 
effect in the United Kingdom from April 6th, 1962, 
from which date the Arrangement of 1949 ceased to 
have effect. Before the Agreement can have the force 
of law in the United Kingdom it will require the 
approval of the House of Commons. 

The text of the Agreement will be published 
shortly by H.M. Stationery Office. . 


PROTECTION OF DEPOSITORS ACT, 1963 


Regulations made under section 3 of the Protection 
of Depositors Act, 1963, as to the form and content , 
of advertisements permitted under the Act and, » 
regulations exempting certain classes of advertisements 
from the prohibition in section 2 of the Act were laid 
before Parliament on August rgth'. The regulations 


1 The Protection of Depositors (Contents of Advertisements) 

Regulations (S.1. 1963 No. 1397). The Protection of Depositors. 

vi d Advertisements) Regulations (S.I. No. 1398). 
H.M.S.O. Each price 5d (by post a: 
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` Write for detalls of "REPRE Wir * Direct Maintenance Service contract available 
Investment facilities Ref: R8 ij Whether you need one car or a fleet, Vehicle Con- 


tracts Limited can save you a lot of trouble, worry 
T EMPERANCE } ond money. 


For the fullest details: 


t. company 
carwise 


E. T 


Shrewd people EE for the running of 
business cars are turning more and more to 


Contract Hire through VEHICLE CONTRACTS 
LIMITED for all these reasons and more: 


Present car or fleet bought for cash. , 
All cars taxed 
No mileage limit 
* Free replacement if your car is off the road for 
forty-eight hours or more 





PERMANENT , VEHICLE CONTRACTS LIMITED 
BUILDING SOCIETY 194/198 King's Road, London SW3. 
Member of the Building Societies Association Telephone: FLAxman 4 


SPECIALISTS IN eet a THROUGHOUT BRITAIN 
223-227 REGENT STREET, LONDON WI A Member of the Lex Group of Companies 
Phone: REGent 7282 


Branches and Agencies throughout the Country 








The institute of Internal Auditors 


-~| (Incorporated in November 1941 under the laws of the State of New York.) 


The Institute is the outgrowth of the belief on the part of internal auditors that an organization was 
needed to develop the true professional status of internal auditing, and that a medium should be provided 
for interchange of ideas and information among those engaged in its practice. 

The Institute has seventy-five Chapters distributed in four Continents with a total membership of 


over 5,000 representing 2,300 organizations. 


UNITED KINGDOM 


Chapters meet in London, Manchester, Newcastle upon Tyne, Birmingham, Glasgow, Yorkshire (usually 
meeting in 


“The Irish Chapter meets in Dublin. 
CLASSES OF MEMBERSHIP 


(a) Members. — Open to persons who are responsible i in a managerial or supervisory capacity for the 
Internal Auditing activities with their organization. 


(b) Associate Members. — Open to practising accountants and others whose work i is closely related to 
Internal Auditing. 


(c) Junior Members. — Open to persons who perform internal auditing Rci E have no administra 
tive or supervisory duties in connection therewith. 


Membership includes the receipt of a quarterly periodical, annual conference papers and research reports. 
Fourth European Regional Conference — Southport, October 9th, 10th and 11th, 1963. Se 
Inquiries should be addressed to the . 


DIRECTOR RESIDENT IN.THE. U.K., MR J. O. DAVIES, ‘THE CHIEF INTERNAL AUDITOR OF THE 
NATIONAL COAL BOARD, HOBART HOUSE, GROSVENOR PLACE,:- LONDON SWI. 
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Established 1877 


FARMER & SONS 


VALUATIONS ` 
“AUCTION SALES 


“PLANT, MACHINERY AND 
INDUSTRIAL PROPERTIES 


_ Property Investments Mortgages arranged 
Rating Specialists 





46 GRESHAM STREET, LONDON EC2 || 


Tel: MONarch 3422 (10 lines) 
Telegraphic Address: ‘SITES LONDON" 
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Equip yourself for a career 


JEE the present acute short- 


. age of skilled computer programmers 


in Great Britain, an International 
Organisation of considerable repute 


"has planned a series of training 


courses, which are now available to 


. suitable applicants. 


Ld 


m 


The first of these—to be held after nor- 
mal working hours—is a concentrated 


, five-week programming appreciation 
- Course at an inclusive fee of 50 ops, 


+ Fr 


This course will be held in the WI 


- district of London from 5 pm fo 8.30 pm 
. on Monday to Friday inclusive for five 


consecutive weeks, Although applica- 


: tions are welcome from men or women 


aged belween 19. and 35, whether 


` beginners or otherwise, it is essential 


" e 


for each applicant to pass an Enlry 


- Aptitude Test fo ensure that he or she is 


` suitably qualified to study the subject. 


> ` 


Successful applicants will.be taught 
the techniques of programming a 


: modern computer of a type which is 
`- now being installed. throughout the 


in Computer Programming’ 


world, and should acquire "T 
knowledge to enable them to start 'on 
the first rung of the programming 
ladder.’ Assistance will be given where 
needed in finding suitable employment 
on campletion of the course. The fae 
may be paid by instalments during 
the course, 

The programming profession offers 
tremendous opportunities with many 
challenging assignments. We are inter- 
ested in giving successful applicants 
a chance to'embark upon an interesting 
career inthis field by making available, 


ona non-profit basis, the full facilities ~ 


of our premises, equipment and er. 
perienced lecturers. 

The first course will start on September 
30th. The second course will start in 
November: 

Interested applicants shouid send full 
details (including age, academic quali- 
fications and experience, if any) to: 

Programming Instruction, 

Box No.EY 102. 





. Singular? Plural? It's all the same to a word like ‘body’. In fact, you 
could truthfully call your staff a ‘body of bodies’. There are occasions, 
however, when it pays to be plural. When, for instance, you are covering 

your staff individually against injury at work and find that with a 
Group Personal Accident Policy you enjoy considerably reduced rates. 
This group policy can provide complete financial protection in 

the case of an accident. It can be arranged to make up wages if an 
employee is totally disabled for a time. And if the accident proves 
fatal within a certain period, a capital payment is made to dependants. 
| An additional advantage is that an income-tax allowance can 
generally be claimed on any part of the premiums paid by the employer. 
For any form of Insurance, from Burglary to Group Pensions for 
anybody or everybody, you will find Legal and General policies an asset. 


"Telephone : City 9678 





. ` ‘Body’ Protection 


LEGAL AND GENERAL. 
ASSURANCE SOCIETY LIMITED 


CHIEF ADMINISTRATION: TEMPLE COURT, i1 QUEEN VICTORIA STREET, LONDON, BCA. 
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will come into force at the same time as the Act, that 
is on October roth. 
The advertising regulations will govern advertise- 

? ments issued by companies which invite deposits from 

the public;. They ensure that a minimum amount of 
; essential information, including a general statement 
of the company's business, will be given in all 
advertisements which mention a rate of interest but 
they do not preclude the short newspaper advertise- 
ment provided that further information is offered. They 
prevent the inclusion of partial and therefore misleading 
information (for example a statement of assets without 
liabilities or of authorized without paid-up capital) 
and the misleading use of such terms as ‘guaranteed’ 
and ‘secured’. They prohibit deposit-seeking companies 
from describing themselves as banks. This prohibition 
does not apply to companies recognized as banking 
companies for the Eighth Schedule of the Companies 
| Act, because they are not subject to the Protection of 
| Depositors Act. 
The effect of the exempting regulations i is to exempt 
PP from the above control advertisements inviting loans 
at less than a commercial rate of interest, advertise- 
ments issued in connection with religious and other 
. charitable schemes and advertisements in connection 
| with employees’ savings or profit-sharing schemes. 
| Advertisements in connection with their policies by 
| insurance companies which are subject to and comply 
| with the Insurance Companies Act, 1958, are also 
, exempt. 

The Protection of Depositors (Accounts) Regulations, 
1963', which were the subject of a leading article in 
The Accountant of July 2oth, have received Parliamen- 
tary approval. These regulations also come into force on 
October roth. 


ACCOUNTANTS 


Mr Frederick Errington Proom; F.c.a., has been 
“elected President of the Northern Society of Chartered 
Accountants which covers the counties of North- 
umberland, Durham, North 
Yorkshire and Cumberland. 

Mr Proom was born in 
Sunderland and educated at 


| NORTHERN SOCIETY OF CHARTERED 


derland. He was articled in 
1914 to the late Mr Charles 
©. Nicholson, F.c.a., and 
following war service in the 
R.N.V.R., qualified in 1920. 
After qualification he became 
a member of the staff of 
the late Mr Joseph Miller, 
F.c.A., in Newcastle upon 
Tyne, and in 1922 com- 
menced to practise in partnership with Mr R. Mould- 
Graham, becoming a Fellow of the Institute in 1927. 
Mr Proom was, at one time, honorary secretary of 
. the Wearside Golf Club, County Durham, and 
subsequently became honorary secretary of the 








Mr F. E. Proom 


Northumberland Lawn ‘Tennis Association, which. 


office he held for fourteen years. A member of the 
Northumberland Golf Club, his hobbies are fishing, 
gardening and golf. 


1 The Protection of Depositors (Accounts) Regulations 
(S.I. 1963 No. ii H.M.8.O., Price 1s 3d (by pon ts 6d). 
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Other officers of the Society have been elected for 

the ensuing year as follows: 

Vice-President: Mr D. B. Ward, M.B.E., F.C.A. . 

Hon. Secretary: Mr R. W. Thoburn, F.C.A., Messrs 
Ridley & Ridley, 12 Windsor ’.Terrace, Newcastle 
upon Tyne 2. 

Hon. Treasurer: Mr T. M. Sadler, r.C.4. 

Hon. Dinner Secretary: Mr R. L. Mills, a.c.a., Joseph 
Miller and Co, 28 DECUIT Street, Newcastle upon 
'Tyne 1. 

Annual Report 


The annual report of the Committee shows that 
membership at December 31st, 1962, numbered 441 — 
a small increase over the year. 

The Committee expresses its warm congratulations 
to Mr R. P. Winter, C.B.E, M.C., T.D., D.L., F.C.A,, a 
past President of the Society, on his election as Vice- 
President of the Institute and now, of course, as 
President of the Institute. 

The informal luncheon meetings held at Newcastle 
and Sunderland during the year were well attended 
and talks were given on a number of subjects. Social 
functions included the annual dinner, when over 
three hundred members and guests were present, 
and a ‘pot pie supper’ held with the local inspectors 
of taxes. The annual golf meeting of the Society was 
held at Alnmouth and in addition matches were 
played against the Newcastle upon Tyne Incorporated 
Law Society and H.M. Inspectors of Taxes. 

Membership of the North Yorkshire and South 


" Durham Branch numbered I95 at the year-end, a 


decrease of ten. The Branch held a number of lecture 
meetings during the year, all were well attended, in- . 
creased support being given by non-practising members. 
The annual dinner took place in Darlington when 136 
members and guests were present. 

'The Cumberland Branch of the Society increased its 
membership slightly in 1962, the total at December 
31st being eighty-six. Unfortunately, owing to the very 
small attendances at lecture meetings and luncheon 
meetings, it has been necessary for the Branch 
Committee to discontinue both these activities for 
the present. Social functions arranged included 
successful golf meetings at Penrith and Carlisle and the 
annual ball held at the Royal Oak Hotel, Keswick. 


Argyll House School, Sun- `. 


THE LEEDS, BRADFORD AND DISTRICT 
‘SOCIETY OF CHARTERED ACCOUNTANTS 


The President of The Leeds, Bradford and District 
Society of Chartered Accountants for 1963-64 is Mr 
G. D. Paterson, T.D., M.A., F.C.A., a partner in the 
Leeds firm of Whinney, Smith & Whinney. 

Educated at Wellington and Christ Church, Oxford, 
Mr Paterson was articled in London in 1935 to Mr 
E. F. G. Whinney, M.A., F.c.A., the present senior 
partner in Whinney, Smith & Whinney. 

After being admitted a member of tbe Institute in 
1939, Mr Paterson was called up for service with the 
'l'erritorial Army and on demobilization in 1946 he 
rejoined his firm and was transfered to the Leeds office. 

Mr Paterson served as honorary secretary of The 


. Leeds, Bradford and District Society for a period of 


five years from 1956-6x and last year was President of 
The Chartered Accountant Student’ Society of Leeds. 
Other officers of the Society for 1963-1964 are as 
follows: 
Vice-President: Mr W. A. Rawlinson, F.C.A.. 
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` Hon. Treasurer: Mr T. L- Waring, B.A.,F.C.A. > 
Hon. Secretary: Mr W. E. Ellison, B. COM., T.C.A., 2 Park 
Square, Leeds 1. | 


Annual Report 


'The Society's annual report for the year 1962 records 
a total membership at the year-end of 1,089 - 
increase of eight over the previous year’s figure. , 
^ "Three lecture meetings were arranged during 1962 
and eleven luncheon meetings were held — seven in 
Leeds and. four in Bradford. The latter meetings 
provided an excellent opportunity for members, 
whether or not in professional practice, to exchange 
views; attendances, however, were. disappointing and 
the Committee urges members to give greater support 
to these meetings during the coming session. Social 
functions: included the annual dinner and dinner 
dances held in Leeds and in Bradford, and the annual 
golf meeting held at Ganton Golf Club. 

:Members of the Committee’s recruitment sub- 
committee attended. several careers conventions at 
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-schools and: kept in.touch during the year with careers 


masters and youth employment officers. The Society 
keeps a register of firms with vacancies for articled 
clerks. 

Membership of the Huddersfield Branch numbered 
123 at the end of 1962, a small increase over the year. 
Eight luncheon meetings were arranged and there 
were three evening lecture meetings. The annual 





SEVENTY-EIVE YEARS AGO 
Tron The Accountarit-or SEPTEMBER IST, 1888 
A Weekly Note 


By a.well-established fiction every one in this: 
country is supposed to know the law, and 
ignorance thereof excuseth no man. Probably, .- 
however, there is no country, in the world where 

jt is so difficult-to attain to a-correct knowledge 
of the law, and until the herculean task of codify- 

. ing it is successfully accomplished, we shall 
remain as mystified as we are now. In this state of 
circumstances we can well sympathise with the 
-vacation judge, Mr. Justice DENMAN, who, when 
an Act which has only recently received the royal 
assent, was mentioned to him, stated that he 
knew nothing of it, the fact being that in these - 
days of cheese-paring economy Judges no longer 
receive notice of Acts of Parliament, nor are any ` 
copies sent to them. . If the Treasury wished to 
spare the pockets of the tax-payer there are large’ 
sums in the estimates which might be very easily 
cut down, but there is no benefit to any one in 

| saving two or three pounds, which would 
" purchase all the. Acts of the Session for the ` 
- Judges of the High Court. 


-Manchester 8. 
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dinner took place at ‘Whiteley’s’, Huddersfield, 
attended by 167 members and guests, mur the annual 
golf competition was played at Woodsome Hall 
Golf Club. 

During the year a Branch Library was formed in . 


conjunction with the Huddersfield Public Library; it 


is housed in the Reference Department of the Public. 
Labrary. L g 


INSTITUTE OF INTERNAL AUDITORS 
Fourth European Regional Conference 


` Since the first conference held at Blackpool in 1960, 


European regional conferences of the Institute of 
Interna! Auditors have been held annually in the 
United Kingdom and have attracted substantial . 
support. For the fourth such conference which is 
being held at Southport from October oth to rrth, 
under the auspices of the Manchester Chapter, over 
seventy members of European Chapters bave already 
registered, and a number will be accompanied .by 
their ladies. Speakers at the conference will be: 


_ Wednesday, October ‘oth 


Evening: : - 
Mr T. P. Price; A.A.C.C.A., A.C.1.S., assistant comp- 
troller, Associated Octel Ltd, on ‘Britain and Europe’. 
^ Thursday, October roth 
Morntng: 


Professor R. W. Hevatis: B.SC.(LON); PH.D. (CANTAB. A 
¥.B.1.M., Professor of Industrial Administration in 
the University -of Manchester, .on. Samping 
and strategies against fraud’. ; l ; 
Afternoon: l 
Mr T. R. T. Bucknill, P.c.A., partner In Price 
. Waterhouse & Co, on ‘Developments in auditing’. 
Friday, October 11th ` 
Morning: 
Mr R. P. Tester, GA, chief internal auditor, 
Unilever Ltd, on ‘Organization of internal auditing 
in an international enterprise’. 


Syndicate discussions will form part of both sessions. 
on Thursday and on Friday morning; an open forum ` 
will be held after lunch on Friday. At the conference 
banquet on the Thursday evening, the Mayor and 
Mayoress of Southport will be the guests of honour. 

A ladies’ outing has been arranged for Thursday 
afternoon, when a visit will be made to the H. J. 
Heinz & Co Ltd factory at Kitt Green, near Wigan. 

Amongst those attending the conference will be the 
European Regional Vice-President, Mr E. N. Judge, 
F.C.W.A.,.A.L.M.T.A., of the. South-Eastern Electricity 
Board, and the Director-at-large, Mr J. O. Davies, 
F.C.A., A.C.W.A., chief internal auditor of the National 
Coal Board. 

The conference is open to non-members though 
accommodation is limited; early application. should 
accordingly be.made to the chairman of the organizing 
committee, Mr A. D. Compston, chief internal auditor, 
North Western Electricity Board, Cheetwood Road, 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


- |. REVALUATION OF ASSETS. 


WORKS, , FACTORIES, PLANT: & MACHINERY, Etc. 
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J THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 


RESULTS OF EXAMINATIONS HELD IN JUNE 1963 
FINAL EXAMINATION 


SECTION I 
(in order of merit) 
First Place: Green, R., Wolverhampton Third Place: Bridgewood, E. J., Walsall 
Second Place: Norburn, W. J., Sevenoaks Fourth Place: Hope, C., Great Shelford 


Abimbola, A., Cardiff 
\Adesida, S. O. A , London 
‘Adoe, J. E. K, T 
) Ajcigbe, C. A » oed 


Ayanfalu, O. AS EE 


Bayliss, G., London 

Beardwood, M. J., Bishop’s Stortford 
Belo, M. A., London 

Bennison, K. W., London 

Boon, R., London 

Bradnum, B , Billericay 

Brooks, W. G.F , Wickford 

Buckley, A., Mae 

Bundock, H. C., London 

Bushell, 1 E., London 


Cadwell, J. R., Wolverhampton 
Cantwell, D. T. es 

Captain, S. F., Epp 

Carmichael, A. Me. W., Greenock 

EE J. G., Crawl ley 
Chaffin, J. A., eeds 

Craske, E., Norwich 


‘Davey, G. H. H., London 

Davies, H., _ Swansea 

Davies, J. G. P., Swansea 

Davis, iod C. os 

Dawodu, J. M., Leeds 
Dean-Maharaj, "v. R., Glasgow 
Dench, R, C. pet, Guildford 

Dev, Mrs S. F. De L., South Ruislip 
Dickinson, R, E., Liverpool 

Dina, C. À., n shin 

Dodd, H. J. W., Willenhall 
Donachy, J., Sunderland 
Duncan, A. J., Sheffield 


Eddie, O. O., Leeds 

Edmands, GI F., Pori 
Elekolusi, J. O., London 
Everett, P, Epsom 

Ezeogu, D. S., Leeds 


Farfan, L. F., Leeds 
Ferguson, R. J., Chalfont St Peter 


^ 


' 


(in alphabetical order) 


Filby, B., London 
Finke, M., London 
Firkins, A. E., Birmingham 


Gardner, R. M., London 
Gbadamosi, L. A., Leeds 
Gee, À., Accrington 
George, E., Cardiff 


y, 
Greenfield, D, J., Nuneaton 


Hardy, R. E., Greenford 
Harlow, D. E., Northolt 
Harpham, K. F., Scunthorpe 
Hawes, J. R. G., Croxlev Green 
Herbert, B., Hessle 


Hillin, M; J., Dundalk 
Holbutt, R. B., Birmingham 


Ibrahim, M. A., Glasgow 
Ijeoma, C. K. 5., Leeds 


Jeffs, N. H., London 

Jobson, K. L., Maidenhead 
Johnston, B. D., Guildford 
Jorgensen, P. C., Cwmbran 


Keys, T., Glasgow 
King, D. W., Epsom 
_Knowles, J., Hyde 


Legrand, E. L., London 
Lux, D. L., London 


McDonough, L., Dagenham 
Magee, G. W., Edinburgh 
Mallinson, P., "Lancaster 

Marsland, C. (en Burton-on-Trent 
Mather, M. C., London 

Medlock, A. W., Hainault 
Mohammed, A. M., London 
Morris, M. V., Oxford 

Morton, A. R., St Leonards-on-Sea 


490 Candidates failed 


Neale, P. G., Worcester Park 


Neilson, J. B., Hamilton 
Newell, M. J., Cirencester 
Ngwayi, P. N., Leeds 
Odeleye, F. O., Leeds 
O'Donnell, D., "Dublin 
O’F lynn, ji . E., London 
Olashore, O., Leeds 
Olawepo, J. A., Glasgow 


O'Neill, J. C., Dublin 
Opaleke, I. O., London 
Owen, W. L. B., London 


Payne, P. C. F., Hailsham 
Perkins, R, J., Willenhall 
Pickles, B., Wakefield 
Prodromou, M., London 


Red, R. A., London 

Rees, N. R., Kenton 
Roalfe, E. T., London 
Rogers, G. rS e 
Rowatt, J. B. M., Hamilton 


Shimmin, E. H., Hildenborough 
Smith, B. W., Leigh-on-Sea 
Smith, H., London 

Spence, C. K., Qd Aycliffe . 


Sperring, M M AES windon 
Squire, À. G. London 
Sulaimon, I. Ò., London 


Sullivan, J. E., London 
Super, D., London 
Stapley, D. G., Iver Heath 
Stylianou, C., London 


Thompson, B., Manchester 
Thompson, D. J., Westerham 
Thorneycroft, G. C., Newport 


Walsh, K. J. F oe 
Walters-Saul, T ., Dudley 
Warren, Ge Stoke-on-Trent 
Williams, E. J., Formby 
Woods, A. G., Bristol 
Wotherspoon, H., Cowdenbeath 
Wright, R. M., London 


Yorston, R., Grimsby 


MOTOR — FI R E — CONSEQUENTIAL LOSS 


CAR & GENERA 


INSURANCE TD 
CORPORATION 
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FINAL EXAMINATION fae 


SECTION II 
First Place: Lewin, J., Wideopen Third Place: Dendy, R. C., London 


Second Place: Elbourne, G. M., London Fourth Place: Bell, C. J., Upton 


Adebayo, J. A. A., Leicester 
Adeniyi, J. A. A., "London 
Alexander, 'T., Carnwath 
Asante, B. O., London 
Asipowicz, P., London 
Athey, A. W., Dublin 
Atkinson, G. R., Rosyth 
Audus, W. E., Hornchurch 
Austin, H. A., Barnet 

eem, S. A., ’ London 


Bacchus, M., Rickmansworth 
Baldwin, C. D. , Lankerton 
Bampoe-Addo, Js London 
Barnard, L. A., Chelmsford 
Barttram, | F, R., Leigh-on-Sea 
Batty, J. C ., Cheadle 
Beckett, E. Ke New Malden 
Beeson, H. O., Pontllanfraith 
Benwell, D. T., Birmingham 
Blanchon, d Doncaster 
Brown, A., Bromley 

Brown, D. A. G., London 
Burns, J. F., Ilford 

Burton, E. W., Sidcup 


Campbell, J. M., Dundee 
Chilton R. W., Sheffield 
Congram, J. R., Sanderstead 
Coppen, R. R., Upminster 
Coutts, P. R., Bridgwater 
Cross, jJ. Flackwell Heath 


Davies, J., Harrow 

Dawes, Major R. J. M., Bushey 
Dawson, J. H., Bexley 

Devine, T. J., 'London 
Donaldson, J., Dunferlime 
Dransart, G. C., London 


Egan K. J., Manchester 
Epps, R. G., zu pus 
Eversfield, JE . Morden 


Feathers, J. e Bexhill-on-Sea 
Floodgate, C. A., Hayes End 
Foleng, J. Ee 4, London 
Foley, J. D., Bristol 

Ford, L. D. Romford 


' Jones, W. J. R 


(in alphabetical order} 


Friday, B. J., Northfleet 
ry, H. 5., Weston-super-Mare 


, Gèrda, ve A., High Wycombe 


Gibbons, G., London 

Gilmore, SL Higher Bebington 
‘Godfrey, C. M., Horsham 

Gray, H., Glasgow 

Greenhill, P. 'M., b p oasi hames 
Greenwood, D. A. Bradford 


‘Hall, A. J., London 
Hankinson, I. W., Manchester 


Harris, J. F., Dunstable 

Holman, ds Norwich 

Holmes, L., Halifax 

Holmes, P., Hull 

Horton, K. B , Manchester 

iere M. D., Liverpool 
mpheys, Ey Ong 

Hum ens, J arkhall 


Iden, D. S menn 
Ikpeme, D. B., Leeds 


Johnson, A. R., Barnsley 
Johnson, M. H., Walsall 
Jones T. R. J. ci Wolverham ton 
., Brierley 


Kauders,.E., Kenton 
Keenan, P. J., Cork 
C. O., London 


Kolawole, € 

Landsborough, P. C., London 
Lee, I. A. P., S alding 
Lockwood, P. ., Doncaster 


Mcllwee, F., Uxbridge 

Mahoney, P. Tipton 

Manzi, M. B., London 

Marsh, E. T, Polegate 

Marston- Weston, D. W., Stevenage 
Martin, D. P , Glasgow 

Martin, J. B., "Dublin 


Moore, J., Keighley 


Morgan, T. T., Swansea 
Morrison, W. Mc. C., Glasgow 
Moss, D. J. o Chislehurst 
Mulla, M. E., London 


Naumann, A. M., London 
Nwamkwo, D. N., Leeds 


O'Baka Torto, E. T., Leeds 
Ogundipe, C. O., Leeds 
Olorunleke, D. À., Glasgow 
Olugbenle, J. A., Leeds 


Papakyriacou, Ge C., Nicosia. 
Pasmore, P. J., New ' Malden 
Patrick, D., Banstead 

Place, M. J^ Thetford 
Puttock, D. R., Tunbridge Wells 


Quick, P., Leeds 


Robertson, J. M., Berwick-on- Tweed 
Robson, B. A., Newcastle upon Tyne 
Rodwell, P. S., Grimsby 
Rose, H. A3 Basingstoke 
Ross, K. S., Edinburgh 


Scott, B. Cx Ormskirk 
Severn, J. B., Wednesbury 
np R., Hyde 
Soper, G. R. SCH Bexley 


Sprin gtho , H : 
Stockill, Site ` Ja Londo 
Stoller, KEN London 


Stone, V. C., London 


Tham, Y. S., London 
Twist, A. N., Wigan 


NH A. E. Hillingdon 
Vine, J. F., Canvey Island 


Wang, J. T. T., London 
Ward, H. S., London. 
Wardman, D., a inn 
White, b mt , Chigwell 
Wilce, D. W. H., Plymouth 
Williams, D., Pudsey 
Wong, S. M. H. London 
Wood, À. D., Neath 
Woodburn, J. A., York 


228 Candidates failed 
Summary of Results 


c Intermediate —~ — --—— Final —— 











SSC Pre- Section Section Section Section 
Candidates liminary I II I II Total 
Passed with Honours Sé .— 3 A 4 4 IS 
Passed Js as T 58 851 371 126 I30 1,556 
Failed ge ia e 75 871 585 490 228 2,249 
Total sat es ea 153 1,725 960 620 362 3,820 
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Guide Lines for Trade 


HE conference season is now well under way. Within the 
next week.or two the major political parties will be 
refurbishing their programmes for the next General 
Election, but it is unlikely that the major problems confronting 
the United Kingdom economy will receive the attention they 
merit. In particular, despite the modest improvement in the 
1962 balance of payments figures, Britain's export policy deserves 
close attention. The failure, during the past years, of United 
Kingdom exports to expand at rates comparable with those 
achieved by our major competitors, and more recently, the inability 
to attain the mininium rate laid down by the National Economic 
Development Council as necessary for a modest 4 per cent 
overall growth rate, should be matters for public concern. 
Without a continuous and substantial expansion in United 
Kingdom exports, the British economy must continue in what its 


' critics describe as relative stagnation. It is sometimes asserted that 


by boosting the level of internal activity, higher exports will be 


achieved. There is, however, no evidence for such optimism to be 
. found in Britain's post-war experience. Furthermore, the gold 


and dollar reserves are quite inadequate for the Government to 
consider implementing plans which are virtually certain to fail. 
Nor, on the other en, js it sufficient to lay-the blame at the doór 
of industry. S 

Admittedly, some sectors of British industry might be more 
export-conscious but, in the last resort, industry must function 
within the economic framework created by the Government's 
policies. - The- failure to contain the cost/push inflation of the 
past decade must be attributed to the Government; certainly an 
incomes policy seems to be as remote as ever it was. 'lhat 


particular lack would be less disastrous if only the economy could 


be shifted into a higher gear, but that is clearly impracticable 
without first raising the level of exports. Unfortunately, these are 
not likely to expand sufficiently if British costs outstrip those of 
her competitors. 

While Britain's disappointing export performance cannot be 
dissociated from the short-comings of British industry, in the 
last resort expansion hinges on the ability of Governments 
throughout the world to ensure the right world economic climate 
for trade expansion. While references to the ‘chicken war’ may 
be relegated to the back pages of the Press, the fact is that failure 
to reach agreement betweeri the European Economic Community 
and the U.S.A. on this issue could presage a major setback to 


` world economic progress. It would not merely affect the main 
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disputants, it would also have far-reaching 
consequences for Britain. and. for the under- 
developed territories. It is too seldom realized 
that the real tragedy of the abortive Brussels 
negotiations was not the failure of Britain to 
gain admission to the E.E.C., but the demon- 
stration of the fundamental cleavage of opinion 
between the world's major trading areas as to 
how the 'beggar-my-neighbour' policies of the 
1930s can be avoided, and the under-developed 
nations given the opportunity to trade rather 
than subsisting upon the basis of politically 
inspired grants-in-aid. 

With the failure to join the E.E.C. Britain has 
been forced to reappraise the situation and to 
consider what policies are best suited to its 
longer term trading interests. Any thoughts of 
retaliation, trade wars and competitive trading 
blocs have, fortunately for all concerned, been 
abandoned. Instead, the Government seeks to 
pursue a flexible policy aimed at reducing trade 
restrictions and expanding free multilateral trade 
in conjunction with other signatories of .the 
General Agreement on ‘Tariffs and Trade. At 
the same time it is seeking to come to the best 
possible arrangements with various regional trad- 
ing blocs as its bargaining position permits. In 
view of the interdependence of the Government 
and organized industry for success in the sphere 
of international trade, it is especially gratifying 
to find that the Federation of British Industries 
has aligned itself in support of the Government's 
objectives. 

According to the latest report aan the F.B.I. 
(Overseas Trade Policy, 7s 6d net), hopes of 
expanding British trade are indissolubly linked 
with the preparedness of the world's main 


trading nations to accept the principles under- ` 


lying GATT. The report reminds the reader 
of the often forgotten advantages that member- 
ship of GATT confers. 

First, it provides for multilateral tariff negotia- 
tion whereby substantial reciprocal concessions 
between the major trading nations have already 
been achieved. Second, since such concessions 
cannot be withdrawn as long as the nation 
subscribes to GATT, irregular and unexpected 
changes in tariffs and restrictions are avoided and 
stability ensured. ‘Fhird, GATT effectively 
lays down a code of behaviour for trading nations 
to follow which can only conduce to improved 
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Kingdom traders. It can hardly have escaped 


'advanced economies may feel that the under- 
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relations between them, and lastly, it offers th 
signatories regular opportunities for the inter- 
change of views on matters of common concern. 
These, comments the report, are ‘substantial “ 
advantages, the benefits of which are manifest 
to anyone who recalls the chaotic conditions of 
international trade in the inter-war years’. 
The General Agreement on Tariffs and Trade 
is not without disadvantages. Membership entails 
certain obligations some of which may appear to 
work against the immediate interests of United 


public notice that all the proposals for tax stimuli 
for exporters have foundered upon the rock of 
Britain's contractual obligations under GATT.. 
Nor are the rules always consistently applied. Th 


developed nations are granted preferential treat- 
ment in matters of protection; likewise it is a 
continuous source of irritation that restrictive 
trade practices born before the inception of 
GATT persist. British industrialists have 
suffered as much in consequence of this 
country's affirmation of GATT as those of any ` 
other country, if not more. It is therefore 
gratifying to find organized industry drawing the 
conclusion that ‘on the whole, we gain substan- 
tially more than we lose by, membership of 
GATT'. 

'The adoption of «hee obligations predetermines 
all other aspects of the trade policy of the United 
Kingdom. It means that every opportunity for 
international: co-operation in minimizing trade 
restrictions must be fully supported. Thus, 
notes the F.B.I. report, Britain has a prime 
interest in seeking substantial concessions in the | 


. KENNEDY round. Nevertheless, it is not wedded 


entirely to the American attitude on this issue. 
It seems almost more sympathetic to the E.E.C.’s 
approach to the problem whereby the worst 
features of tariff restriction shall first be elimi- : 
nated, rather than to the American’s insistence 
on the ‘linear method’, whereby there should be 
an all-round reduction of tariffs regardless 
their present levels. The voice of British industria, 
lists is clearly heard in the demand that the ` 
United States administration should be left in 
no doubt as to the importance the former attach 
to the removal of non-tariff barriers, such as the 
American valuation procedures for customs duties. 
The F.B.I: policy statement rests on the key | 
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assumption that ‘the road to membership of the 
.E.C. is blocked for the foreseeable future’, 
although it believes that ‘there remains a wide- 
` spread hope that it is not blocked indefinitely’. 
Unfortunately, Western Europe is the fastest 
expariding area of trade in the world and this 
fact cannot be dissociated from the remarkable. 
growth in West German exports during the past 
decade. Likewise, Britain’s disappointing record 
over the same period must be explained at least 
in part by the fact that its traditional major 
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markets have been in the areas with the lowest 
rate of economic growth. 

The recent improvement in the United 
Kingdom balance of payments is a reflection of 
the emergence of Europe as Britain's largest 
customer. Hence the F.B.I. is right to stress that 
'the lowering of Community tariffs must clearly 
be a main object of .policy’. That objective, 
however, can best be achieved in concert with 
our allies and other trading nations. Economic 
progress, like peace, is indivisible. 


The Self-employed and Retirement 


by BRIAN LEVER, A.T. LL 


A comparative appraisal of the means available to the self-employed for providing 
themselves with retirement benefits, and a reminder of the nullification within certain 
income limits of any surtax relief for retirement annuity premiums. 


[X THEN, in April 1961, Mr Selwyn Lloyd 
extended earned income relief to 


surtax assessments, the results were 
simple enough in their effect. At the same time, 
however, he invented the additional earned in- 
come relief applicable only to surtax and designed 
to ensure that no profits or salary amounting to 
less than £5,000 should count as more than 
£2,000 for surtax. i 

One of the effects of this additional relief. "Was 
to-create a neutral zone within which increases or 
decreases in earned income leave surtax liability 
unchanged and this is an effect which néeds to 
be-borne in mind whenever retirement annuities 
are under consideration. In 1956, when Mr 
Macmillan introduced these annuities, the sürtax 
relief which they afforded was a major attraction 
but, at some levels of income, this relief has now 
céased to exist. 

Special consideration hàs always been ‘given 
to the tax treatment.of pension schemes for 
employees and in.1921 some very important 
concessions were made.-In consequence, pro- 
vided the rules governing the membership and 
administration of any particular scheme conform 
with the broad outline of that year's legislation — 


" which is now to be found in section 379 of the 


Income Tax Act of 1952 - not only is the income 
of the relative trust fund exempted from tax, but 
members' contributions: are deductible as an 
expense in their Schedule E assessments and thus 
relieved from surtax as well as from income tax. 
. Unfortunately these new privileges were con- 


fined like their predecessors to schemes sponsored 
by employers for the benefit of their employees; 

the self-employed were still limited to taking out 
endowment policies carrying only the usual life 
assurance relief on two-fifths of the 'allowable' 
premiums so far as income tax was concerned 
and no relief at all from surtax. Similarly under- 
privileged . were those employees whose em- 
ployers ran no pension scheme. 

Mr Macmillan's act of 1956 swept away this 
discrimination and put every toiler on an equal 
footing when providing for his retirement. 
‘Equal’ should, perhaps, be read in its Orwellian 
sense — especially if the favoured subjects of 
‘top hat’ and certain statutory schemes are 
taken into account for the purposes of comparison 
— but it is no part of this article to enter into 
nice distinctions between the various types of 
schemes which can be set up for employees. 
Suffice it to say that the 1956 legislation made 
available to the 'self-employed' categories bene- 
fits similar in most respects to those permitted to 
employees under the 1921 Act and made them 
available on similar terms. 

What is now proposed 1s a consideration of the 
two choices now open to the ‘self-employed’ 
categories, a term which comprises those who-are 
actually self-employed, controlling directors and 
all employees who are either without benefit of 
scheme or who have chosen not to participate in 
some scheme otherwise open to them. We shall 


also see that surtax relief is no longer an auto- 


matic inducement in the cases of some surtax 
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payers owing to the operation of Mr Selwyn 
Llovd’s £2,000 special earned income relief, so 
that correspondingly more Went must be given 
to other factors. 


The Available Choices 


The basis of all provision for retirement is, in 
" essence, life assurance, either by the purchase of 
an endowment policy or of a deferred annuity, 
and Parliament has for long encouraged this form 
of thrift by giving tax relief for the premiums paid. 
But relief for premiums paid in connection with 
deferred annuities is available only where the 
premiums are linked with a bona fide superannua- 
tion scheme, so that until the passing of the 1956 
Act, the ‘self-employed’ - were at a distinct 
disadvantage. The 1956 Act changed this situation 
by introducing relief for premiums paid by the 
self-employed to provide certain deferred annui- 
ties conforming to specified conditions which 
approximate very closely to those governing 
schemes for employees set up under the 1921 
Act. These special annuities are known as 
‘retirement annuities’ and are open to: 


(a) any individual not in pensionable employ- 
ment but who is in receipt of earned 
income; 


(b) any individual who is in pensionable em- 
ployment but who refrains from partici- 
pating in a sponsored scheme which is 
otherwise open to him; 


(c) any individual with both pensionable and 
non-pensionable earnings ; 


but an individual who is a controlling director 
of an investment company must leave out of 
account the emoluments of that employment. 

‘The main conditions attaching to the annuities 
are: 

(1) they must be secured by payment of a 
premium to a recognized life assurance 
office, such premium to be returnable only 
in the event of death; 


(ii) they must take the form of a life annuity . 


payable to the individual or to his widow 
and commence within the age limits of 
60 to 70; 

(ii) they must be for life only, but may con- 
tinue for a term certain not exceeding ten 
years despite death during that term; 


(iv) they may not be surrendered, commuted 
. nor assigned either in whole or in part. 


When received, the annuities will be taxed as 
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earned income assessable under Schedule E in 
the hands of the annuitant. 

Relief is given from income tax and surtax by * 
treating the ‘allowable amount’ of premium as an ^ 
expense in charging the remuneration or profits 
of the employment, trade, profession or vocation 
in which the individual is engaged, and the 
‘allowable amount’ for any year is the lesser of 
£750 or 10 per cent of the remuneration or pro- 
fits after deduction of any charges (such as 
interest payable) or capital allowances or post- 
1955-56 losses applicable to the source of income. 


The limits of £750 and ro per cent are in- 
creased in the cases of persons born before 1916. 
The incomes of husband and wife may not be. 
aggregated bot a wife niay set up her own 
scheme. Any part of a premium which has been: 
disallowed in one year owing to an insufficiency 
of qualifying income in that year, may be carried 
forward to a later year'and added to the premium 
of that later year, but this enlarged premium will 
similarly be subject to the limit of £750 or 10 per 
cent of net income. Where an individual has both 
pensionable and non-pensionable earnings (see 
(c) above), the £750 maximum is reduced by 
Io per cent of the pensionable earnings so that 
with pensionable remuneration of {£7,500 an 
individual ceases to be eligible for retirement 
annuities no matter how much other income he 
may earn. 

It will be seen that neither lump sum nor life 
cover can be provided by this method and that 
for these benefits recourse must be had to the^ 
endowment policy. The 'self-employed' must 
therefore choose in providing for their retirement 
between a deferred annuity payable only from 
normal retirement date and subject tc the quite 


ment policy which will provide a capital sum 
payable at any chosen date and which can then, 
if so desired, be converted in whole or in part into 
an annuity. It is also possible, of course, to effect 
a combination of the two. The respective merits 
of these two methods are summarized in the 
accompanying Table A. 

It wil now be apparent that a nice appraisal 
should be made of an individual's personal 
circumstances. before deciding what proportion 
of his income available for this type of investment “ 
should be allocated to either or both of the choices. 
A.family man will obviously need more life 
cover than a single man; in some cases account 
must be taken of possible future capital require- , 
ments, bearing in mind that a loan can be raised 
on an endowment policy, whereas a retirement 
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annuity policy has no negotiable value; regard 
ust also be had to any desire for a lump sum 
) be available on retirement. 
The absolute lack of flexibility in the retire- 
ent annuity needs to be balanced against the 
additional tax relief which it attracts when com- 
pared with the restricted relief given for premiums 
paid to provide the much more adaptable en- 
dowment policy. In many circumstances this 
additional relief will be found ineffective as a 
counterweight. 


TABLE A 
Retirement annuity Endowment policy 
(a) No capital sum payable. The ratio between lump 
Annuity must com- sum and annuity can be 
mence between ages Do fixed at retirement age, 
and 7o. which is itself un- 


restricted. 


In the event of death 
dependants receive the 
capital sum assured. 


-(b) In the event of death 
before retirement contri- 
butions are returnable. 


(c) Non-assignable. Can be used as security 


for a loan. 


(d) The annuity is taxable 
in full subject to earned 
income relief. 


ceived on maturity is 
free of tax. The interest 
content of an annuity 
purchased with the pro- 
ceeds is taxable but so 
much of that annuity as 
represents a return of 
capital is tax free. ‘There 
is no eatned income 
relief. 


(e) The premiums are al- Two-fifths of the pre- 
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The lump sum re- — 


lowed as a deduction 
from income for income 
tax and surtax. Owing 
to loss of earned income 
relief the income tax 
saving is effectively 
limited to seven-ninths 
of the standard rate of 
tax, (Eight-ninths where 
earned income exceeds 
£4,005.) 


. (f) The premiums ranking 


for relief are limited to a 
maximum of £750 per 


annum or one-tenth of. 


non-pensionable earned 
income. 


fniums receive relief 
from income . tax. 


(There are no earned ` 


income relief compli- 
cations.) There is no 
relief from surtax. 


The limit of allowable 
premiums is one-sixth 
of income from all 
sources, earned and un- 
earned, pensionable and 
non-pensionable. (No 
individual premium can 
attract relief in so far as 
it exceeds 7 per cent of 
thecapitalsumassured.) 


Surtax Relief 


Until 1961-62 all surtax payers who took out 
retirement annuities thereby reduced their surtax 
bill, but since April 1961 such a result is no 
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longer necessarily the case. Although the outlay 
in allowable premiums ranks as a deduction for 
surtax, one of the effects of Mr Selwyn Lloyd's 
additional surtax relief — which takes the form of a 
deduction from total income of up to £2,000 of 
earned income - is to create a zone within which 
a reduction (or increase, for that matter) in 
earned income has no effect on the amount of 
surtax payable. A. simple example will illustrate 
this point. ; 


Example 

A man with a salary of £3,000 pays a premium of 
£300 in respect of a retirement annuity. Before 
deduction of the premium his earned income for 
surtax would be: 








| £ £ 
Salary Ss 3,000 
Less Earned income relief (two- 
ninths) .. 667 
Additional relief (maximum 
£2,000) 333 
—— 1,000 
Assessable to surtax £2,000 





Allowing for the premium, the computation 
would be: 








£ £ 
Salary is 3,000 
Less: Retirement annuity premium 300 
2,700 
Less Earned income relief (two- 
ninths) .. 600 
Additional relief (maximum 
£2,000) : 100 
; —— 700 
Assessable to surtax £2,000 








This neutral zone extends from {2,572 (the 
point from which the {2,000 additional relief 
begins to operate) to £5,000 (the point at which 
the full £2,000 of relief is first reached); but it 
will be seen that this starting-point of £2,572 will 
be comprised of net earnings after deduction of 
the allowable premium, whereas the finishing 
point of £5,000 will be a gross sum before deduc- 
tion of any premium. Therefore, where the 
allowable premiums are 1o per cent of the i income, 
the neutral zone will commence when earnings 
reach £2,858 and finish at £5,000. 

For a person whose earned income lies between 
these limits no surtax benefit will result from in- 
vestment in a retirement annuity. 
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Plant Leasing | 


by R. OGDEN, F.C.A. 


Introduction 


EW plant and machinery and new methods 

of production or control are the breath of 

life to an expanding British industry but 
such things can bring with them temporary problems, 
as well as long-term benefits. 

Leasing of capital equipment js a means of solving 
some of these problems — in particular those of a 
financial nature — since by these means, an industrial 
undertaking can embark on a very considerable 
measure of modernization and re-equipment without 
disturbance of capital. ` 

Leasing is an entirely new concept of finance in 
Britain, although it has operated for several years 
on the other side of the Atlantic. In this country, it 
was instigated some three years ago, and my 
company were one of the pioneers in this field. -It 
is a system which is likely to be found attractive by 
any well-established undertaking interested in increas- 
ing its capital equipment or replacing existing plant 
and machinery. ` 

It is also a system which is in the nature ofan 
alternative to the utilization of bank overdraft or 
other borrowing facilities, also the utilization of the 
much more widely known deferred purchase contract. 
However, it should not be regarded as’ entirely 
superseding or taking the place of facilities of this 
nature, since leasing aims more at providing an 
additional or complementary facility to the industrial 
community. » 


The Leasing Contract 


Perhaps, at this stage, it would be as well to indicate 
the precise nature of a leasing contract. A simple 
definition would, I think, be a hiring without 
option to purchase, as opposed to the more widely 
understood deferred purchase contract, which is a 
hiring with option to purchase, the option being 
exercised at the conclusion of the contract when all 
instalments have been paid, whereupon title in the 
plant comprised in the contract passes from the 
finance house to the other party to the transaction. 

Thus, under leasing arrangements, the lessee 
never automatically becomes the owner of the plant 
comprised in the lease, though this need not place 
him at any disadvantage, as I shall explain later. 
The actual leasing documents are perfectly straight- 
forward, and comprise an original lease, which is 
executed by the finance house and retained by the 
lessee, and a counterpart lease, which is executed by 
the lessee and. retained by the finance house. 
Execution is not under seal, all that is required being 
a signature over a 6d stamp of someone duly 
authorized to sign. 


The author of this paper presented at a one-day 
accounting seminar organized by The Cotton 
Board Productivity Centre at Manchester in 
May, is northern manager of the Astley Leasing 
Co Lid, a member of the Astley Industrial Group 


of Companies. Despite his obvious vested interest, 
Mr Ogden discusses the subject of plant leasing 
in an objective manner, comparing the economics 
of leasing with outright purchase. 





Apart from setting out the length of the leasing “4 


term and the position in the event of the default of 
the lessee, the principal clauses in the lease provide: 


(x) That the lessee will use the plant in a skillful and | 


proper manner, and bear the cost of repairs and 
maintenance. ; 
(2) That the lessee will keep'the plant in his own 
possession, and not remove it from his premises 
without the lessor's consent. 


(3) That the lessee will bear the full risk for loss of, _ 


or damage to, the plant. l 

(4) That the lessee will keep the plant insured at 
all times throughout the term of the lease, for 
the full replacement value. 


Leasing Term and Rental Charge 


No hard and fast rules apply so far as the leasing 
term is concerned, and this can vary according to 
the type of plant and its cost price, the requirements 
of the prospective lessee, and any other factors 
involved in an individual case, the object being to 
effect a tailor-made scheme in the light of all the 
factors involved. 

The leasing term is divided into two periods, 
which are called the primary period and the secondary 
period. During the primary period, the finance house 
recovers, in the form of rentals, the capital cost of 
the plant, together with interest on the money it has 
laid out, and during the secondary period, rentals 
reduce to a nominal rate only. 

This may well be clearer if we take an example 
based on plant costing £10,000, which, under 
average circumstances, would probably be dealt with 
on a lease for a term of ten years, divided into a 
primary period of five years and a secondary period 
of five years. 

In this event, the lease might provide for the 
payment of sixty monthly rentals of £204, during 
the primary period of,five years, followed by sixty 
monthly rentals of {10, during the secondary period 
of five years. Rentals are always payable in advance, 
and, whilst they are very frequently arranged to be 
payable monthly, the scheme is most flexible from 
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this point of view, and they could be arranged to be 


prs on a quarterly, half-yearly, and even a 


D 
€ 


` 


yearly basis, if required. 


Termination of Lease 


One of the first questions which is frequently asked 
by a prospective lessee concerns the position arising 
on the termination of the total. leasing period, and 
I propose now to deal with this, and the various 
alternatives open to the lessee. 

It must be remembered that, under leasing 
arrangements, title in the plant never passes auto- 
matically to the lessee, as it would to a hirer under 
a hire-purchase agreement, and I mentioned earlier 
on that this need not constitute a disadvantage to the 
lessee. 

If title in the plant has been acquired either by 


fj outright purchase or through the medium of a hire- 


wf 


purchase agreement, then, broadly speaking, the 
owner is likely to want to adopt one of two 
alternatives: 


(r) If the plant is satisfactory and completely 
efficient from the production point of view, it 
can continue to be used for as long as desired. 
If the plant has begun to suffer from obsolescence 
and a new and more efficient production unit 
is available, then new plant can be acquired and 
any residual value in the old plant can be 
realized, such proceeds being offset against the 
cost of the new plant. | 

A lessee who is in possession of plant under a 
lease without having title can, however, adopt one of 
the same two alternatives. In the event of the lessee 
wishing to have continued use of the plant, a renewal 
of the lease can be effected, either on an annual 
basis, or for a further fixed term at an annual rental 
that would be virtually peppercorn. 

Arrangements for the renewal may be made 
during the latter months of the lease or, alternatively, 
an option to renew might be given when the lease 
is first entered into. Thus, on the one hand, the 
lessee can be assured of continuity of use or security 
of tenure, for so long as he requires, in just the same 
way as if he had title. On the other hand, where 
plant has become obsolete, or in cases where it is 
desired to take advantage of the very latest develop- 
ments in the particular field in question, -then the 
lessee can be supplied with new plant under a new 
lease, on terms which would take into account the 
residual value of the old plant. 

Nor is it necessary for the lessee to wait until the 
lease has run out before he can exchange plant in 
this way. It is reasonable to suppose that, in the 
ordinary way, it would not be done before the expiry 
of the primary leasing period, in which case the 
finance house would sell the old plant, and, subject 
to a handling charge and any expenses, the proceeds 
would be set against the cost of the new plant, 
and would thus reflect in the rentals charged under 
the new lease. 


(2) 
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In the event of a lessee wishing to exchange plant 
before expiration of the primary leasing period, 
the amount of the residual value of the old plant 
would become of much greater significance. Under 
the terms of the lease, the lessee would be prima facie 
liable for the whole of the primary rentals, though in 
practice a rebate of charges for the unexpired. leasing 
period might be allowed. Thus, the position is that, 
if the proceeds of sale of the old plant were insufficient 
to-reimburse the finance house for the outstanding 
capital, together with charges for the unexpired 
period of the lease, the lessee would have to make 
up the deficiency. 

Whilst dealing with these particular aspects of 
leasing, it might be mentioned that thaugh no 
option to purchase can be given or implied, in 
connection with a leasing transaction, a finance 


house might consider selling plant comprised in a 


lease to the lessee during the secondary period. 
However, no such sale could be contemplated by the 
finance house at any price other than the open market 


‘value of the plant at the time in question, and, if 


necessary, the services of an independent valuer 
would have to be obtained to establish the open 
market value. 

If, after expiration of the primary leasing period, 
the open market value of the plant was still fairly 
substantial, there would be little to be gained from 
the point of view of the lessee, in buying the plant, 
bearing in mind that, after expiration of the primary 
leasing period, the lessee will have paid, in the form 
of rentals, an amount equal to the original cost of the 
plant, together with the charges of the finar.ce house 
on the capital sum laid out over the primary period. 

If we remember that the lessee can continue to 
have the use of the plant by virtue of the terms of 
the lease, on payment of nominal rentals only, or 
alternatively he can have new plant on a new lease, on 
terms which will give him the benefit of the residual 
value of the old plant, it follows that it would only be 
a proposition for the lessee to buy the plant if its 
open market value could be established at a very 
low figure. . 


The Taxation Position 


The taxation position which arises on leasing is the 
next thing which might be considered. 

Whilst it is probably generally known that 
expenditure incurred by a business in acquiring 
plant and machinery attracts certain allowances, in 
computing the profits of that business fo- taxation 
purposes, the broad details of these allowances, which 
are known as capital allowances, might perhaps be 
summarized. 


They are as follows: 
(x) An investment allowance of 30 per cent of the 
cost of the plant. 


(2) An initial allowance of 10 per cent of che cost of 
the plant: 


(3) An annual allowance of varying rate according to - 
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the type of plant and its estimated useful 
. working life, the lowest rate now being r5 per 
cent. 

The investment and the initial allowances are 
obtained in the first year of acquisition of the plant, 
together with the annual allowance for the first year. 
Thereafter, year by year, the annual allowance only 
is claimed, and it is usually calculated on the written- 
down value of the plant, after deducting the previous 
year's allowance. The investment allowance, however, 
is not taken into account in these calculations, which 
has the effect of giving total capital allowances over 
the whole life of the plant of 130 per cent of the 
cost of acquiring the plant. 

By reason of the fact that the finance house is the 
owner and has incurred the expenditure in acquiring 
the plant which is comprised in the lease, it is the 
finance house and not the lessee which obtains the 
benefit of these capital allowances. 

The lessee's position is, however, that he is 
committed under the lease to an annual charge in 
respect of the rentals payable, and these rentals are 
eventually debited to his profit and loss account, in 
precisely the same way as wages and overhead 
expenses. 

This debit in the profit and loss account in respect 
of rentals is one which is allowed by the Inland 
Revenue as a legitimate charge against profits for 
taxation purposes in the accounts of the business, 
with the result that taxation relief, both income tax 
and profits tax, on all rentals paid is automatically 
obtained, by the lessee, in place of the relief based 
on capital allowances, which he would otherwise 
obtain if he were the owner of the plant. 


This state of affairs can perhaps be better 


appreciated by looking at an example, containing 
some hypothetical figures, but before doing so, there 
is one other point which bears making reference to, 
and whicli has arisen of latter months, since it is 
something which is now quite frequently taken into 
account when agreeing the precise terms of a lease. 
It concerns the investment allowance, which, as 
already explained, is granted in the first year of 
acquisition of any plant, and, under leasing, is 
claimed by the finance house. Until November 1962, 
this allowance had been granted at the rate of only 
20 per cent of the cost of the plant, but at that time 
it may be recalled that the Chancellor of the 
Exchequer announced, amongst other taxation 
changes, that he intended to introduce in his next 
Budget an increase to 30 per cent, with retrospective 


effect. This was subsequently dealt with in this 


year's Budget, and the increased rate becomes 
operative under the new Finance Act in the usual 
way. 

This affects leasing in so far as that, with this 
. fairly high rate of investment allowance, it has now 
become possible for a finance house to pass on to 
the lessee some of the investment allowance benefit. 
Depending on all the circumstances this is frequently 
done by allowing a rebate of primary rentals. Some- 
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times the rebate might be conditional upon all prior 
rentals being paid within seven days of their due date, 
or in other cases, the lease might be drawn up so as 
to provide for the lesser number of primary rentals 
arrived at, after deducting the number of rentals to ~ 
be allowed as rebate. This position is illustrated 
in the example given in the appendix to this paper. 
The figures are purely hypothetical for illustration 
purposes only, and they are not intended to indicate 
the precise terms and current cost of leasing plant 
priced at £ 10,000.. 

It will be seen that, over a period of five years, 
leasing shows a saving of £662. A poSition somewhat 
similar would also be disclosed if a comparison of 
this sort were struck as between leasing and outright 
cash purchase of plant, utilizing bank overdraft 
facilities for the purpose though it should be 
mentioned that, if overdraft facilities were used, the - 


` gross cost would be something less than with deferred 4 


purchase, since the bank's charges for the overdraft 
facility would be less than the deferred purchase 
charges of a finance house. Hence.the saving disclosed 
would be less than that in this example. 

From the point of view of deferred purchase and 
outright purchase, the figures shown in the example 
are not, of course, the end of the whole story. It 
wil be remembered that, when a business incurs 
expenditure in acquiring plant, an annual allowance 
can be claimed each year until the plant is wholly 
written off or sold. With deferred purchase and 
outright purchase, this allowance will continue 
beyond five years, though diminishing in amount 
each year usually being calculated on the written- 


.down value after deducting the previous year's 


allowances. Ignoring the possibility of the plant 
being sold, however, it follows that to obtain taxation / 
relief on the whole of the original cost of the plant ^ 
takes many years, and it might be said that the 
difference between leasing and purchasing by any 
method, so far as taxation relief is concerned, is that 
leasing accelerates taxation relief, because full relief 
is obtained on the money paid out as rentals in the 
year in which it is paid out instead of obtaining 
relief on a diminishing amount year by year over 
many years, based on an amount paid at the outset 
when the plant was first acquired. 


Similar comparisons could be made in respect 
of leases arranged on other terms but it would be 
found that when the primary leasing period is 
arranged for longer than five years, any savings becomes 
progressively less and where the primary leasing period 
is eight years or more, it may well be that any saving 
swings in favour of deferred purchase. There are, 
of course, several advantages with leasing which will ` 
be summarized later, and which are quite apart from ` 
the taxation aspects, but, from the point of view of 
taxation, leasing does favour plant and other assets 
having a shorter life — say up to ten years — or plant 
which is likely to be replaced within that period 
possibly on the grounds-of obsolescence where it is 
desired to keep abreast of the very latest develop- 
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APPENDIX 
b COMPARISION OF TAXATION RELIEFS 
Leasing and deferred Purchase 


Assume that plant costing £10,000 is placed on lease 
for ten years with a primary period of five years and 
rentals at the rate of {204 per month and a secondary 
period of five years, and rentals at the rate of {10 
per month, with three months’ rebate of primary 
rentals. 








Primary period 
£ 
Fifty-seven monthly rentals of £204 11,628 
Three monthly rentals of {10 .. T 30 
Gross rental charge, primary period 11,658 
Less: taxation relief on rentals paid, 
income tax at 7s od in £ and profits 
tax at 15 per cent Se SN Së 6,266 
Net rental charge, primary period £5,392 
Secondary period 
£ 


Sixty monthly rentals at nominal rate of 
Á10  . i 600 


Less: taxation relief as above .. 322 
Net rental charge, secondary period £278 


If the same plant were acquired by means of a deferred 
purchase contract, over a period of five years, taxation 
relief would be obtained through capital allowances, 
and the position at the end of five years would be as 
follows: 




















£ 
Cost of plant D SS 10,000 
Five years’ interest charge 2,025 
Gross cost .. 12,025 
Less: allowances for taxation £ 
Investment allowance at 30 per 
cent .. pt dé 3,000 
Initial allowance at 10 per cent 1,000 
Five years’ annual allowance at 
IS per cent is .. 5,085 
Interest as above, which would 
be an allowable charge against 
profits. m . 2,025 
£11,110 
—ÁÉ 
Relief for income tax at 4s 9d in f, and 
profits tax at 15 per cent thereon 5,971 
Net cost tó end of five years £6,054 
Net cost on deferred purchase for five Ud 
yearsasabove .. s js T 6,054. 
Net rental charge on leasing for five years 5,392 
Saving on leasing .. £662 
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ments and production techniques in the industry 
concerned. 


Inception of a Leasing Transaction 


It might be helpful to describe what usually takes 
place on inception of a leasing transaction, including 
the events leading up to this stage, and the services 
which the finance house provides. It has been found 
that circumstances vary fairly widely at the very 
outset. On the one hand, a prospective lessee may 
have decided exactly what plant he desires and may 
have placed a firm order with a manufacturer before 
ever having approached a finance house for financial 
assistance. On the other hand, a prospective lessee 
might approach a finance house at a stage where he is 
still only thinking in the most tentative terms that 
some new plant may be advantageous in his factory, 
being anxious to find out what assistance would be 
available to him, and on what terms, before reaching 
a final decision whether or not to have new plant 
at all. , 

. Whatever the position may be between these two 
extremes, it is part of the service of the finance house 
to visit the prospective lessee with a view to providing 
expert advice on all financial aspects of the matter, 
including the provision of estimated costs, compara- 
tive statements and other figures, all based on the 


‘type of plant concerned in the inquiry and the 


weight of money likely to be involved; all this is 
done without obligation of any sort. 

“Assuming that negotiations proceed in the normal 
manner to a point where the prospective lessee 
decides he will go ahead with his re-equipment 
scheme, utilizing the facilities offered by the finance 
house, it then becomes necessary for the finance 
house to decide that the proposition is an acceptable 
credit risk before proceeding to underwrite the 
transaction. 

For the purpose of underwriting, as it is generally 
termed, the usual bank reference and trade reports 
have to be taken up and, in addition, it is often 
required to have sight of the latest audited balance 
sheet and profit and loss account of the firm or 
company concerned. Indeed, in some cases, it may 


be required to have sight of these documents apper- 


taining to the last three years. 

The necessity for seeing balance sheets is partly 
judged on the information disclosed in trade reports, 
though when the amount of money involved in any 
proposal is really substantial, balance sheets are 
invariably called for except, possibly, when dealing 
with a large public company whose name is known 
nationally and whose published balance sheet will be 
available any way to almost anyone. 

_ From these sources of information, coupled with 


information obtained and impressions gained when 


visiting the prospective lessee, it is usually possible to 
form an opinion as to the acceptability or otherwise 
of a proposal and, at this stage, the proposal is 
placed before a credit committee, who consider all 
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the facts and give a final decision as to acceptance or 
rejection. 

Sometimes, when a proposal is accepted, certain 
conditions are stipulated and the most common 
examples of these might be mentioned. They are: 


(1) Landlord's Waiver 


When the business of the prospective lessee is- ` 


operated from rented premises as distinct from 
owning the freehold of the factory, it is usually 
: required that the landlord should sign a form 
of waiver as regards the plant which is comprised 
in the lease and erected in the rented premises. 
The purpose of this will be readily appreciated 
in that there must be no doubt of the title of the 
finance, house in the plant if, for example, the 
landlord were to distrain for non-payment of 


rent of the premises on the part of the lessee at- 


some time in the future. 'T'he form of waiver is 
a simple document, which is signed over a 
6d stamp by the landlord, acknowledging that 
the plant comprised in the lease between his 
tenant and the finance house shall not be 
considered as attaching to the freehold. . 


(2) Mortgagee's and Debenture-holder's Waiver .. ` 
Where the business of the prospective lessee is. 


operated from premises which have been charged 


as security for a mortgage, or as security for a 


debenture issue, it may be that a waiver would 
be required from the mortgagee or trustee for 


the debenture-holders. As will once again be- 
readily appreciated, the purpose of this je to. 


safeguard the title of the finance house in the 
plant, in the event of any ER arising in the 
future. 


(3) Guarantees 
here are instances where personal guarantees 
. might be required by the finance house. Such 
an instance might be that of a fairly récently 
formed company having a relatively high pro- 
portion of its capital in the form of directors' 
loans which could be repaid on demand. T'he 
personal guarantees of the directors might 
then be asked for or alternatively they might 
be asked to give an undertaking not to withdraw 
their loans in whole or in part during the 
currency of the lease of the plant. 


When a proposal is accepted by the credit com- 
mittee, acceptance is confirmed in writing to the 
lessee and a firm quotation in accordance with the 
leasing terms already agreed to is given, but after this 
has been done, there is usually no further action 
which can be taken until the plant is delivered and 
installed and put into working order by the supplier. 

However, there are cases when a long period may 
elapse between the time of acceptance of a proposal 
and the time when the plant is actually delivered. 
Sometimes, the plant has to be specially built by the 
manufacturer; in some spheres, such as large 
machine tools, the manufacturers are working on 
very long delivery dates, and yet again it often 
happens that the plant is being imported from 
abroad. 

In all such cases, there will inevitably be a long 
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delay between accepting a proposal from a pros- 
pective lessee and entering into the actual lease since 
obviously the lease cannot be brought into force on 
the lessee be expected to start paying rent when the 
plant has not been installed and put into working . 
order. 

It then frequently happens that the manufacturer 
of the plant will require progress payments or a 
deposit on placing the order and when this position 
arises the finance house deals with it as part of the 
service it provides. Generally speaking, whatever 
payment terms the manufacturer stipulates and the 
prospective lessee agrees to at the time of placing an 
order for the plant will be adhered to by the finance 
house. The finance house will make such deposits 
or progress payments as are called for on behalf of 
the prospective lessee on the due dates agreed upon, 
and eventually, when the actual lease is entered into, 
the finance house will make a charge for interest on 
the amount of all payments, calculated on a day-to- ' 
day basis from the date of making each payment up 
to the date of the lease. 

Depending on circumstances, the finance house 


may take a promissory note as security for such 


"e 


payments, and, where the delay is likely to be very 
protracted, it may ask the prospective lessee to 
enter into a simple form of agreement for a lease to 
cover the interim period before the execution of the 


' lease proper. 


It will be noted that at no point is the finance 
house involved in the actual ordering of the plant. 
In other words, it is the prospective lessee who 
decides exactly what plant is required to suit the 


.needs of his business and he then approaches the 


supplier or manufacturer of his choice either British 
or foreign. The only way in which the finance house 
becomes involved in this aspect is that it is frequently ^ 
requested by the supplier or manufacturer to confirm 
the order placed by the prospective lessee and 
confirm that the plant when supplied is to be financed 
on behalf of the prospective lessee. 

It is perhaps also worth mentioning that in respect 
of plant to be imported from a foreign manufacturer, 
much of the documentation connected with such 
things as application for duty free import, customs 


. clearance, foreign exchange and the like, is handled 


by the finance house since, of course, they are 
technically the importers and will be the eventual 
owners of the plant. 


Completion of the Lease 


In due course, the plant will be installed in working 
order and the supplier will have rendered a final 
invoice and it is at this point that the leasing docu- 
ments are completed and rental payments commence. 
As mentioned earlier in these notes, the lease is in two 
parts, the original and the counterpart. 

It will be appreciated that the supplier's invoice 
must be sent to the finance house and must be 
addressed in the name of the finance house, since it 
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an additional partner... 


Expert financial, service, based on wide indus- 
trial experience, is a good additional partner 
for any progressive business. 


Charterhouse Industrial Development Com- 

pany provides permanent or semi-permanent 2 
capital for privately-owned industrial and 
commercial concerns which have continuing 

sound management. Charterhouse is content 

to become a minority partner, the existing 
proprietors retaining control. 


In this way many of the problems of financing 
the expansion of private companies can be 
solved. So, too, can those of owners who wish 
to realise part of their interests to meet estate 
duties or for other purposes. 


Charterhouse has been financing private com- 
panies for twenty-five years and has particular 
experience of the problems of medium-sized 
and smaller firms. Directors or professional 
advisers are invited to write to or telephone 
The Secretary: 





A MEMBER OF THE CHARTERHOUSE INDUSTRIAL 
f CHARTERHOUSE DEVELOPMENT COMPANY LTD. 


GO ST, SWITHIN'S LANE, LONDON, E.C.4 
GROUP MANSION HOUSE 1540 
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HOW FLEXIBLE IS ‘FLEXIBLE’? 


Flexibility comes in different sizes. It is a flexible term. 

Applied to the new Olivetti Audit 24-class range of accounting ma- 

chines it means ‘flexible to individual requirements over a wide range of 

applications’. 

As flexible as this because: 

e there is a choice between eleven different models;. 

e every model carries four distinct work programmes on.its programme 
panel, and operates in both advance and return carriage directions; 

e besides the normal programmed commands, the content (zero or other- 
wise) or the sign of the content (plüs or minus) of a register can create 
an automatic selection as necessary. 

And yet the Olivetti Audit 24-class machines are less expensive to 

install and to run. | zu = 
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as organisations and firms like these The American Express Company Inc 
British Railways (Southern Region) - Cow & Gate Ltd - Evershed & Vignoles Limited 
Fiat (England) Limited - Forestry Commission - Horizon Holidays Limited * Kenwood 
Manufacturing Company Limited * J Lyons & Company Limited - Morganite Crucible 
Limited - The Observer Limited - James Robertson & Sons Preserve Manufacturers 
Ltd - Sangers Limited - Tetra Pak (London) Limited have already discovered 
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is the finance house‘ which is buying the plant and 


-must acquire title to it. When the finance house 


receives the invoice, the counterpart lease is prepared 
and sent to the lessee for signature together with a 
banker's order for payment of the rentals and also 
a satisfaction note which the lessee signs as an 


acknowledgement that the plant has been received, - 


installed and is working to his satisfaction. This 
satisfaction note also contains details of the lessee's 
insurance covers applicable to the plant which, 
under one of the terms of the lease, he must maintain 
in force. 

After signature of all these documents by the 
lessee, they are returned to the finance house for 
retention, whereupon the original of the lease, 
signed for and on behalf of the finance house, is sent 
to the lessee for his retention and the finance house 
then settles the supplier’s invoice. At this juncture, 
also, the finance house will obtain settlement from 
the lessee of any day-to-day interest charges arising 
from progress payments made prior to the delivery 
of the plant. Thus the lease comes into being. 


Advantages and Disadvantages 


When considering leasing as a method of financing: 


plant additions or replacements, it is obviously 
important to understand the advantages and dis- 
advantages and perhaps this might be brought out 
and explained as we go along. | 


The obvious advantage which comes to mind is the . 


fact that no monetary outlay is necessary — not even 
an initial down payment as there would be with 
deferred purchase, though it cannot be emphasized 
too strongly ‚that leasing was never intended as a 
special attraction to those individuals, firms or 
companies who have virtually no capital and reserves 
and literally cannot raise the amount of a down 
payment. 

The position is far better expressed by saying that 
leasing is a means whereby an established and 
progressive undertaking can acquire the use of 
(as distinct from the ownership of) the most up-to- 
date plant available at any given time, without 


disturbing its resources in any way. Not only cash 


resources remain undisturbed; within limits, so does 
the borrowing potential Leasing is not borrowing, 
and a leasing transaction does not give rise to the 
appearance of a creditor item in a balance sheet so 
that, to this extent, such borrowings or credit lines 
as may be obtainable from banks or other sources, 
are not likely to be influenced and will remain 
available in full to call upon at short notice to 
finance the day-to-day operations. 

It may be a material point to bear in mind that 
re-equipment of plant can give rise to the need for 
additional working capital to finance larger quantities 
of raw materials, increased wages, perhaps increased 
stock of finished goods, and subsequently increased 
debtors accounts. 

Thus when an overdraft has been granted there is 
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much to be said in favour of using it as day-to-day 
working capital, leaving plant and equipment to 
be dealt with by leasing, as a means of increasing 
productivity and subsequent profits. 

Coexistent with this advantage, it can be said that, 
for practical. purposes, the lessee is in virtually the 
same position as if the plant were owned, since, 
as we have already seen, he can be assured of 
continuity of use or security of tenure, on the one 
hand, or he can acquire the use of new plent at any 
time on terms which will take into account the 
residual value of the old plant. 

Leasing also offers the considerable advantage of 
fixed terms. Once a lease has been agreed and 
entered into, the terms cannot be varied so that a 
credit squeeze or other embarrassment arising from 
changes in the general economic climate cannot 
have the repercussions which may ensue if bank 
facilities are being used to the limit and a request 
to reduce overdraft limits is received from the bank. 
Bank interest rates, too, are liable to fluctuate from 


time to time. 


Arising from the fixed nature of leasing terms, it is 


. also suggested that when plant is leased, costings 


may be simplified and the preparation of budgets and 
other statistics over the period of the lease may be 


facilitated. 
,. Lhe main disadvantages are that no undertaking 


can be given or implied as to passing title in the 


. plant, nor can it be stated at what price a sale might 


be effected at some future date. 

After the payment of the primary rentals, the 
lessee has no residual value in the plant as he would 
do if he had purchased it in the first instance, but 
these disadvantages are offset in large measure by 
the terms on which plant can be exchanged or existing 
Ser ees which have already been dealt with 
in detail. 


Conclusions. 


In concluding my paper on leasing, I car: say that, 
in the comparatively short period during which 
leasing facilities have been made available in Britain, 
their use has become accepted practice in many 
quarters, representative of the whole range of 
British industry. These facilities have been applied 
to the requirements of companies of all sizes from 
some of the largest industrial undertakings, whose 


names are well known, to progressive smaller 


companies wishing to expand without disturbin 
existing resources or introducing new capital, wit 
the consequent possibility of the status quo as 
regards existing control being upset. 

Manufacturers of capital equipment are also 


' becoming more and more interested in leasing in the 
‘belief that it can operate as an aid to their own sales 


organization in those instances where their customer 
has to consider how best to finance the equipment 
being .ordered. Many such manufacturers are 
advocating the use of leasing facilities, in cases when 
they consider the circumstances are appropriate and 
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sometimes where standard machines are produced, 
at a fixed price, special rental terms are worked out 
in conjunction with a finance house which can be 
quoted in brochures in addition to the usual selling 
price. 

Leasing is perhaps not always the complete 
answer and its suitability to a given case must 
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depend on circumstances, and if the greatest benefits 
are to be obtained from this comparatively new tech- 
nique, it may be that on occasions a new approach 
wil be necessary to the question of industrial 
finance. For instance, the desire to ‘own’ is traditional, 
but in present-day circumstances it may be questioned 
whether it should invariably be the only outlook. 


European Congress of Accountants 
ADDRESSES AT OPENING SESSION 


The European Congress of Accountants opened in 
Edinburgh last Tuesday. His Royal Highness Prince 
Philip, Duke of Edinburgh, patron of the Congress, 
sent the following message: 


‘I would like to extend a very warm welcome to all 
the participants in the European Congress of 
Accountants. l 

This is the first European Congress to bé 
supported by all the leading accountancy bodies from 
twenty-one European countries and it illustrates the 

— growing importance of finding a common approach 
to the financial problems of international commerce 
and industry. Te 

Governments and managements must have the 
facts before they can make reasonable decisions, and 
it is no exaggeration to say that the financial facts 
are the most important of all. ' 

Accounting machines and electronic data pro- 
cessing are increasinglv powerful tools which will 
have a profound influence upon the future of accoun- 
tancy but even greater will be the influence of 
congresses such as this; the new friendships and 
understanding and the discussion of practices, 
procedures and problems which they promote. | 

I hope your congress will be a great success and 
that all participants from home and abroad will have 
avery pleasant time in Scotland. ` | 

At the opening session in the afternoon addresses were 
given by the President of the Congress and Chairman 
of the Policy Committee, Mr Alexander McKellar, 
C.A., The Rt Hon. The Earl of Home, K.T., Secretary 
of State for Foreign Affairs, m.p., WP Dr Wilhelm 
Elmendorff, President of the Union Européenne des 
Experts Comptables Economiques et Financiers and 
President of the Institut der Wirtschaftsprüfer in 
Deutschland e.V., and M F-M. Richard, President 
of the Ordre National des Experts Comptables et des 
Comptables Agréés, (France). Their addresses are 
réported below. ` 
On Monday evening members of official dele- 
gations to the Congress and their ladies were the 
guests of the President, Mr W. L. Milligan, B.A., 
J.P., C.A, and members of the Council of The 
Institute of Chartered Accountants of Scotland at a 
reception held in the Assembly: Rooms. On Tuesday 
morning members and their ladies attended church 
services at St Giles Cathedral and St Mary's 
Catholic Cathedral. | ` 


LORD HOME OPENS CONGRESS 


Addressing delegates, Lord Home said: 
I would congratulate you on holding your Congress , 
in Scotland, a place where you may be sure. the raw 
material of your profession is treated with the 
deference which 1s its due. 2 

Clearly I, as a politician, can say nothing to you 
which could add to your professional knowledge. 
For you to fluff is a crime; for the politician it is an 
art. You make it plain that two and two make four; 
we prefer a margin of inexactitude. Not that I hold 
any of this against you, for where should I be in my 
running cold war with the Inland Revenue without 
you on my side? 

I congratulate you too on the size and composition 
of this Congress. It represents a profession which, by 
its example of professional skill and rectitude, has 
acquired the highest reputation and it helps all of us 
to look beyond our national boundaries and to think 
as Europeans. 

He then went on to refer to the international ^ 
political situation and concluded his speech by saying 
that Europe, which had at once been the cockpit 
of wars and yet the fountain-head of civilization, could 
play a decisive part in fashioning the new society. 
‘Let us then be inspired’, he declared, ‘by your 
example of unity and work and act together so that 
the burden of fear may be lifted and replaced by a 
new order of conduct between men.’ 


PRESIDENT'S ADDRESS 


In his Presidential address Mr Alexander McKellar 
referred to the message of welcome by H.R.H. 'The 
Duke of Edinburgh, and it was agreed by the 
Congress to send a telegram in reply in the following 
terms: l l 
"Ihe European Congress of Accountants, 1963, ` 
assembled in plenary session at the Usher Hall, 
Edinburgh, desires to express grateful appreciation 
of the message which His Royal Highness Prince 
Philip as Patron of the Congress has been graciously . 
pleased to send to the Congress.’ 
Continuing his address Mr McKellar said: 
As you know, International Congresses of Account- 
ants were held in London in 1952 and in Amsterdam 
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in 1957. The 1962 Congress was to be held in New 
York and we did not then have the great pleasure 
-of knowing that our French colleagues would be 
invited to undertake the organization of the 1967 
International Congress. It seemed, therefore, in 
1957 after that wonderful 


Congress in Ámsterdam 
which was presided over 
with such great dis- 
tinction by Mr Jakob 
Kraayenhof that many 
years might elapse be- 
foremembersof the pro- 
fession in Europe might 
be brought together 
again in a European 
centre for a conference 
organized on a broad 
international basis. It 
was these circumstances 
that Mr Kraayenhof, 
with the support of Sir 
Thomas Robson, initi. 
ated the proposal that all 
the leading accountancy 

bodies in Europe should support the holding of a 

purely European Congress. 





Mr Alexander McKellar 


Successful Collaboration 


The proposal was imaginative and timely but 
naturally raised many problems, not least because 
there was no established machinery for collaboration 
amongst the European professional bodies as a whole. 
Certain of the organizations were associated with one 
another as fellow members of U.E.C. (Union 
Européenne des Experts Comptables Economiques et 
Financiers) but others for various reasons had not 
felt able to join that body as it was then constituted 
and the links of these bodies with one another and 
with the principal U.E.C. bodies were mainly on an 
informal though friendly basis. 

When, therefore, The Institute of Chartered 
Accountants of Scotland was asked whether it would 
organize and act as host to a European Congress in 
Edinburgh in 1963 we regarded this both as an 
honour and as a challenge, the meeting of which 
would call for the exercise of all our own initiative 
and ability and for the maximum co-operation by all 
the other bodies concerned. I want at the outset of 
this Congress to say how much we in the Scottish 
Institute appreciate the help we have received from 
the representatives of other bodies on the- Congress 
Policy Committee which was. established on a 
representative basis as a channel for co-operation and 
advice from all the bodies which are associated with 
us in this great enterprise. 

Many of the members of this Committee were 
able also to play an important part in long and 
complicated parallel discussions which took place 
between, on the one hand, representatives of U.E.C. 
and, on the other hand, representatives of the 
British, Irish, Netherlands and Scandinavian bodies 
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which were not members of U.E.C. That these 
negotiations were brought to a successful conclusion 
is due in very great measure to the wisdom and 
patience of Dr Elmendorff, to whom I would like 
to pay a particular personal tribute. I would also 
like to refer to the very important contributions by 
Mr Treffers, of the Netherlands, and by our late 
lamented colleague, Monsieur Alexandre, of France. 
You can well appreciate that the successful conclusion 
of these negotiations was a happy and momentous 
occasion for all concerned and since April 23rd, 1963, 
the non-member bodies to which I have referred 
have been members of U.E.C. in terms of a revised 
constitution of that organization. 

I am confident that this development augurs well 
for the future of our profession in Europe. I am 
equally confident that this result might never have 
been attained if the task of preparing for the 
Edinburgh Congress had not been before us as a 
common and immediate aim. To some extent, there- 
fore, it can be said that this Congress has already 
achieved a notable measure of success before it has 
even begun. Obviously, however, the possibilities 
are not yet exhausted and I hope that in the days that 
lie immediately ahead we shall reap a further harvest. 

In a Europe which is becoming increasingly more 
closely integrated economically it is of the very 
greatest importance to the accountancy profession that 
its members should be fully aware of relevant 
developments in the various countries. Whatever 
economic, or indeed political, changes may occur, our 
profession must continue, in the future as in the 
past, to provide adequate service to the business 
community. 


DR WILHELM ELMENDORFF 


In Ln course of his address Dr Wilhelm Elmendorff 
said: 

Those of you who know more about the develop- 
ment and growth of our professional organizations 
in the various countries of Europe and of the 
multitudinous efforts to come to an all-comprising 
professional co-operation, also know very well how 
long the road was before such a Congress, at which 
practically all important professional bodies of 
Western Europe are represented, could be convened. 

This, our goal, has been realized today, and I say 
this in deep gratitude. I have to thank at this place 
and in this hour all who have employed their brains, 
their energy and their hearts in such an unselfish 
way. I express my special thanks to The Institute of 
Chartered Accountants of Scotland which has 
pursued the idea of a general European Congress for 
Accountants from the very first moment with great 
zeal and energy and which has ceaselessly worked 
towards its realization. 

The necessity for a professional co-operation that 
cuts across the borders of one's own country was 
realized ten years ago by a relatively small number 


of colleagues only. It was far from being considered 
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generally an urgent and unavoidable task. In the 
meantime, however, the technical, financial, economic 
and political developments have impressed it upon 
a wider community that especially our profession — 
regardless of the prevailing political climate — needs 
a close co-operation. 


You will have observed here in Great Britain, a 


we did in Germany and in the other countries on the 
Continent, that there are numerous foreign firms 
which attempt to establish a foothold in the various 
parts of the world. 

Before such firms could be formed, before. invest- 
inents could be acquired and agreements for a closer 
business co-operation across the border could be 
concluded, members of our profession had to 
investigate, analyse and audit in order to be able to 
form an opinion and to advise the clients accordingly. 
It follows from this almost naturally that the co- 
operation between the members of our profession in 
thé various countries will become ever closer. The 
conditions are complicated and differ from country 
to country, and only under extreme circumstances 
can one disregard the knowledge and the experience 
of the local accountant. 


One Organization 


On the Continent, the international interdependency 
started relatively early, and the necessity for a closer 
co-operation, also promoted by.the desire to over- 
come from a pontes point of view the old, strife-torn 
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Europe, was soon recognized and effectuated by the 
members of our profession. Long before the Treaty 
of Rome was signed, numerous important professional 
organizations on the Continent, namely, the leading 
organizations in Belgium, Germany, France, Holland, 
Italy, Luxemburg, Austria, Portugal, Switzerland, and 
Spain, gottogetherandin Paris in 1951 founded U'E.C. 
' Everyone of you who knows the difficulties that 
had to be overcome until so many organizations from 
so many countries were united in one organization 
will be very happy that this first stage is now behind 
us and that the road is now open for further inter- 
national co-operation. As President of the U.E.C., as 
well as President of the Institut der Wirtschaftsprüfer 
in Germany, I greet the Edinburgh Congress as the 
beginning of a greater European co-operation and as 
a starting-point for the furtherance of our professional 
work and the social and human relations among us 
colleagues. May the work that will be done here 
successfully be continued in the futüre. 


M F-M. RICHARD 


M F-M. Richard in his address said: l 

First of all I have the pleasant task of thanking our 
Scottish friends for their warm hospitality and of 
paying tribute to the splendid organization of this 
Congress by The Institute of Chartered Accountants 
of Scotland, the oldest in age but also the youngest 
as it possesses youth — that of the heart. 





|: Congress members registering at the Assembly Rooms on Monday afternoon, 
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i - Accountancy in France 


In France, an essential feature. of our liberal 
profession has been the constitution of an official 
Ordre des Experts Comptables et des Comptables 
Agréés by a law of 1945. Its repercussions,are still 
being felt, not only in the independent practice of the 
profession, but also as regards the exercise of the 
profession in whole-time employment, which has 
been stimulated by this example. 
` There is growing up in France a kind of ‘law of 
accountancy’, that is to say of juridical principles 
affecting the exercise of the profession and the 
utilization of accounting in business. l 
` The reform in company law which is going forward 
-an ambitious and long awaited reform — will 
probably result in a reinforcement of the auditing 
of accounts of companies with a view to giving 
shareholders better information and effective protec- 
, tion. l 
V^ Even if the various elements of the ‘law of accoun- 
tancy' are never brought together in a single code, 
in a single statute, their harmonization and their 
convergence will be accentuated, thanks notably to 
the studies of accounting principles which have been 
undertaken for several years past by the Ordre des 
Experts Comptables et des Comptables Agréés. 
Leaving the problems of accounting principles 
and of auditing, it is probably in the field of the 
utilization of accounting for purposes of management 
of businesses that we shall see the greatest develop- 
ment and the most spectacular progress achieved. 
The new frontier of accountancy would seem in 
future to be that of national accounting - the micro- 
economy leading to the macro-economy; economic — 
and political ~ liberalism, if it wishes to survive, will 


THE 
ACCOUNTANT 


315 


have to forge its instruments of foresight, planning 
and control. 

The work. of accountants is necessary and com- 
plementary to that of statisticiansand econometricians. 
The national accounting plan, adapted to the main 
sectors of the economy, should show itself to be an 
excellent work tool. 

The creation of the Europe of the economies — 
preceding that of the nations ~ cannot leave French 
Experts Comptables indifferent. The intensification 
of financial dealings among the European nations 
will give an opportunity to those who will link to their 
professional training a sufficient knowledge of the 
practice of the profession in other countries and of 
their accounting, taxation and legal requirements. 

These then, gentlemen, are some of the problems 
of professional accountants in France. We expect 
to attack them in a forward-looking way, we must 
build a future for the young people who are entering 
our profession today, and who will be in our place 
and at our age in the year 2,000. 


SOCIAL FUNCTIONS 


Follówing the opening session, members of the 
Congress and their ladies attended a garden party in 
the grounds of.Lauriston Castle given by.the Lord 
Provost, Magistrates and Council of the City of 
Edinburgh. 

“In the evening a symphony concert by the Scottish 
National Orchestra was given at the Usher Hall and 
was followed by a reception given by the Editor-in- 
Chief and Editor of The Accountant for overseas 
visitors and other invited members of the Congress. 

A full report of the proceedings of the Congress, 
with pictures, will appear in next week's issue. 





Weekly Notes . 


INSTITUTE COUNCIL RESIGNATION 


T resignation of Mr H. L. Layton, M.s.M., 
F.C.A., from the Council of The Institute of 
Chartered Accountants in England and Wales, was 
received with regret at the meeting of the Council 
held on September 4th, a report of which appears 
b elsewhere in this issue. 
Mr Layton, a partner in Turquand, Youngs & Co, 
was one of the members of the Council of the Society 
of Incorporated Accountants who, in 1957 under the 
terms of the scheme of integration between The 
Society and the Institute, were appointed to serve 
on the Council of the Institute. 
At that time Mr Layton was a member of both the 


Society and the Institute. He had passed the 


Intermediate and Final examinations of both bodies 
with Honours and was admitted to membership of 
the Society in 1925 and of the Institute in 1938; 
he. became a Fellow of the Institute in 1943 and of 
the Society in 1953, and was elected to the Council 
of the Society in May 1955. 

Since being elected to the Institute's Council he 
has served on the Articled Clerks, Finance, Overseas 
Relations and Summer Course committees. 


PLANNING IN FRANCE 


Ik is common knowledge that the conception of the 
National Economic Development Council owes 
much to its forerunner the French Conseil du Plan. 
Many observers, including this journal, have neverthe- 
less been less than enthusiastic over the rather facile 
view that France’s economic resurgence in recent 
years has been due primarily to planning 

. Public knowledge of the French planning system 
owes much to the publications by Political and Econo- 
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mic Planning and it is slightly ironic that the first 
critical assessment should come from Chat source, In a 
new pamphlet, French Planning: Some Lessons for 
Britain, Mr Malcolm MacLennan, of Glasgow 
University, points out that only now is the French 
economy beginning to encounter the problems of 
over-full employment which have beset the United 
Kingdom economy since 1945. Students of the French 
scene have already noticed the sharp setback received 
by President de Gaulle from the miners earlier this 
year and his growing difficulties with the agricultural 
interests which are compelling him to force the pace 
within the E.E.C. The rapid economic expansion in 
France was facilitated by the large labour reserve in 
an agricultural industry which is now becoming 
increasingly efficient. Furthermore, the French 


economy is more self-sufficient than the British, and ` 


the franc has never been an international currency 
on the same scale as the dollar or the £ sterling, hence 
the French attitude to devaluation is very different 
from our own or the American’s. 

A major factor in the French scene has been the 
feeling of business confidence which continuing 
economic growth has engendered. It is precisely this 
element which is so signally absent in the United 
Kingdom. Furthermore, nothing breeds success like 
success and the French Government’s success with 
its first plan undoubtedly encouraged industry to 
co-operate in the carrying out of the second and third 
plans. The future course of events in France will be 
studied with interest. 


à 
M s 


INTERNATIONAL MONETARY FUND... 


l T outcome of the forthcoming annual meeting 

of the International Monetary Fund is of the 
greatest importance. World economic progress and 
harmony are dependent upon an expanding volume of 
overseas trade, just as the further development of the 
emergent territories is contingent upon continuing 
willingness of the more prosperous nations to extend 
aid and pay fair prices for their produce. 

The I.M.F. will have an opportunity of reviewing 
the implications of the recent tendency towards the 
small rate of economic growth throughout the 
western world, although overall world production 
and trade are still expanding. Its report for 1963 
criticizes the growth among the under-developed 
countries in the use of import restrictions, currency 
overvaluations, bilateral trade agreements and multi- 
currency practices, all of which are symptomatic 
of the rising competition in world markets in primary 
products. The only remedy here is to be found in the 
revival of demand for these products from the 
western nations. T'he report strives hard to impress 


upon the member nations that 'economic progress 


depends upon collective action and that 'beggar 
my neighbour' policies can in the long run only 
perpetuate balance of payments disequilibria. For 
this reason the report notes with satisfaction the 
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creation of a co-operative scheme, involving Britain, 
the U.S.A. and several European countries, for 
stabilizing the price of gold. 

While most of the countries, in the opinion of the 
report, have adequate credit facilities with the Fund . 
to avoid the need for restrictionist trade policies they’ 
will only rely upon those facilities if, in the long run, 
world trading conditions are likely to return to. 
equilibrium. This does not mean, however, that such 
credit facilities can serve indefinitely as a substitute 
for sound internal economic and financial policies. 
Thus the report notes that the most pressing problem 
for Europe is to restrain excessive increases in wages 
and prices without, however, as has happened in the 
United Kingdom, losing Pero the momentum in 
economic growth. 


. AND THE DOLLAR 


HE main threat to the world's international 

monetary system is the current weakness of the 
United States dollar and, to a lesser extent, the pound 
sterling. Both currencies form the major reserve 
currencies for central banks and national treasuries 
of the world. In recent years, however, Europe, in 
particular France, has been accumulating large 
dollar reserves which representa significant proportion 
of thé existing United States gold reserves. In the 
case of sterling, even the short-term liabilities are 
sufficient to ensure that a run on the existing reserves 
could compel the United Kingdom authorities to 
take desperate measures. Any attempt on a large 
scale to switch from these currencies into gold would 
certainly precipitate the collapse of the existing gold 
exchange standard. And, as long as this possibility 
exists, the threat of speculative action against both ` 
the dollar and the pound sterling remains ever- 
present. Herein is to be found the cause of much of 
the 'hot-money' movements of recent years. 

The root causes of the difficulties of the world's 
two major currencies are not the same. In Britain's 
case it is the failure to expand exports and thereby 
to achieve an adequate surplus on her balance of 
payments account. In the case of the dollar, while the 
purely trade part of the balance of payments account 
has a substantial surplus the overall balance is 
heavily adverse due to large capital expenditure in 
recent years. Most of this expenditure is attributable 
to American policy in providing economic aid to its 
allies in the cold war. If, as the Americans would 
wish, the nations of Western Europe are prepared to 
undertake some of this aid, then the strain on the 
dollar would be reduced. This is not likely to happen, 
however, while the Western Alliance is divided as at 
present. Nevertheless, the solution to this pressing 
problem does not rest solely with the United States 
authorities, among whom there seems to be con- 
siderable divergence of opinion as to the most effective 
course of action. "Do allow the situation to deteriorate 
could be a disastrous policy. 


September 14th, 1963 


STAGGERED HOLIDAYS 


t Y À JTITH a disappointing wet summer coming to a 


close the question of staggered holidays 


. might be expected once again to attract public 


attention. The subject is raised in the latest Bulletin 
for Industry issued by the Treasury. | 
From the general economic point of view there are 
disadvantages from the concentration of the 
holiday period into July and August. It creates 
uneconomic peak loads for public transport. For 
example, British Railways estimated that in 1959 they 
provided additional coaches on trains costing £3: 
million and they earned only £o:5 million. Peak loads 
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are also imposed on water and other public services. 

Advancing the date of State school examinations 
and a rota system by companies would help to 
bring some of the peak holiday making forward 
into June and the article also considers that 


mid-week travel could be encouraged to advantage. 


The same argument would help to spread the 


` holiday season into September as well as June. 


The trouble with these ideas is always that it is 
difficult to generate sufficient interest for a con- 
centrated effort. Exactly the same problem, and as 
yet it remains unsolved, has occurred with staggering 
office hours. 





` This is My Life... 


' by An Industrious Accountant 
CHAPTER 189 


GE company's auditor perched himself on the 
X Z side of my desk, swinging one leg with what the 
last generation of writers used to call studied non- 
chalance, and shook his head sorrowfully. 'You're 
working too hard, old man,’ he said with mock sym- 
pathy. 'You'll die young: it'll be another case of 
black headlines about overstrain and nervous break- 
downs.' 

He's an old friend so I let his remarks pass unnoticed, 


except for a brusque injunction to silence. I was in 


i ww 


the throes of composition and it was proving heavy 
going. Our wealthiest customer was up to her old 
tricks again; Lady M. was settling her account of 
five months ago with her usual meticulous miserli- 
ness, There lay the document; there was the cause of 
my bad temper. 

First, our statement: To account rendered (over- 
due) £107 1os 62; below which her thick blue-black 
scrawl read: less returns — £12 ros, discount £5, 
cheque enclosed in settlement {90 os 6d. 

It's hardly necessary to explain that our ledger 
clerk's courteous telephone call had failed to elicit 
either details or evidence about the so-called returns; 
the elderly termagant merely commented acidly on 
our defective recording system. And the goods, 
equally obviously, had been sold on a basis of prompt 
cash, net. | 

‘Chairman’s cousin or not, major shareholder or 
not,’ I glowered at him, ‘it’s time for a showdown 
with that old battleaxe. So help me, UU wring her 
arrogant neck!’ 

The auditor was tickled at this unworthy display 
of emotion. “Tut, tut, man,’ he said reprovingly, 
‘you’re the one to blame, you know. Your own sys- 
tem is responsible. Why on earth do you give all that 


Li 


credit to local customers? Why, in fact, give credit at 
all? Why not change to a cash-down basis?' 

I calmed myself and sought for words to explain 
the value attached over a hundred years of retailing 
to the easy charge-account system. At least half our 
customers, particularly those from the outlying dis- 
tricts, were known to us individually by name; they 
rarely paid across the counter; they sent us three or 
four cheques annually to keep their accounts ticking 
oyer. It was an accepted and cherished tradition; it 
was sacrosanct . . . cash customers were regarded in 
the trade as people unworthy of credit, paradoxical 
as it may be. 

He pooh-poohed my argument. ‘This is 1963,’ he 
admonished. ‘Move with the times; that leisurely 
credit system went out with the brougham. You’d 
save enough on cash-down trading to slash your 
prices and double your turnover!’ 

His eloquence was certainly convincing. All those 
invoice-typists, and the senior girls on the big posting 
machines, and the personal-account records, and the 
postage and stationery, and the subsequent corres- 
pondence about disputed accounts, and the office 
floor-space; there would undoubtedly be considerable 
saving. And then the earlier inward flow of cash to 
reduce the bank overdraft and the half-yearly interest 
charge; and the elimination of the occasional bad 
debts, these were advantages worth having. 

The balance sheet would show a vastly improved 
position. True, we'd have to circularize all our cus- 
tomers with firm but regretful explanatory circulars, 
and there would be a sticky transition period, but it 


. wouldn't Jast long. A few bargains in chosen depart- 


ments would serve for propaganda purposes to rally 
the waverers. There would naturally be a wall of 
cautious conservatism and inertia to break-down, but 
we had eloquence in plenty, and our rising turnover 
would compensate for those few stiff-necked cus- 
tomers who might close their accounts. 

That thought rang a bell; maybe we'd lose our 
double-dealing Lady M. at last! Without another 
word, in enthusiastic alliance, we went to seek the 
managing director's approval to plan the change. 
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Finance and 
Commerce 


P.L.A. 


HE accounts of the Port of London Authority, 

extracts from which form this weeks’ reprint, 
were referred to in a leading article in The Accountant 
of July 27th, and they must inevitably raise the general 
question ‘of the worth of accounts presented on a 
historic cost basis as opposed to those prepared on a 
current value basis. 

Last September the Rochdale Committee issued 
its report on its inquiry into the major ports of Great 
Britain. One of the Committee’s recommendations 
was that ports should prepare their accounts on a 
replacement cost depreciation basis. This, in effect, 
means that in addition to providing out of revenue for 
working expenses, interest on loans and taxation, the 
port authorities in their accounts should provide for 
depreciation of assets on a replacement cost basis, 
but not, in addition, provide for loan redemption. 
For those who can make the time to add the report 
to their reading, the recommendations will be found 
in Chapter 13. 

Their adoption would mean a revolution in port 
accounting. Instead of a surplus for the past year of 
£956,522 there would have been a PIA deficit, 
according to Rochdale, of approximately £850,000. 
How this would have arisen is shown in a 'supple- 
mentary statement of accounts — replacement cost 
accounting' which is given after the general balance 
sheet and 1s included in the reprint of the accounts. 


Broadly Welcomed 


The P.L.A. view is that while the implications of 
Rochdale are to be ‘broadly welcomed’ it would be 
better to see what continuing effect the increase in 
port dues will have on the revenue position over a 
year or two rather than to make an accounting change, 
which to implement would require a further rise in 
rates in isolation. The P.L.A. report last year empha- 
sized that in spite of all possible economies, the cost 
of the replacement of assets and further development 
must be reflected in economic charges if the efficiency 
of the Port of London were to remain unimpaired. 
Legislation would be needed before Rochdale could 
be adopted. 

But the implications of the P.L.A. accounts are 


ACCOUNTANT 


September 14th, 1963 


such that the question of standing accounting practice 
on a replacement cost basis must be seriously con 
sidered. Replacement cost depreciation has the ad- 
vantage that, regardless of any changes in the / 
structure of the business or the asset composition, an 
organization can readily gauge whether it is maintain- 
ing its assets. 

Normally, straight-line depreciation should provide 
an asset value written down at replacement cost 
equivalent to about 5o per cent of the replacement cost 
of the assets, with the figure considerably higher 
in the case of rapidly-expanding companies. The 
P.L.A. accounts show that written down value repre- 
sents only 38 per cent of replacement costs which 
indicates the extent to which the Authority has been 
failing to maintain capital intact. 


Growing Spending 


Expenditure of £3 million on new and improved 
works and equipment during the year compares with 
an estimated depreciation charge on a replacement 
cost basis of £3,590,000, which represents r:4 per 
cent of the estimated replacement cost. Over a period 
of years the amount actually spent should equal the 
depreciation charge at replacement cost if assets 
are to be maintained and the shortfall of £590,000 





PORT OF LONDON AUTHORITY 


NO 5 DETAILS OF CAPITAL EXPENDITURE ON NEW 
WORKS FOR IMPROVING THE ACCOMMODATION AND 
FACILITIES OF THE PORT 


YEAR ENDED 3lst MARCH 1963 





1962 
PREMISES £ £ £ 
Docks, quays and wharves .. 359,510 174,880 
Roads, fences and boundaries 77,275 17,124 
Warehouse and storage buildings 380,713 399,033 
Land etc 7,504 2,545 
825,002 593,582 
PLANT 
Power stations and plant... 111,002 149,086 


257,034 


Cranes, conveyors and other plant 416,243 








Railways and rolling stock .. 3,C04 37,054 
Floating plant m es 164,957 11,202 
695,206 454,376 
OTHER 

Buildings ete .. <a 203,949 142,072 
Piers, moorings and banks .. 52,686 46,592 
256,635 188,664 

£1,776,843 £1,236,522 


Total 


TLLA care ceca | 
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CITY NOTES 


OR reasons at present unfathomable the equity 

market has turned from being all buyers to being 
all sellers. The first week of the Stock Exchange 
account just ended brought quite firm conditions. 
This, the second week, brought the reverse. 

In both weeks small operators seemed to be in 
command. Institutional interest in the equity sections 
remains comparatively small. There are inevitably 
times when an apparently basically firm market 
reaches a point where prices reach levels at which 
they offer little immediate scope for further advance. 

Buying dwindles and the first sign of a levelling 
off in the rise invariably attracts selling. Within the 
present equity position there is an overriding political 
^ factor which was brought out in the T.U.C. discus- 
sions and which is likely to be further emphasized 
at the forthcoming political party conferences. 

With the bullish factor of slow economic recovery 


beginning to be played out in small investor terms the ° 


political factor may well get the upper hand at least 
ir the short term. A view that equities are ‘high 
enough for the time being’ must lead to a tendency 


tc take profits and, with support withdrawn, even’ 


limited selling can have sharp influence on prices. 


"HERE are times when it is just as well that 
anonymity in the Stock Exchange is the accepted 
e It would certainly be out of order to mention 
names in a recent deal in British Motor Corporation 
~ shares. Some 750,000 BMC shares in Lord 
Nuffield's estate were placed institutionally mainly 


in three places. The assumption naturally enough 
was that the shares had been placed firmly and were 
off the market. There was not a little consternation, 
however, when one of the institutions sold back its 
shares within a couple of days and took a ‘small turn’ 
in the process. The brokers concerned are getting a 
little tired of the jobbers' tendency to query any deal 
since then with ‘Is this institutional business? 


ZS Kä * * 


To September Quarterly Bulletin from the Bank 
of England provides an extremely cautious but . 
basically hopeful comment on export — and therefore 
of basic economic ~ prospects. The Bank considers 
that opportunities exist for a further expansion in 
British exports in world trade- which will continue 


to expand, if not particularly quickly. 


Much progress has been made in the modernization 
of British industry, the Bulletin comments, and this 
wil improve industrys competition position par- 
ticularly if output rises to help spread overheads and 
hold down costs. | 

'The final note of caution, however, is provided by 
the conclusion that 'continuing restraint in incomes 
and prices is needed if these advantages are not to be 
dissipated and if the opportunity for laying a secure 
foundation for further growth is not to be missed'. 

One of these years the British economy will get 
beyond the stage of laying secure foundations. The 
economic experience invariably is that the founda- 
tions are secure all along. It is the politically inspired 
building erected on them that collapses. 


RATES AND PRICES 


Closing prices, Wednesday, September 11th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 2196 


Bank Rate 
Dec. 8, 1960 59, Mar. 8, 1962 5196 
July 26, 1961 7% Mar 22, 1962 5% 
Ost. 5, 1961 6$% April 26, 1962 BU 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Treasury Bills 5 
July s £3 15s 3:21d% Aug o £3 138 5'09d9, 
July 12 £3 15s 6:667, Aug.16 £3 13s 9 734% 
j July 19 £3 15s 484479 Aug. 23 £3 14s obod% 
July26 £3 15s 264d% Aug.30 £3 14s 5°44d% 
Ang.2 £3 15s 2:26d%  Sept.6 {£3 14s o-79d% 
Money Rates 
Day to day 23-34% Bank Bills 
pr day ys. € 21-3196 2 monii 3 E SA 
me Lra 3 months 3 $$—3 
3 months 575496 4 months 3 3 8% 
4 months E 6 months 3 GE % 
. 6 months 5 


Foreign Exchanges 
New York 2°79% Frankfurt (MER 
Montreal 3'o2i Milan 1738$ 
Amsterdam ro'roł Oslo 20:021 
Brussels 139:594 Paris 13°70§ 
Copenhagen 19°31¢ Zürich I2:07i 
Gilt-edged 
Consols 4% 72 Funding 3% 59-69 9o2xd 
Consols 24% 467%, Savings 3% 60-70 89 A 
Conversion 6% 1972 i071 Savings 3% 65-75 83 4 
Conv’sion $195 1974. 103 % Savings 2k% 64-67 9È 


Conversion 5% 1971 rot Jä 
Conversion 34% 1969 94 4 


Tres’ry 54% 2008-12 roof} 
Treasury 5% 86-89 95 xd 


Conversion 34% 63 Treasury 3195 77-80 834 
Funding 54% 82-84. 103 Treasury 34% E 824 
unding 4% 60-90 96% ` Treasury 24% 45 
Funding 34% 99-04 72% Victory 4%. 981 
Funding 395 "66-68 92% War Loan 34% 64$ 
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Current Law 


Non-disclosure of Certificate of Disrepair 


i ex: vendor of leasehold property did not disclose 
to the purchaser that it was affected by a certificate 
of disrepair, as a result of which the stated rent would 
abate so long as the works of repair were not carried 
out. The National Conditions of Sale (seventeenth 
edition) applied to the contract, and the vendor 
sought to rely on condition 4. In Re Englefield Hold- 
ings Ltd and Sinclair’s Contract: Rosslyn and Lorimer 
Estates Ltd v. Englefield Holdings Ltd ([1962] 3 All 
E.R. 503), an application under section 49 of the Law 
of Property Act, 1925, the applicant sought a declara- 
tion that the respondent vendor was under the obli- 
gation to comply with and do all such things as might 
be necessary for the discharge and cancellation of 
the certificate of disrepair, or, alternatively, that the 
respondent as vendor was liable to reimburse to the ap- 
plicant the cost of complving with and discharging the 
certificate and that the applicant was entitled to deduct 
it from the purchase price of the premises accordingly. 

Pennycuick, J., held that the vendor was bound to 
disclose to the purchaser that under the certificate 
the rent would abate so long as the works of repair 
were not carried out, and said of condition 4 that its 
apparent purpose was to protect the vendor, if it 
should turn out that the rent which the tenant was 
paying at the date of the contract exceeded the 
permitted rent under the Rent Act, 1957. 

His lordship did not think that the condition could 
reasonably be stretched so as to cover the position 
where, at that date, the tenant was paying the per- 
mitted rent, but, by virtue of a certificate of disrepair, 
that rent was liable to abatement. Accordingly, his 
lordship declared that the vendor was not entitled to 
require performance by the applicant of the contract 
of sale without regard to the certificate and resulting 
abatement; and, further, that unless, before com- 
pletion, the vendor had obtained the discharge of the 
certificate, the contract ought to be completed at the 
reduced price of £520 (instead of £550). 


Partner Liable for his Co-partner's Fraud 


was the sleeping partner in a business which he 
ecatried on with P. and which was mainly con- 
cerned with the letting of lock-up garages and car 
repairs. P., without G.'s knowledge, but purporting 
to act on behalf of the partnership, fraudulently 
entered into an agreement with a hire-purchase 
company whereby P. purported to sell a car, to which 
he had no title, to the company to be hired out by the 
company on hire-purchase terms. The company paid 
£700 into the partnership account and, when P.’s fraud 
became apparent, claimed to recover this amount from 
G. as money had and received, or as money paid for 
a total failure of consideration. The agreement between 
G.andP. expressly excluded the buying and selling cars. 
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In Mercantile Credit Co Ltd v. Garrod and Another 
([1963] 3 All E.R. 1103) Mocatta, J., held that the 


plaintiff company was entitled to succeed because by. 
virtue of section 5 of the Partnership Act, r89o, ` 


*. . . the acts of every partner who does any act for 
carrying on in the usual way business of the kind 
carried on by the firm . . . bind the firm and his 
partners, unless the partner so acting has in fact no 
authority to act for the firm in the particular matter, 
and the person with whom he is dealing either 
knows that he has no authority, or does not know or 
believe him to be a partner’. 
On the evidence of the nature of the business in 
question his lordship held that there was nothing to 
put a reasonable man on inquiry as to P.'s authority 
to sell a car to him: when he entered into the tran- 
saction in question P. was doing an act of a like kind to 
the business carried on by persons trading as a garage. 


Insurance Premium Included in Hire-purchase 
Price . 

N Mutual Finance Ltd v. Davidson and Another 

([1963] x All E.R. 133) the first defendant, the 

irer of a car from the plaintiff finance company 
under a hire-purchase agreement, appealed from the 
decision of the learned judge of the St Helens and 
Widnes County Court, who had awarded the plaintiff, 
which had repossessed the car, arrears of hire due 
under the agreement and damages for the hirer's 
breach of it. In the Court of Appeal the whole issue 
really was whether the plaintiff was entitled to 
repossess the car: it was not entitled to do so if the 
total hire-purchase price was less than £300, so that 
the Hire-Purchase Act, 1938, as amended by the 
Hire-Purchase Act, 1954, applied. It was part of 
the agreement that the car should be insured: if the 






4 


insurance premium could be taken into account the -^ 


price of the car exceeded £300 so that the Acts did 
not apply; if it, could not, then the price was less 
than £300 and the hirer had the benefit of the Acts. 

Ormerod, L.J., delivering the leading judgment in 
the Court of Appeal, said that if the arrangement 
between the dealer and the hirer was that the dealer 
would sell to the hirer a car in respect of which an 
insurance policy had been taken out on behalf of 
the hirer, and it had been agreed that the sum paid 
in respect of the premium should be added to the pur- 
chase price, then it seemed to him that the premium 
would become a part of the hire-purchase price. If, 
on the other hand, the arrangement was simply that 
the hirer would buy a car from the dealer at an 
agreed price, and then the dealer agreed to negotiate 
insurance and add that to the price, the premium 
would not form part of the price. 


S 
D 


His lordship (with whom Donovan and Pearson, _ 


L.]J., agreed) came to the conclusion on the evidence 
that the parties entered into a transaction a term of 
which was that the premium should be a part of the 
hire-purchase price, and as, in those circumstances, 
the price exceeded £300, the Acts did not apply. It 
followed. that the plaintiff was entitled to repossess 
the car and the appeal was dismissed. 
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|» THE INSTITUTE OF CHARTERED 
© ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL MEETING OF MEMBERS 


The following is the text of the address by the President, 
Mr R. P. Winter, C.B.E., M.C., T.D., D.L., F.C.A., and of 
the resolutions which were circulated to members in 
advance of the meeting held at the Hall of The Char- 
tered Insurance Institute on Wednesday, September 
4th, 1963. l 


ADDRESS BY THE PRESIDENT 


The five resolutions for consideration at this meeting 
. [reproduced below] are all concerned with the same 
subject, namely, the Institute's income from its mem- 
bers. The resolutions provide for increases in admission 
fees with effect from January 1st, 1965, and in annual 
subscriptions with effect from January rst, 1964. They 
also include an extension of bye-law 43 relating to sub- 
scriptions of retired members and for a minor amend- 
ment of bye-law 41. 

Before I formally put the resolutions to the meeting, 
at which stage members who wish to speak on the 
resolutions may do so, I should like to make a few 
introductory remarks. 

Members have before them the explanatory memo- 
randum issued with the notice convening the meeting 
ani it is clear from the memorandum that the main 
cause of the need for additional income lies in the con- 
tinued expansion of the Institute's activities. I am 
confident that the general body of members are whole- 
heartedly in support of this continued expansion. | 

We can take great pride in the esteem with which 
our Institute is regarded not only in this country but 
th-oughout the world. This stemmed initially from the 
sound foundation which our forefathers laid down in 
188o and the reputation quickly established by char- 
tered accountants for integrity and professional com- 
petence. In due course there was a major development 
in that an increasing proportion of members went into 
industry and commerce after qualifying. This was a 
natural outcome of the growing need for the develop- 
ment of accounting and financial services within 
business organizations combined with a realization by 
business men that the training and experience of 
chartered accountants make them eminently suitable 
to provide the vital internal services which business 
requires. 

further major development, commencing some 
twenty years ago with the establishment of the Taxation 
and Research. Committee, was the decision of the 
' "Council that in addition. to the Institute's domestic 
matters, such as the holding of examinations and the 
` exercise of professional discipline, the Council should 
taxe an active part in developments in accounting 
tezhnical matters. 

These major developments have increased greatly 
the standing of the Institute. 'The Council has no doubt 
that it has a duty to ensure that this standing is main- 
tained and enhanced. The Council would fail in that 
.duty if it did not continue the established policy of 


making the Institute's services available wherever and 
whenever they are needed and of assisting members to 
provide efficiently the services required of them. 

It is to assist members in carrying out their daily 
work that the Council issues its technical documents 
which started with the Recommendations on Account- 
ing Principles and have progressed into a very wide 
field including the documents on management account- 
ing and business efficiency, mechanized accounting 
and accounting by electronic methods, numerous 
miscellaneous subjects and quite recently the compre- 
hensive document dealing with terms used in published 
accounts and the series of Statements on Auditing. 
These technical statements are intended for the assist- 
ance of all members whether they are engaged in 
public accountancy or in industry, commerce or 
otherwise. 

Assistance is also given to members in many other 
ways such as the holding of summer courses, advice 
on matters of conduct, the negotiation of the Treasury 
scale of fees and the development of public relations of 
which the recent issue of the booklet See a Chartered 
Accountant is tangible evidence. There is also the all- 
important task of giving close attention to the education 
and training requirements for admission to member- 
ship and the recruitment of suitable candidates for 
articles on whom the future of the Institute depends. 


There is a not unnatural tendency for members to 
judge the value they get for their subscriptions by the 
direct services they receive but it requires only a little 
reflection to realize that this 1s only part of the full meas- 
ure. By its activities in relation to legislation and public 
inquiries the Institute provides much valuable service 
to the public as well as to the membership generally. To 
mention just a few examples there are the representa- 
tions we make to the Chancellor of the Exchequer on 
taxation matters and the memoranda which we submit 
to Royal Commissions and to official committees such 
as the Jenkins Committee. Building societies are an 
example of a field in which the Institute through 
vigorous efforts has played a major part in placing the 
legislation regarding accounts and audit on a satis- 
factory footing. I could continue at great length with 
similar examples but there is no need for me to do so. 
We record each year in the annual report the activities 
on which the Council has.been engaged and my pur- 
pose now is to do no more than draw attention to the 
extensive and heavy responsibilities which the Council 
undertakes in this way. | 

There can be no doubt that unless the Council con- 
tinues to be willing and able, with the co-operation of 
the general body of members, to accept responsibilities 
of this kind the status of the Institute will suffer, 
which would be a calamity for the individual member. 

Under present-day conditions in commerce and 
industry no organization can afford to stand still. This 
is particularly true of the Institute. Continued expan- 
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sion of our activities is virtually dictated by the need to 
maintain the leading position which we hold not only 
in our own profession, both here and abroad, but also 
in our national affairs and by the need for the Council 
to provide the general body of members with increasing 
assistance in their task of maintaining and enhancing 
pe pube esteem in which chartered accountants are 
e 

The continued expansion of our activities necessarily 
involves expense. The Institute must have staff 
adequate both in quality and number and appropriate 
accommodation in which to house such staff. These 
cost money and the source of the money must be the 
individuals who directly or indirectly benefit from the 
Institute’s activities, namely, the general body of mem- 
bers. It is perhaps only fair to add that the Institute's 
activities also involve a truly enormous amount of 
time and services freely given by members of the 
Council, of the Taxation and Research Committee, of 
district society committees and others. These services, 
willingly given and of immeasurable value, are pro- 
vided at no cost to the general body of members except 
for travelling expenses. On technical documents alone 
a great deal of research and discussion is required on 
the part of the committee members together with much 
staff time in drafting the documents. 

I have tried to give the general background to the 
resolutions before you but it is perhaps desirable that 
I should also deal with some of the points which have 
been raised in letters received since the resolutions 
were first issued on July roth, 1963. Only a few letters 
have been received, about fifty-five in all. Some of 
these were from elderly members who have evidently 
not appreciated that they may be eligible to benefit 
under the provisions of bye-law 43 amended as now 
proposed. I can assure you that sympathetic considera- 
tion will always be given to applications within the 
terms of that bve-law. 

The remaining letters consist mainly of suggestions 
that the Institute should cut down its expenditure and 
staff (a step which would clearly be contrary to what I 
have just been saying about the need for continued 
expansion of activities) or of complaints that the pro- 
posed increase for fellows not in practice is unfairly 
large. It is of course difficult to decide precisely how 
the burden of providing the Institute’s income should 
be spread over the various categories of membership 
and there can well be differing views on this subject. 
I can assure you that the Council has given earnest 
consideration to this problem and reached the con- 
clusion that the scale now proposed is fair. The fellow 
not in practice has had at least ten years! membership 
and the-Council has taken the view that a member who 
is established to that extent can fairly be expected to 
contribute a greater part of the increased income 
required than can the associate. The Council has also 
borne in mind that under the proposals now before 
ge the associate will in future pay a higher admission 

ee. 

Another point which has been mentioned by one or 
two members is the cost of the List of Members. The 
suggestion is that it should be published every other 
year or even every third year instead of annually. 
This is a matter which the Council has looked at on a 
number of occasions. Considerable economy has been 
made by the decision made some years ago requiring 
members to send in a card if they wished to receive 
‘the List. The Council has however on each occasion 
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reached the conclusion that to serve its proper purpose, 
the List must be published annually. The additio 
and changes each year amount to something of the 
order of forty thousand items. Moreover a newly- ` 
admitted member cannot reasonably be expected to^ 
wait for eighteen months or more before his name 
appears in the List. We have considered the possi- 
bility of supplements but these are never wholly 
satisfactory and they are nota practicable proposition 
in view of the enormous number of items which require 
to be altered during the course of a year. In any case 
it would detract from the status of the Institute if it 
could not at least once a year present to the public an 
up-to-date list of its membership and in this connec- 
tion I should mention that there is a very large compli- 
mentary distribution list which we have recently 
extended as a matter of public relations policy. 


I do not think I need comment on the few other 
points raised in the letters received from members, 
except to mention that one member said that he 
regards the expenditure on the Members’ Handbook as 4 
being unjustified. There can be no doubt that the vast 
majority of members welcome the documents which 
the Council issues to members and it is therefore sur- 
prising that anyone should question the importance of 
having all these documents in a permanent loose- 
leaf handbook where they are readily available when 
they are required for reference and can be brought up 
to date as and when changes or additions are necessary. 


In addition to expansion in the Institute's activities, 
reference is also made in the explanatory memorandum 
to another matter of considerable significance. As a 
result of consultation with representatives of the 
district societies it is intended that they should place 
before their members proposals for amendment of 
their rules so that a member of the Institute shall be 
eligible, on application and without payment of a local 
subscription, to join a district society in whose area he 
resides, practises or is employed. The intention is that ^ 
a member should join the society which is most con- .. 
venient to him. It will be necessary for the Institute to 
make larger grants to the societies, not only because of 
the cessation of separate subscription income but also 
because of the expansion in district and branch 
activities which the Council hopes will result from. 
membership without separate subscription. It is the 
hope of the Council that this development will result 
in the taking of an active interest in district affairs by 
many members who have not done so hitherto. This 
would be to the benefit of all members in the area of 
each district society and in addition, by making the 
district societies more widely representative, should 
enable the societies to be of even greater help than they 
are now in keeping the Council informed of matters 
which are exercising members’ minds and in providing 
representative comment on matters on which the 
Council may from time to time seek views. 


I do not think there is anything more I need ay 
except to emphasize that, as stated in the Explanatory / 
Memorandum, it is not possible to make more than. ` 
provisional estimates for the next two years. 'There are: 
too many uncertainties (including in particular the 
settlement of our accommodation problems, on which. 
I cannot at present add to what is said in the Explana~. 







‘tory Memorandum) but the Council has made the best: 


estimates it can and the proposals now before members. 


are intended to safeguard the financial position until. 


THE 
September 14th, 1963 ACCOUNTANT | XVIE 














Companies 





x 

ioe 

T linen 

^u n8 S 
ech. 


A BS 


o 
a 


in 3Ü years 


ASN 
ANAN 


have been registered through 
our Agency 


wi 
Ka SANN "EE 
SNE 
wi ý NA 
ON 
Hn 
JH 
RS 
N 
NY 
SS 
SY 
SM 
wrest 
Gem 
e 


Our policy has always been to 
provide the finest service at the 
lowest cost; that our name has 

" become well known throughout 
the Profession is the measure 
of its success 


As a result of expansion we 
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Í Sur ey out of ourselves to Accountants who 
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The Ultra CONTOTRONIC has been designed for this purpose alone — and at the 
right price. And, as if that wasn’t revolutionary enough in itself, it produces an 
addressed, itemised, priced, extended and totalled invoice in one operation—by one 
operator. Consider the time saved, the staff saved, the space saved, the money 
saved by this remarkable machine —the Ultra CONTOTRONIC. it is instructed by 
tape or card punched by a standard machine. Now the notorious invoice bottle- 
neck is cleared for good, and the machine that did it — surprisingly low-priced, we 
promise you — is ready to show its paces. 
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the end of 1965. The proposals are the minimum the 
Council feels justified m recommending to that end. 

» ‘The Council is satisfied that the reasons which make 
it necessary to raise the Institute's income from mem- 
bers are in accordance with a development policy which 
has the full support of the general body of members as 


being in their best interests. I therefore place these - 


proposals before the meeting with full confidence that 
they will commend themselves to members and will be 
approved. 


THE RESOLUTIONS 
Resolution No. x 


THAT with effect from January rst, 1965, the existing 
bye-law relating to admission fees (being bye-law 39 as in 
force at the date of the Special Meeting of the.Institute held 
on March 6th, 1963) be deleted and the following new bye- 
law (to bear the same number as the said existing bye-law) 
be substituted therefor: 


Proposed New Bye-law  . 

'Each person who is admitted to membership shall pay an 

admiéston fee of £15 155.' 

S Note: 'The admission fee under the existing bye-law is 
10 IOS. 


Resolution No. 2 


THAT with effect from January 1st, 1964, the existing bye- 
law providing for the payment of annual subscriptions 
(being bye-law 42 as in force at the date of the Special 


Meeting of the Institute held on March 6th, 1963) be ` 


deleted and the following new bye-law (to bear the same 
Se as the said existing bye-law) be substituted there- 
or: 

Proposed New Bye-law 

‘Each member shall pay to the Institute the annual sub- 
upton applicable to him in accordance with the following 
scale: 


Subscription Annual 
category ; subscription 
Members in practice within the Metropolis £ s 
A Fellow... x’ SS T uec 17 4 
P B Associate T Dé 2$ .. — I4 14 
C Incorporated accountant member 
F.S.A.A. Se Se T os I4 I4 
D Incorporated accountant member 
A.S.A.A. e - Ss e I4 I4 
Members in practice in the United King- 
dom but not within the Metropolis 
E  Felow .. m = " I5 15 
F Associate - Se ER ae “Taare 
G Incorporated accountant member 
F.S.A.A. e Ba i pe. 13-13 
H Incorporated accountant member 
A.S.A.A. AN e T ex — 12 I2 
Members residing in but not practising in 
the United Kingdom 
J  Felow .. is iis 9 9 
K Associate Sx ds s ee 6 6 
L Incorporated accountant | member 
F.S.A.A. ài je ge P 6 6 
M Incorporated accountant member 
A.S.A.A. ix ze pu xa 6 6 
Members not residing in the United 
Kingdom 
N — Fellow 5 5 
P Associate ek sie e RÀ 4 4 
Q Incorporated accountant member 
F,S.A.À. T e A ee e 
R Incorporated accountant member 
A.S.A.A. $a f : I I 
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PROVIDED THAT: 


(a) for the purposes of this bye-law a member practising 
both within the Metropolis and elsewhere shall be 
deemed to be practising within the Metropolis if his 
principal place of business is within the Metropolis; 

(b) where after the first day of January in any year a 
member changes his subscription category as set out 
in the foregoing scale so as to increase the amount of 
the subscription applicable to him he shall pay for 
that year any additional subscription necessary to 
increase his subscription to the amount then applic- 
able to him; except that where the said change takes 
place after the last day of June no additional sub- 
scription shall be payable for that year by reason of 
that change;- 

(c) where a person is admitted to membership after the 
last day of June in any year he shall pay one-half only 
of the subscription otherwise applicable to him for 
that year; 

(d) where after the first day of January in any year a 
member changes his subscription category as set out 
in the foregoing scale so as to reduce the amount of 
the subscription applicable to him no reduction of the 
subscription shall be made for that year; 

(e) any member who has exercised and not revoked the 
option provided by clause 3 (d) of the Scheme of 
Integration referred to in clause 34 of the Supple- 
mental Charter shall for the purposes of this bye-law 
42 be regarded as an incorporated accountant member 
F.S.A.A. for so long as he is not entitled to describe 
himself as a chartered accountant.' 

Note: The present subscriptions under the existing bye- 

een set out in paragraph 13 of the Explanatory Memo- 
randum. 


' Under the proviso to the proposed new bye-law 


(a) remains as in the existing bye-law; 

(b) removes the present obligation to pay half the addi- 
tional subscription where the change occurs after 
June 30th; 

(c) remains as in the existing bye-law; 

(d) remains as in the existing bye-law; 

(e) remains as in the existing bye-law. 


Resolution No. 3 


THAT with effect from January tst, 1964, the existing bye- 
law under which the admission of any person to member- 
ship is to be void unless the admission fee is paid within two 
months after admission (being bye-law 4x as in force at the 
date of the Special Meeting of the Institute held on March 
6th, 1963) be deleted and the following new bye-law (to 
bear the same number as the said existing bye-law) be 
substituted therefor: 


Proposed New Bye-law 


"The admission of any person to membership shall be void 
unless the admission fee and the amount payable by him in 


, respect of the annual subscription for the year of admission 


are paid within two months after the date of admission.' 

Note: 'T'he existing bye-law reads as follows: 

‘The admission of any person to membership shall be 
void unless the admission fee is paid within two months 
after the date of admission.’ 

The effect of the new bye-law is to extend the time limit 
also to the initial subscription. 


Resolution No. 4 


THAT with effect from January 1st, 1964, the existing bye- 
law providing for the reduction of the annual subscription 
in certain cases (being bye-law 43 as in force at the date of 
the Special Meeting of the Institute held on March 6th, 
1963) be deleted and the following new bye-law (to bear the 
EE as the said existing bye-law) be substituted 
therefor: 


Proposed New Bye-law 
A dL anything contained in the last preceding 
bye-law; 
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(a) The Council may at its discretion on the application 
of any member reduce to £1 1s the subscription pay- 
able for any year by such member if: 

(i) the said member is not less than 60 years of 
age and has been a member for not less than 
thirty years (for which purpose membership of 
the Society of Incorporated Accountants prior 
to becoming a member of the Institute shall be 

` counted as membership of the Institute); and 

(ii) the said member has retired from practice and 
other business activities. 

(b) Notwithstanding that a member is unable to satisfy 
either or both of the above conditions, the Council 
may at its discretion reduce the subscription payable 
by such member to £i is in any case where the 
Council is satisfied that there are special reasons 
to justify the reduction. But where such a member is 
in practice the subscription which but for this bye-law 
would otherwise be payable by him shall only be 
reduced to half and then only on the ground of 
financial hardship and provided that he is able to 
satisfy condition (i) of paragraph (a) of this bye-law.' 


Note: The existing bye-law reads as follows: 
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*Notwithstanding anything contained in the last preceding 
bye-law the Council may at its discretion on the application 
of any member reduce to £1 1s the subscription payable fo 
any year by such member provided that 

(a) the said member is not less than 60 years of age and 

has been a member for not less than thirty years; and / 

(b) the said member has retired from practice and other 

business activities. ; 

In special cases the Council may at its discretion so 
reduce the annual subscription notwithstanding that the 
member has not complied with these provisions.' 

The proposed new bye-law reproduces the substance of 
the existing bye-law and in addition provides for discretion- 
ary reduction of subscription to one-half for certain prac- 
tising members on grounds of financial hardship. 


Resolution No. 5 


THAT the Council be and it is hereby empowered to 
accept any alteration of or addition to the foregoing reso- 
lutions (as passed with or without amendment) which may 
be required by the Lords of Her Majesty's Most Honour- 
able Privy Council as a condition precedent to the allowance 
of the amendments provided for by such resolutions 


"o a 


Report of the Meeting 


The President occupied the chair, and with him on 

the platform were Mr W. L. Barrows, LL.D., F.C.A., 
Mr Paul F. Granger, F.c.a., Sir William Lawson, 
C.B.E., F.C.A., Mr S. John Pears, F.c.a., with Mr F. M. 
Wilkinson, F.C.4.,. and Mr C. Evan-Jones, M.B.E., 
Joint Secretaries. About seventy-three members were 
present. ; 
. The President said: This special meeting has been 
called for today because, in view of the doubts expressed 
by leading counsel as to whether adequate notice had 
been given to members for the meeting on July 24th, it 
was decided not to proceed with the meeting on that 
Occasion. 

Note 2 on the notice convening this meeting sets out 

the unfortunate circumstances so I need not go into 
that in detail except to stress once again on behalf of 
the Council and myself our great regret if any incon- 
venience has been caused to you or any other member. 
. No doubt you will wish to take as read the notice 
convening this meeting. (Agreed.) 
_ This special meeting is for the purpose of consider- 
ing and, if thought fit, passing, in accordance with 
‘Clause 25 of the supplemental Royal Charter,. the 
resolutions set out in the notice convening the meeting. 
Notes concerning these resolutions are set out under 
each resolution on pages 6 to 8 of the notice but I 
would especially invite members’ attention to the 
explanatory memorandum on pages 2 to 5 which 
describes fully the circumstances relating to each of 
the amendments proposed in the resolutions. 

You have all received the address which was circu- 
lated with the notice convening this meeting and I do 
not propose to take up the time of this meeting by 
reading it to you again. l 

Since then I have received a few further letters from 
members referring to the resolutions which you are.to 
consider today. All the points which members have 
raised have been dealt with in my address. and in the 
circumstances I do not consider it is necessary for me 
to make any further remarks on these matters. 

I think there would be every advantage if there was 
first a general discussion on tbe proposals contained in 


the resolutions before the individual resolutions are 
put to the meeting and voted upon. When we have 


' completed this discussion it will be my intention to 


put each resolution to the vote. If this procedure is 
acceptable to the meeting we will now proceed and, to 
put the matter in order, I formally move Resolutions 
i to s. Now, ladies and gentlemen, I declare the 
discussion open. If any member would like to speak 
will he do so. 


DISCUSSION 


Mr P. Lynn, B.Com., F.C.A. (London): I am a member 
and a practising accountant in London. I obtained, before 
coming to this meeting, some comparative figures, which 
I thought would be interesting, to find out the fees payable 
by members of older professions than ours. I wrote to the@ 
Secretary of the Law Society who tells me that no entrance 
fee is payable by members. ‘Town members pay ten guineas 
a year and country members pay seven guineas a year. Also 
there are reduced subscriptions payable by members who 
have qualified for less than five years. 

The Secretary of the British Medical Association told me 
that subscriptions ranged from two guineas to nine guineas, 
according to the number of years a member is qualified. I 
would just like to say that neither the Law Society nor 
the B.M.A. are in fact backward in coming forward in 
safeguarding the interests of their members, either on 
domestic or national issues. I think we ought to commend 
their economical methods. Probably they have some very 
good accountants working for them! 

Now as regards the proposed subscriptions: I think they 
are on the high side, much too high, and I have some prac- 
tical suggestions which. might help to reduce the ever- 
increasing expenditure of the Institute. 

First of all — the List of Members. 1 understand that the 
Scottish Institute charges all members who require their, 
handbook 50s a year. I think that could possibly be done by 
our Institute. I agree it may be necessary to produce a ^ 
List of Members evexy year but members who require ic 
should pay, say 30s. 

Alternatively, could not advertising revenue be obtained 
for.the List of Members? People say this might be undigni- 
fied but, after all, our own magazine, Accountancy, carries 
advertisements which do not lower the tone at all. In fact, 
I often find them the most interesting part of the magazine. 
(Laughter.) I understand from a friend of mine in advertising 
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in London that with a circulation of, say, forty thousand, 
the List of Members might bring in £50 a page from adver- 
tisers. I think there would be a ready response. 

Secondly, I feel that there ought to be a separate charge 
for the Members’ Handbook ar.d also a charge for the supple- 


` ments. My reason for this suggestion is that I think the 


Members! Handbook is really a work of reference and a thing 
to be kept in the office. It is not exactly fireside reading like, 
say, Wisden. In London, you have a situation of a large 
firm with a dozen partners and a hundred qualified staff all 
of whom have this expensive handbook. A dozen or so 
kept in the office for general use would probably be 
adequate. I think there ought to be a separate charge for 
this service in the same way as for Simon's income tax 
service for which subscribers, I think, pay two and a half 
guineas for the annual supplement. 

My third suggestion is that, while I agree for convenience 
and prestige purposes it is necessary to have central 
accommodation in London, I feel that a large part of the 
staff could possibly be accommodated more cheaply and in 
more congenial surroundings either in the suburbs or in 
the country. 

I have no objection whatever to receiving my List of 
Members with perhaps a County Durham postmark on it 
and it might even help the Government as well. 

' here are three suggestions and I hope other members 
will put other suggestions so that the subscription rates and 
the expenditure can be kept in check. 

Mr S, L. T. Crawford, F.C.A. (Sible Hedingham): 
I think our friend here has brought forward some very 
cogent points but does he not overlook that in the larger 
city practices there are these twelve partners paying the 
Institute's subscription and the hundred qualified assistants 
also paying the Institute's subscription. Therefore, surely, 
they are all entitled to the same service. 

I would like generally to support this move, particularly 
the move to make the district societies more widely repre- 
sentative. ''hat is a point I have put forward on more than 
one occasion and I am very pleased to see that there is a 
proposal to remove the disenfranchisement of the pro- 
fessional members who hitherto have had to pay a separate 
subscription to a separate body before they could take part 
in any voting for membership of the Council. 

There is, however, one point of criticism which I do 


— bring forward and it is this unfortunate calling of a 


| 


meeting without adequate notice. Mr President, it is the 
second time this has been done. It happened in the early 
nineteen-thirties. Do we really need to go to leading 
counsel to tell us how to reckon up fourteen days? Surely 
we can do better than that. 

Mr R. D. Wood, F.C.A. (Whitstable): I should like to 
draw the attention of members to paragraph 12 on page 4 
of the Explanatory Memorandum dated August 15th, 1963, 
which accompanied the proposed resolutions. To me it is 
clear from this paragraph that, even if the increases in sub- 
scriptions now proposed are approved, the Institute will 
again be faced with deficits after 1965 if expenditure takes 
place at the expected level. I feel sure that even if members 
are prepared to consent to the proposed increase, the possi- 
bility of another one, which will probably be equally as 
large, in two years’ time, is an alarming prospect. 

In industry as you know, sir, subscriptions to employers’ 
associations and the like are paid by companies and measured 
in relation to capital employed, numbers of employees or on 
some other equitable basis. I should like to suggest that the 
question of categories of membership for subscription pur- 
poses be further investigated and consideration given to the 
introduction of an annual levy or corporate subscription on 
firms which can be measured by reference to, for example, 
their gross fees. By this method, firms of chartered account- 
ants, to whose continuing firm name the goodwill of the 
business attaches and who have the greatest vested interest 
in the continuation of the Irstitute’s activities, would be 
asked to bear the greatest part of the cost of those activities. 
Individual members’. subscriptions could then be pitched 
at a very much lower level than at present, with an appro- 
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priate differential between fellows and associates if 
necessary. 

I realize this somewhat revolutionary suggestion is bound 
to arouse some opposition in the profession, particularly 
with regard to the disclosure to the Institute by firms of 
their gross fees, but to my mind the scheme has the great 
merit of automatically providing for future inflation. 

Mr A. V. Hussey, F.C.A. (Moorgate, London): Mr 
President, may I say at the outset that, concerning the pro- 
posals before us this afternoon, I shall give my full support 
to you and to your colleagues on the Council. 

Now I do not know, and I cannot know, what prompted 
the various distinctions in the proposed increases as be- 
tween the different classes of members. For instance, I 
should have thought that a member not in practice would 
have the welfare of the Institute equally at heart as the 
member in practice and would have appreciated that his 
membership would be an equal contribution towards the 
proposals for the future as set out in the Explanatory 
Memorandum. 

For some time I have been advocating a call on members 
in the hope that one day we might be able to emulate some 
of the other professional bodies: to quote one example, the 
Law Society. I would like to think the day will come when 
we have a home of our own similar to the Law Society's 
where we can meet members both from London and the 
provinces; where we can take clients; and perhaps discuss 
our business affairs over lunch and where the Council 


perhaps could have facilities for holding receptions and 


where members would be able to reserve conference rooms 
and the like. i 

Then there are the proposals concerning the future. 
May I be permitted to state that I hold the view, and 
I have done so for a long time, that in my idea of Utopia 


that, instead of relying upon recommendations from the 
Council as to the sort of fees I can hope to charge, I would, 


es a practitioner, be under an obligation to undertake 
never to be a party to accepting rates which are below a 
realistic minimum laid down by the Council. 

Finally, I hope the day will come when it will be necessary 
to be the holder of a practising certificate and that if any 
question of unprofessional conduct can be proved then the 
Disciplinary Committee of the Council will be able to 
recommend to the Council that the practising certificate be 
withdrawn subject, of course, to the right of appeal. 

In conclusion I would like to thank you, Mr President, 
end your colleagues on the Council for all you have done. 
This has been a really commendable effort on your part and 
one realizes that, if we were to rely solely upon personal 
views, we should not make progress for the very simple 
reason that many will have legitimate reasons for objecting 
or criticizing the proposals now before us. So we must take 
the broad view and I congratulate you on the outlook that 
has been taken. 

Mr R. O. White, F.C.A. (London): I wrote to you, sir. 
When you mentioned professional competence I referred 
you to the schedule on the back of the letter dealing with 
CARBS in which we are confronted with pension for 
sixty-four shillings and thirteen pence and sixty-one shillings 
and eighteen pence. It seems a rather extraordinary way of 
stating this. 3 

I feel that the Council is too engrossed in recondite 
accountancy matters which are of interest more to the 
larger firms than to the small practitioner, and in that case 
there is a good argument for charging for the Members’ 
Handbook. ` 


- I think the Council should give more thought to the 


smaller firms being deprived of their work by reason of 
their clients becoming public companies. 'The directors 
naturally want a well-known name on the prospectus and 
I should have thought some form of joint auditorship could 
be offered in such cases or that there should be some recom- 
mendation by the Council for pecuniary adjustment be- 
tween the firms in question. After all the small firm, if it 
wants to expand, very often has to buy a practice and 
cannot just take one over in that way. 
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. Mr R. W. B. Fea, B.A., A.C.A. (Member not in prac- 
tice, London): Mr President, it is not my intention to 
oppose these resolutions. That would be an unjustified 
expression of lack of confidence in the financial administra- 
tion of the Institute. : 

Nevertheless, I do feel strongly that if the Council desired 
members to support the resolutions, then the Council 
should have made available to members more information 
than it has. As this Explanatory Memorandum stands, some 
of the contents cry out for further explanation. Nor were 
these explanations provided either by your own address, 
Mr President, or by the very courteous reply to my letter 
on this subject by the Joint Secretaries. 

If you will allow me, a few minutes will be sufficient to 
state what questions the memorandum raised in my mind. 

Paragraph 2 contains a comparison of the actual and 
estimated revenue results. Paragraph 3 states that ‘the 
dwindling of the surplus is due in large measure to con- 
tinuing expansion’. I would submit that this is not an 
explanation at all of the disastrously inaccurate estimating 
disclosed by paragraph 2. So my first question would be: 
Why was the estimating so inaccurate? 

From paragraph 5 onwards there are set out the reasons 
for the expected increase in 1964 and subsequent years in 
the Institute's expenditure. These reasons are expressed in 
very general terms and the figures relating to them are set 
out in narrative form under a separate heading ‘Provisional 
estimates’. My comment on this would be that it requires 
about half an hour's additional work for any member who 
desires to construct a comparison of the estimates for 1964 
with the actual accounts for 1962. My question at this stage 
is: Why was it not thought desirable to tabulate a summary of 
the actual accounts for 1962 and of the estimates for 1964? 

Direct comparison of the provisional estimates for 1964, 
as presented, with the accounts for 1962 is not really pos- 
sible but the following points can be made: l 

£12,000 is stated to be necessary for additional technical 
research. What is the nature of this expenditure and 
where is the corresponding figure in the 1962 accounts? 
Recruitment of candidates for articles, special in- 
quiries, summer courses, and advice on professional con- 
duct are all put forward as instances where the Institute's 

work will continue to expand. The only item in the 1962 

accounts relevant to these headings is the amount of 

£1,483 stated as expenses of summer courses. No indica- 
tion 1s given in the estimates for 1964 of what increased 
expenditure is expected to arise under these headings. _ 

Finally, paragraph 10, section (b) provides information 
about expenditure attributable to examinations. It is rather 
surprising to see that the estimate of direct expenditure of 
£55,000 for 1964 shows no change over the actual figure for 
1962: this in spite of the mention of inflation as one of the 
general reasons for the expected increases in expenditure. 

Ihe President: I will now try to deal with the very 
helpful points which have been put forward by the speakers. 

Mr Lynn, of London, compared us with other pro- 


fessional bodies: the Law Society and the B.M.A. We have : 


different problems and, I think I may say, bigger organiza- 
tion problems. than the Law Society. The B.M.A., 
understand, have two sides. They have what may be called 
the trade union side’ which looks after their interests as 
practising professional men; and the other side which deals 
with matters of research. Still, it is always useful to have a 
comparison with other bodies. 

‘Then Mr Lynn offered helpful suggestions about the 
List of Members. We have given a lot of thought to that. We 
have cut down the distribution by limiting it to those mem- 
bers who inform us that they want a copy and we save 
quite a substantial sum of money in that way. 

We cannot charge members for the Handbook. We cannot 
raise money in that way in order to decrease subscriptions. 
If we ask members to pay an all-in subscription, the 
Handbook and the other facilities are part of the service 
which we try to render in return. 

Accommodation is a matter which is very much in our 
minds. As you know, we have a scheme. We have had under 
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consideration whether we could rent inexpensive premises 
for a part of the staff but it is not easy. to decentralize. 

Mr Crawford, I think quite rightly, stresses the change 
facing the district societies. I would like to see a growth of 
membership of district societies all over the country and 
much more use made of the district societies. One of our 
main objects is to bring them into closer touch with the 
work of the Institute and to give all members the oppor- 
tunity of taking a real interest in what is going on, and, as 
Mr Crawford mentioned, having a say in the nominations 
by district societies for the Council. 

In connection with the lack of proper notice for the 
meeting, we were not aware that the notice might be invalid . 
until leading counsel advised us on the day before the 
meeting that there was some doubt whether adequate notice 
had been given. The Council felt that in'these circumstances 
it would be unwise to proceed. 

Mr Wood was a bit concerned about the position in 1965. 
It is difficult to say what our budget will be then. A lot will 
depend on the new accommodation. His revolutionary 
suggestion of charging a levy on practising firms would, I 
think, be very difficult to administer. 

I am grateful to Mr Hussey for his support. The 
differential between the categories of members is a difficult ~ 
problem. We gave a great deal of thought to this matter 
and we are satisfied that, having regard to, all the circum- 
stances, our recommendations are fair. There is always 
bound to be one category which feels it is paying too much 
and that another is not paying enough. 

Mr White referred to the notice concerning the Chartered 
Accountants Retirement Benefits Scheme. There is a 
printer’s error. It seemed to be such an obvious error that 
we did not think it necessary to go to the expense of 
sending out an amendment. I hope members will accept 
my apologies for the small error. 

On research in accountancy, we have to remember that 
it is a changing world in which we are living. We have to 
keep up to date and advise our members, and not only our 
members, but industry and commerce on matters of 
accountancy. We cannot afford to stand still. I think you 
will agree that the position of accountancy in the world 
today is very different from what it was even thirty years 
ago. I think we are well justified in going ahead with 
research, 

With regard to the problems of the small practitioner, we ~ 
have given a lot of thought to this matter and Mr Granger, 
when he was President, started an inquiry which we are 
still pursuing. We hope that very shortly it will be possible 
to report to you on the result of some of our inquiries. I 
would not like members to feel that insufficient thought is 
being given to the small practitioner. Considerable work 
has been done, and is being done, particularly by the district 
societies and by the committees of the Council. 

Mr Fea touched on a difficult problem of the amount of 
information given in the Explanatory Memorandum. It is 
always difficult to know where to draw the line. One can 
always say something could be presented a little differently 
or a little more clearly. We have given the best picture we 
could and I am afraid I must leave it at that. 

As regards the examinations; now that we are trying to 
make these self-supporting, the fees charged will cover the 
cost of the facilities and there will be a smaller charge 
falling on the actual revenue account of the Institute. 

We now seem to have concluded our discussion and 
unless any member wishes to raise any special point, I will 
put each resolution to the meeting and I shall invite Sir $ 
William Lawson to second. The resolutions, since they are ` 
proposing amendments only to the bye-laws, require to be ` 
passed by a simple majority. I will now move the resolutions 
by reference to the printed papers. 


Each resolution was then formally proposed by the 
President and seconded by Sir William Lawson. With 
the exception of Resolution No. 2 against which there 
were six dissentient votes, they were all carried 
unanimously, 
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SPECIAL AND ORDINARY MEETINGS 
OF THE COUNCIL 


. At special and ordinary meetings of the Council held 


on Wednesday, September 4th, 1963, at the Hall of 


. the Institute, Moorgate Place, London EC2, there were 


present: 


Mr Robert P. Winter, C.B.E., M.C., T.D., President, in the 
Chair; Messrs J. F. Allan, G. R. Appleyard, W. L. Barrows, 
T. A. Hamilton Baynes, J. H. Bell, G. T. E. Chamberlain, 
D. A. Clarke, C. Croxton-Smith, S. Dixon, Sir Harold 
Gillett, Bt, m.c., Messrs J. Godfrey, P. F. Granger, J. S. 
Heaton, H. O. Johnson, R. O. A. Keel, Sir William Lawson, 
C.B.E., Messrs E. N. Macdonald, p.r.c., R. McNeil, R. P. 
Matthews, S. J. Pears, F. E. Price, L. W. Robson, J. D. 
Russell, R. G. Slack, D. Steele, A. G. Thomas, A. H. 
Walton, J. C. Montgomery Williams, E. K. Wright. 


Resignation from the Council 


The Council received with much regret the resignation 
of Mr H. L. Layton, M.s.M., F.c.A., London, from his 


' membership of the Council. Mr Layton had been a 


member of the Council since 1957. . 


Transfer from Old to New Intermediate 
Examination 


I. 'The closing date for entries for the first new Inter- 
mediate examination in September 1964, will be July 
23rd, 1964. Special arrangements are, however, being 
made to enable candidates who are unsuccessful at the 
old Intermediate examination in May 1964 to apply to 
sit for the new Intermediate examination in September 
1964 if they so wish. 

2. The results of the old Intermediate examination 


in May 1964 will be issued on July 24th, 1964. The- 


last date for entries for the new Intermediate examina- 
tion in September 1964 for candidates failing the old 
Intermediate examination in May 1964 (and for these 
candidates only) will be August 6th, 1964. To facilitate 


these arrangements, a copy of the entry form for the 


b 


new Intermediate examination in September 1964 will 
be sent with the failure notice to the candidates who 
are unsuccessful at the old Intermediate examination 
in May 1964. Rs 

3. Similar arrangements will be made for candidates 


unsuccessful at the old Intermediate examinations in 
November 1964 and May 1965, who wish to apply to 
sit for the new Intermediate examinations in March 
1965 and September 1965 respectively. 

4. Candidates are reminded that in its statement of 
August rst, 1962, the Council announced that it had 
decided: 


(a) that a clerk who is unsuccessful at the present 
Intermediate examination may be permitted, if 
he so wishes, to sit subsequently for the new 
Intermediate examination; 


(b) that a clerk who sits for the new Intermediate 
examination shall not subsequently be permitted 
to sit for the present Intermediate examination. 


Alterations to Supplementary Royal Charter 
and Bye-laws 


The proposals to alter the supplemental Royal Charter 
and the bye-laws have been submitted to the Privy 
Council and still await allowance. The Institute is not 
able to forecast the date on which any such allowance 
will be notified, but it appears that notification will 
not be received for some weeks. 

The Institute had hoped that allowance would be 
forthcoming in time to permit, in particular, candidates 
who could claim a reduction in service from five to 
four years to apply to present themselves, if eligible, 
for the November 1963 examinations. Unfortunately 
arrangements to that effect will not now be possible. 
Candidates should, however, be in a position to apply 
to present themselves for the May 1964 examinations 
in the event of the allowance of the relevant alterations: 
a statement will be published as soon as possible 
informing them of what action they should take. 


Re-admission to Membership 


Subject to payment of the amount required by the 
Council, one former member of the Institute was re- 
admitted to membership under clause 23 of the supple- 
mental Royal Charter. 


F 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


_ Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 
; hearings held on August 1st, 1963. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a fellow 
of the Institute had been guilty of acts or defaults 
discreditable to a member of the Institute within the 
meaning of clause 21, sub-clause (3) of the supple- 
mental Royal Charter in that (a) he accepted for his 
firm appointment as auditors of a limited company 
without first communicating with the previous auditor; 
(b) on behalf of his firm he undertook professional 
accountancy services other than auditing for the same 
company without first communicating with the firm 
which had hitherto acted as professional accountants 
to the company, so as to render himself liable to 
exclusion or suspension from membership of the 


r 


Institute. The Committee found that the formal 
complaint had been proved under both headings and 
the Committee ordered that the member be admonished 
but considered that there existed special circumstances 
justifying the omission of his name from the publication 
of the Finding and Decision. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Kenneth 
Roy Morris, F.C.A., and George Edward Sawtell, A.C.A., 
practising under the style of Kenneth R. Morris & Co 
have been guilty of acts or defaults discreditable to a 
member of the Institute within the meaning of clause 
21, sub-clause (3) of the supplemental Royal Charter 
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in that (a) they accepted nomination as auditors of a 
club without first communicating with the existing 
auditors; (6) having been approached by a member of 
that club they obtained nomination as auditors of the 
club by indicating their willingness to accept a fee 
substantially below that required by the existing 
auditors, so as to render themselves liable to exclusion 
or suspension from membership of the Institute. The 
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Committee found that the formal complaint against 
Kenneth Roy Morris, r.C.4., and George Edward 
Sawtell, a.c.A., had been proved under heading (a) | 
of the formal complaint but had not been proved under 
heading (6) of the formal complaint and the Com- 
mittee ordered that Kenneth Roy Morris, F.C.A., and 
George Edward Sawtell, a.c.a., both of 45 Hagley 
Road, Stourbridge, Worcestershire, be reprimanded. 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 
d hearing held on July 3rd, 1963. 


Overdue Subscriptions 


In addition to similar complaints on which the 
findings and decisions have already been reported, 
the committee heard five complaints preferred by the 
Investigation Committee each to the effect that the 
member concerned had failed to pay within four 
months of January rer, 1963, the subscription then due 
and payable by him, so as to render himself liable to 
exclusion or suspension from membership. The com- 
mittee found tlie complaint proved in every case and 
ordered that each of the five members be excluded 
from membership unless by a specified date the sub- 
scriptions respectively the subject of the formal com- 
plaints had been received or, in one case, the Council 


had accepted the resignation of the member; and the 
committee further ordered that in the event that the 
foregoing decisions did not take effect, one of the mem- 
bers be admonished, that no action be taken in the 
other cases, and that there then existed in all cases 
circumstances which justified the omission of the name 
of the member from the publication of the finding and 
decision. In none of the cases did exclusion from mem- 
bership take effect and the following alternative 
decisions have therefore become effective: 
(a) Admonished 
One member; - 
(b) No action 
Four members. 


FINDING AND DECISION OF THE APPEAL COMMITTEE 


Finding and Decision of the Appeal Committee of the Institute appointed pursuant to bye-law 108 of the 
bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a hearing held on 
September 5th, 1963. 


The Appeal Committee heard an appeal against the 
Finding and Decision of the Disciplinary Committee 
of the Council of the Institute upon a formal complaint 
preferred by the Investigation Committee of the 
Council to the Disciplinary Committee that a member 
of the Institute had failed to pay the subscription pay- 
able by him under clause 11 of the supplemental Royal 
Charter and bye-law 42 in respect of the year 1963 for 
four months after the same had become due so as to 
render himself liable under clause 21 (7) of the supple- 


mental Royal Charter to be excluded from mem’™r- 
ship or to be suspended for a period not exceeding two 
years from membership. The Appeal Committee 
affirmed the Finding of the Disciplinary Committee 
that the formal complaint against the said member had 
been proved and the Committee varying the Decision 
of the Disciplinary Committee decided that no action | 
be taken and that there existed special circumstances 
which justified the omission of the name of the mem- 
ber from the publication of the Finding and Decision. 


MEMBERS' LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


An Accounting System for a Bowling Center with a manual 
of procedure and sample forms; by S. Halio. New York. 
1962. (Exposition Press, 705.) 

The Administration of a Public Accountant's Office. (New 

' Zealand Society of Accountants.) Wellington. [1963.] 
(N.Z.S. of À., presented.) 

Brand Names for the Investor: a guide to manufacturers’ 
trade and brand names; by D. W. A. Gregg. 1963. 
(Business Publications, 35s.) 

Chalmers’ Sale of Goods Act, 1893, including the Factors 
Acts 1889 and 1890; (by Sir M. D. Chalmers): fourteenth 
edition by P. Sieghart. 1963. (Butterworths, 42s 6d.) 

Devonshire Clockmakers; by J. K. Bellchambers, F.c.a. 
1962. (Presented.) 

Kompass: register of British industry and commerce. 
(Kompass Register.) Croydon. 1963. (Kompass Register, 

' presented, 3155.) 

Managerial Cost Accounting and Analysis: texts, problems, 

' cases; by C. B, Nickerson. New York. 1962. (McGraw- 

^ Hill, 76s.) 

Netherlands Legal Provisions on Companies Limited by 


Shares. (Institute for the Supply of International Legal 
Information.) Leiden. 1957. (L.S.I.L.I., 8s.) 

Notes on the Preparation and Rendering of Fees. (New 
Zealand Society of Accountants.) Wellington. [1963.] 
(N.Z.S. of A., presented.) 

Notes on Staff 'Training. (New Zealand Society of Account- 
ants.) Wellington. [1963.] (N.Z.S. of A., presented.) 

Outlines of Industrial Law; by W. M. Cooper: fourth 
edition by W. M. Cooper and J. C. Wood. 1962. 
(Butterworths, 455.) 

The Practice of Industrial Communications; by M. Ivens. 
1963. (Business Publications, 455.) 1 

Spicer and Pegler's Book-keeping and Accounts: sixteenth 
edition by W. W. Bigg, F.c.a.. H. A. R. J. Wilson, 
F.c.A., and A. E. Langton, F.C.A. 1963. (H.F.L., pre- 
sented, 405.) 

The Stock Exchange; by H. D. Berman: fourth edition 
1963. (Pitman, 125 6d.) ` 

‘Termes Comptables: Français - Anglais: Accounting Terms 
English - French. (Canadian Institute of Chartered 
Accountants.) Toronto. 1963. (C.I.C.A.,. presented.) 
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OR STUDENTS 


i | MECHANIZED ACCOUNTING - II 
Keyboard Accounting Machines 


HE first article in this series, in The Accountant of 
March 8th last, was devoted to a discussion of the 
advantages and disadvantages of mechanized account- 
ing. We now proceed to consider the equipment. 
There are three main types of mechanical accounting 
equipment at present in use: 


(a) Keyboard accounting machines; 
(b) Punched-card equipment; 
(c) Electronic computers. 


The student will require to have a knowledge of all 
types during the course of his future career, if he is to 
deal intelligently — either in the course of audit work 
or for other purposes — with accounts prepared with 
the aid of oin equipment. 


three times to move the 2 into the units of pounds 
position. Similar procedure is followed for the 
shillings and pence. Described in this way, it may 
seem a laborious procedure, but many operators 
achieve very fast speeds. Some machines, of 
course, are fitted with three cypher keys which 
automatically move digits across 3, 2 or I positions 
respectively. 


Control mechanism. The manual posting of a 
ledger involves the following operations: (a) selection 
of account to be posted; (b) entry of description into 
account, i.e. date and reference (e.g. invoice number); 
(c) entry of amount; (d) ‘pick-up’ old balance; (e) add 
posting to old balance; (f) write down new balance. 

Mechanical posting of ledger accounts follows the 
same procedure. Each separate operation is allotted a 
position on the carriage and instructions are built into 
a control panel which is fitted either to the front or 
rear of the carriage. The control panel consists of a 
number of positions each detailing the machine func- 

tions to be performed (i.e. add or subtract, non-add, 
typewriter, etc.) when the machine is activated at that 
position, together with a device for halting the carriage 
tabulation at each position required by the programme. 
The posting sequence is thus represented by a series of 
positions each controlling part of the operation. 

'The following may be EE as a typical simple 
posting sequence: . ` 

Operator inserts card into carriage of machine and 
indexes motor bar to move the carriage to first position. 
Position I. Operator ‘writes’ amount of old balance 
(e.g. £100) from the card on to keyboard and indexes 
motor bar. This causes amount of old balance to be added 
into a register of the machine and also to print out on proof 
sheet. The machine will then move across to the next 
position where it will be halted by the programme panel. 
Position 2. Operator sets up date and invoice number on 
keyboard and indexes motor bar. This causes date and 
invoice number to print on both ledger card and proof 


Keyboard Machines 


The wide range of keyboard accounting machines on 
the market, made by a variety of manufacturers, while 
embodying different features, all basically operate on the 
same principle. 

The keyboard ledger-posting machine has four basic 
parts: carriage, keyboard, control mechanism, registers. 

The carriage is designed so that documents can be 
fed into the machine both from the back and from the 
front (called respectively "back feed' and 'front feed"). 
‘This is, of course, important from an accounting point 
of view for it enables copies of documents to be made. 

A proof sheet is inserted into the back feed and 1s 

y held around the platen by pressure rollers. This sheet 
takes a copy of every entry made by the machine. 
Documents placed in the front feed of the machine : 
may be extracted again without interfering in any 
way with the sheet in the back feed. 

Documents can also be inserted side by side in 
either the front or back feed, and each may be removed 
independently without disturbing the others in the 
machine. 


The keyboard of the machine which can be: 
(i) A full keyboard, ie. having a row of keys 1-9; 
representing each digit in the capacity of the 
machine, thus if the capacity is £9,999,999 19s 
11d there would be ten rows of digits; the pence 
row having eleven keys. On the extreme left of 
the keyboard will be found rows of keys for the 
date and normally a column of abbreviated 
-description keys. Amounts to be posted by the 
machine are merely tapped on the keyboard by 
the operator, who then indexes a motor bar on 
the right of the keyboard. ` 
(ii) An abbreviated or twelve-key keyboard. The digits 
to be set up in this case are entered individually 
into the machine by indexing the keys consecu- 
tively in the pence position. To enter £10 for 
example, the operator indexes the 1 key and the 
cypher or shift-key four times to move the racross 


to the tens of pounds position. To enter £2 the 


' 2. key would be indexed and the cypher key indexed 


sheet (which is a carbon copy of ledger posting). The 
amount will not add into the machine’s registers because 
instructions to 'non-add' will have been built into the 
control panel at that position. (It 1s possible to have a 
pre-set dating device which saves the operator repeating 
this operation but it is used only when the date does not 


~ vary throughout a posting run.) 


Position 3. Operator types any description necessary 
to make the posting clear. 


Position 4. Operator ‘writes’ amount to be posted (e.g. 
£109) on to keyboard; indexes motor bar. ‘This causes £10 
to be added to the ‘£100 already in machine and prints 
out £10 in the posting position on the ledger card. 


Position 5. Machine automatically prints.out amount of 
new balance (£110) without any action by the operator 
because instructions to sub-total automatically will have 
been built into the control panel at that position. 

Position 6. Operator picks up old balance (£100) from 
card for second time. Machine deducts it from new 
account balance (which is now reduced to the amount 


of the posting) and prints it out on ledger card. 
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Position 7. Machine automatically totals and prints out 
amount left in register (£10) and automatically adds it to 
storing total which is used for proof purposes. After 
amount has printed the machine returns to first position 
ready to perform the next posting. 

Position 6. At end of run of postings, operator indexes 
motor bar to move carriage to last position where the 
machine automatically totals and prints out the stored 
amounts. 


It will be seen that as the control panel controls. 


arithmetic, printing and the carriage tabulation, all the 
operator is called upon to do is to: 
(a) enter the relevant figures at each position at which 
the carriage is stopped; 


(b) touch the motor-bar to activate the machine; and 


(c) insert and remove documents from the carriage 
of the machine. 


The operation therefore is outside the control of the 
operator, who is required only to perform the routine 
in the correct sequence. 

, It is apparent from the above description of the post- 
ing process that the programme of the operation is 
extremely important and great care must be taken at 
the outset to ensure that the machine company's 
representative thoroughly understands the job to be 
performed, so that he can produce the fastest and 
safest programme for the particular operation. 


Registers. Registers are the arithmetical mechan- 
isms within the machine which add, subtract, total and 
sub-total. Each register normally has a maximum capa- 
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keyboard plus one digit. 

Machines may have one or more registers, up to a 
maximum of approximately 25, according to the 
requirements of the. applications to be performed. 
The more registers a machine has the more complex 
and automatic will be the operations it can perform. 
Great care must be taken at the negotiation stage to 
ensure that the machine purchased has an adequate 
number of registers for the applications envisaged; a 
stores control routine, for instance, normally requires 
more registers than a simple ledger-posting operation. ' 

Some of the more advanced machines are able to 
detect errors in the amounts entered as opening bal- 
ances because they have mechanical features which are 
able to detect the state, i.e. plus or minus, existing in a 
register. This feature also enables automatic methods 
of proof to be adopted and enables the machine to 
‘detect’ deviations from a predetermined pattern and 
produce ‘exception reports’, e.g. accounts in arrears, 
stocks below minimum, etc. 

Not all registers are capable of giving an automatic 
credit balance (i.e. a minus balance), e.g. if £100 is. 


city equal to the number of rows of figures on 4 


.entered as plus and £200 os 2d entered as minus, some 


registers will give the answer of £100 os 2d Cr. whereas 
others will give the complement, ie. /£,99,999,899 
tgs od. It is essential, therefore, to consider this point 
in planning the operation and in deciding the number 
of registers required. Some machines have all balances 
capable of giving true credits, while others have only a 
proportion with this facility. (To be continued.) 
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1949, relating to the treatment of derelict land; to amend 
the law with respect to the power of municipal boroughs 


| N ` ] E : l ( ti T to use the general rate fund and borrow for non- 
e W CIS a 10n statutory purposes; to apply Part II of the Town and 
de Country Planning.Act, 1959; to corporate land; and for 


1 


The date indicates when an Act received the Royal Assent 


_ STATUTES 
Chapter 26: Appropriation Act, 1963 
Apply a sum out of the Consolidated Fund to the 
service of the year ending on March 31st, 1964, and 


to appropriate the supplies granted in this Session of 
Parliament. 


Price 3s net. July 3rst, 1963. 


Chapter 29: Local Authorities (Land) Act, 1963 


An Act to make amendments of the law relating to the 
functions of local authorities in relation to land to the 
like effect as those commonly made in local Acts; to 
enable local authorities to make advances for the 
erection of buildings and to provide accommodation 
for keeping motor vehicles; to amend the provisions of 
the National Parks and Access to the Countryside Act, 





56 VICTORIA STREET, LONDON, SWI 


JOHN FOORD & COMPANY 
REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


purposes connected with the matters aforesaid. . 


Price 1s net. ^ July 31st, 1963. 
* Chapter 31: Weights and Measures Act, 1963 
An Act.to make amended provision with respect to 

weights and measures, and for connected purposes. . 


Price 7s net. Suly 31st, 1963. 


Chapter 33: London Government Act, 1963 ` 


An Act to make provision with respect to local govern- 
ment and the functions of local authorities in the 
metropolitan area; to assimilate certain provisions of the 
Local Government Act 1933 to provisions for corres- 
ponding purposes contained in the London Govern- 
ment Act, 1939; to make an adjustment of the 
metropolitan police district; and for connected 
purposes. 


i 
Price 15s net. July 2ret, 1963. 






Telephone: Victoria 2002 (3 lines) 


- Accountants, 
London EC2, announce with great regret the sudden: 
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Notes and Notices 


PROFESSIONAL NOTICES 
Messrs ARTHUR ANDERSEN & Co announce that 


they haye opened an office at Neuer Jungfernstieg 7/8, 


Hamburg, Germany. 


Messrs Brown, FLEMING & MURRAY, Chartered 
of 4B Frederick's Place, Old Jewry, 


death on August asth, of Mr Joun SANDILANDS 
WILSON, C.A., a senior partner in the firm. 


Messrs CHALMERS, Wang, IMPEY, CuDworTH & Co, 
Chartered Accountants, announce that Mr K. B. 
STONE, A.C.A., and Mr T. W. BINDING, A.C.A., have 
been admitted into partnership in Yeovil, Wells and 
Weymouth. Mr Brnpiwc has been a senior member of 
the Yeovil Office staff for several years. 


Messrs ALEXANDER B. Nev. & Co, Chartered 
Accountants, of London ECi, announce that on 
September rst, 1963, Mr R. J. HOARE, A.C.A., was 
admitted as a partner. The name of the firm remains 
unchanged. 


OBITUARY. 
John Sandilands Wilson, C.A. SC 
It is with regret that we have learned of the death 


on August 25th, of Mr John Sandilands Wilson, C.A., | 


a senior partner in the firm of Messrs Brown, Fleming 
& Murray, Chartered Accountants, of London. 
Educated at George Heriot's School, Edinburgh, Mr 
Wilson was admitted to membership of the Society of 
Accountants in Edinburgh in 1926. He was a member 
of the Council of The Institute of Chartered Account- 
ants of Scotland from 1957 to 1961 and bas served on 
the Finance and General Purposes Committee and on 
the Advisory Panel on Etiquette. Mr Wilson was also 
a member of The Association of Scottish Chartered 
Accountants in London from 1957-61, and held the 
office of convener during 1958-59. - 


. CHARTERED ACCOUNTANT APPOINTED 
A DEPUTY LIEUTENANT OF SURREY 


Mr Harold G. Daniels, J.P., F.C.A., senior partner in 
the firm of Alfred Simmons & Co, Chartered Account- 
ants, of Redbill, Surrey, has been appointed a Deputy 
Lieutenant of the County of Surrey. 

Mr Daniels is centenary Mayor of Reigate. He kas 
been a member of Reigate Borough Council for twenty- 
six years and has served in the office of Mayor on two 


“previous occasions; he is also a Justice of the Peace of 
the Borough. He holds the appointment of honorary. 


Lieutenant-Colonel and is a director of H. Fairweather 
& Co Ltd and the East Surrey Building Society Ltd. 


DEFENCE BONDS: CONVERSION OFFER 


The ‘Treasury has announced that a conversion offer 
will be made to holders of 33 per cent Defence Bonds 
(Conversion Issue) issued on January rst, 1954, and 
maturing on January rst, 1964. 

These holders will be invited to exchange their 
holdings into 4$ per cent Defence Bonds (Second 
Conversion Issue) on January rst, 1964. Holders who 
accept the offer of conversion will receive a final 
interest payment of six months’ interest at 34 per 
cent per annum on January rst, 1964, together with 
the premium of £3 per cent on Bonds exchanged. 
Acceptance of the offer of conversion will not involve 
any break in the holders’ encashment rights. If the 
offer is not accepted, interest on the maturing Bonds 
will cease with the payment due on January rst, 1964. 
The terms of the new Conversion Issue Bonds will be 
the same as those of the 44 per cent Defence Bonds 
currently on sale except that interest will be payable 
on January 1st, and July rst. The full conversion terms 
were given in the Prospectus and Notice which was 
posted to individual holders on September 6th. The 
list of acceptances of the conversion offer will be 
closed on October 4th, 1963. 


` MANCHESTER CHARTERED ACCOUNTANTS 
STUDENTS’ SOCIETY 


Annual Report 


Membership of The Manchester Chartered Account- 
ants Students’ Society at March 31st, 1963, totalled 
1,459 compared with 1,440 for the corresponding 
period last year, according to the report of the 
committee of the Society to be presented at the 
eighteenth annual meeting next Thursday. 
. On education and training, the report states that 
a new feature of the Society's programme during the 
year was the introduction of tutorial discussion groups 
in central Manchester, but adds that difficulty was 
experienced in attracting sufficient members to 
warrant their continuance on an official basis. Every 
enccuragement was given to students to form smaller 
groups privately in outlying areas to further their 
education on a friendly and informal basis. 

In his review of the year, the chairman, Mr D. D. 
Slade, A.C.A., refers to the fact that while the social 
side of the Society’s activities is important, the 
acacemic side should not be overlooked. Members 
preparing to become chartered accountants must, he 
says, be in a position to be able to discuss a wide 
variety of subjects of a serious nature. He calls for 
every effort from members during the coming year to 
co-operate more fully with the joint tuition committee. 
The report shows that a comprehensive programme of 
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lectures was arranged during the year, covering both 
the examination Syllabus as well as subjects of a more 
general nature. Afternoon visits were made to a 
number of industrial establishments in the area and to 
a Manchester colliery and the Manchester Assize 
Courts; in addition, successful residential courses 
were held at Lyme Hall, near Disley. Social functions 
included four President's tea parties for newly articled 
clerks and two dinners, both of which were attended 
by approximately two hundred and fifty members and 
guests. Át sport, rugby and association football, cricket, 
golf and hockey matches were played. The Bolton Branch 
held a wide variety of lecture meetings, and visits: in- 
cluded one to Bolton Town Hall to see an electronic 
computer and punched-card equipment and one to the 
new Manchester Law Courts. 


THE CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY OF LONDON 


Students are reminded that the Library and Study 
Room at Spencer House, South Place, London ECa, 
are open on Mondays to Fridays from 9.30 a.m. to 
5.30 p.m. The Study Room is available for evening 
study by prior arrangement. 

During next week, beginning September 16th, 
there will be visits on Tuesday to the Ford Motor 
Works and on Thursday to the Royal Mint, Parties 
are necessarily limited in number but all students are 
given the opportunity of joining visits to these two 
undertakings at some time during the early. part of 
` their articles. : 

From Thursday’ to Sunday, over two hundred 
students will be in residence at. Balliol and Trinity 
Colleges, Oxford,.for the Society's autumn week-end 
course. A report on the course will appear in The 
Accountant of September 28th. 


BRADFORD AND DISTRICT CHARTERED 
ACCOUNTANT STUDENTS’ SOCIETY - 


The following programme has been arranged by the 
Bradford and District Chartered Accountant Students’ 
Society for the autumn session: 


September 16th — 19th: Intermediate Students Residential 
Course at Grantley Hall, Ripon. 

September 23rd: Sports Visit to Nottingham Students’ 
Society Fiesta. l 

September 30th — October 3rd: Final Students Residential 
Course at Grantley Hall, Ripon. 

October 8th: Lecture: ‘Stock exchange practice’, by 
Mr J. H. Gurney, a member of the Bradford Stock 
Exchange, Midland Hotel, 5.30 p.m. (Tea provided.) 

. October Irth: Students! Dance — ‘The Unravel Twist’ — 
. Little Theatre, Bingley, 8 p.m. 

October 14th: Commencement of ‘Introductory course’ 
at Bradford Technical College for three weeks. 

October r5th: Lecture: ‘Hire-purchase’, by Mr N. 

Scholes, A.C.A, Midland Hotel, 5.30 p.m. (‘Tea provided.) 
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October 21st: Lecture: ‘General aspects of insurance’, 
by Mr R. Bentley, F.c.1.1., Midland Hotel, 5.30 p.m. 
(Tea provided.) 

October 22nd: Visit to John Smiths Brewery, ‘Tadcaster. 

The Honorary Secretary of the Society is Mr W. H. ' 

Harrison, Aquila Rigg, Hightown, Liversedge.” 


CHURCH SERVICE FOR MEMBERS OF THE 
PROFESSION IN MANCHESTER 


The Manchester Society of Chartered Accountants, ¢ 
the Manchester and District Society of The Association 
of Certified and Corporate Accountants, and the 
Manchester branch of The Institute of Cost and Works 
Accountants, are to hold an accountants’ service at 
St Ann’s Church, Manchester, on Thursday next at 
6 p.m. The service will be conducted by the Rector, 
the Reverend Canon Eric Saxon, B.A.(ADMIN.), B.D., 
who will preach the sermon, and the lesson will be 
read by the President of the Manchester Society of 
Chartered Accountants, Mr J. Vernon Eastwood, 
F.C.A. 

The service has been arranged for all members of 
the profession in the area, their staffs, wives and 


. friends. 


PERSONAL TAX STATEMENTS 
A Correction 
The author has pointed out that there was an error in 


‘the footnote on page 251 of the article on ‘Personal 
' Tax Statements’ published in our issue of August 31st. 


Under the provisions of the, Finance Act, 1963, the 
income tax liability will be reduced by £57 9s 6d (not 
£78 85) made up as follows: 


. Cessation of Schedule A and B assessments Z s d 
on Belle Vue, £82 at7s 9d .. 431 15 6 


Increase in personal and child allowances 
(£80 + £30) £110 at 7s gd ug ous I2 6 


Increase in allowances for National Insurance 
contributions paid for Mr Citizen-and the 
cook respectively, (£4 + £2) £6 at 7s 9d 2 6 6 

) 507,96 14. 6 

Less: Increase in income tax payable on first 
£360 of income (£103 5s less £84) 19 5 © 


£57 9 6 





COST ACCOUNTANTS’ EXAMINATIONS 


In the ‘Weekly Note’ in our issue of August 31st 
referring to the examinations of The Institute of Cost 
and Works Accountants, the name of the winner of the 
Lewton Coronation Prize in Management Accounting 
for Associates and registered students of the Institute” 
should have read Mr D. Murphy, A.C.A. 
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Impressions-of Edinburgh 


| EAVING the Usher Hall at the end of the concluding session 

of the European Congress of Accountants in Edinburgh 

last week, one suddenly realized how far we had travelled 
and how quick the journey had been. ‘The accountancy profession 
in Britain, for long turned either inwards upon itself, or outwards 
to the Commonwealth and the U.S.A., had found a new dimen- 
sion; it had discovered itself in Europe. And yet, considering the 
evidence. provided by the admirable exhibition on 'European 


Accounting History’ which THE LIBRARIAN of the Scottish Institute 
: had assembled specially for the occasion, this new awareness of 


the Continent is only the belated recognition of a common 


ancestry, common ideals, a cornmon purpose. 


The fascinating collection of rare books, documents, pictures 
and instruments which composed this exhibition, and which alone 
would have made the journey north of the border worth while, was 
but one of the many facets of the Congress illustrating the links 
between the two sides of the Channel. It was also only one example 
of the many treats the Scottish Institute had in store for the 
two thousand-odd visitors to Edinburgh who came from some 
twenty different countries to take part in this first full European 


'accountants' congress. 


Where does one begin? With Edinburgh itself, beautiful and 
majestic, in its kindest and gayest mood, the sun shining through- 
out the greater part of the week? With the inexhaustible hospitality 
of the Scottish hosts who let no opportunity slip by of caring for 
their visitors’ comfort and entertainment? With the massive 
achievement of the organizers of the Congress, in particular 
Mr Vicror McDoucarL and Mrs Rosemary HALL, with their 
staff of willing helpers, whose tireless work ensured that every 
detail of the arrangements took place without a single hitch? With 
the visitors themselves, from Bruges and Belfast, Monaco and 
Manchester, Ulm, Upsala and Udine and a hundred other 
European cities and provinces? With the brilliant social events — 
a garden party, a concert, receptions, banquets, balls — which 
kept the visitors in festive mood by day and by night? With the 
many excursions into the unforgettable scenery surrounding 
Edinburgh? Or with the little groups of Congress members one 
saw forming in hotels, at street corners and outside the Usher Hall 
itself, urgently coming to grips with their personal desires for 
greater mutual understanding? 

In such circumstances it was, indeed, praiseworthy that so 
many participants found time to attend the four business sessions 
on Wednesday, Thursday and Friday. These varied considerably 
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Mr TREFFERS suggested that the work of 
congresses such as this could be deepened and, 
extended by organizing international summer ` 


schools and conferences of a working kind. He, 


in content and presentation. The session on 
electronic data processing was very good indeed; 
that on auditing, fair; the ones on accounting 
principles and the services accountants can offer 


to small businesses, frankly poor. Speakers 
sometimes seemed unduly restrained, perhaps 
overawed by the uniqueness of the occasion, and 
few were prepared to forsake the well-travelled 
paths of yesterday to peer into the mists of 


tomorrow. But these minor criticisms must be - 


seen in their true perspective; the main purpose 
of the Congress was to initiate and foster personal 
contacts between accountants thoughout Europe, 
and in this it succeeded magnificently. 

Such shortcomings as there were do, however, 


also saw the need for the general circulation, in 
three or four languages, of important articles and 
pronouncements emanating from any European 
country. He called for an extension of existing 
research efforts so that problems could be 
adequately investigated and pointed to the benefits 
of being well-informed on what each professional 
body was doing. 

In a moving closing address, Mr McKELLAR 
drew attention to the spirit of European friendship 
and co-operation which had already been achieved 


provide useful lessons for future congresses of 
this nature. Accurate technical translation. is a 
problem which requires particular attention to 


by the accountancy profession and to which the , 
success of the Congress bore eloquent testimony. ` 
It is in the study of the profession e three R’s, ` 


reduce the area of misunderstandings and to 


avoid the irritations which can arise. When. 


papers are to be presented, it is essential that the 
authors be given precise and detailed briefs to 
follow, in order to avoid the difficulty of 
summarizing very dissimilar texts. The choice of 
chairmen, rapporteurs and discussion leaders 
for business sessions (we write in general terms, 
of course) is critical. Lack of an opportunity for 
free discussion, and the imposition of views from 
the platform — especially on subjects where all 
participants can be assumed to be equally 
knowledgeable ~ cause some champing at the 
bit, and an arrangement which permits wider 
participation, though not without its problems, 
has distinct advantages. Unwillingness to formu- 
late resolutions is surely a passing phase; some 
attention to the question of the most appropriate 
machinery for doing this is obviously called for. 

The theme of the concluding session was 
looking forward to the future, and this provided 
some of the best speeches of the week — from 
Sir ''HoMAs Rosson, M.B.E., F.C.4., Mr H. C. 
TREFFERS of The Netherlands and Mr ALEXANDER 
MCKELLAR, C.A., President of the Congress. Sir 
Tuomas called for the sweeping aside of barriers 
in the way of professional practice, so that a 
properly qualified person would be accorded full 
rights to practise anywhere as in Britain, and for 
an interchange of accountancy bodies' statements 
on accounting principles and on auditing to 
assist in reshaping the international profession 

into a common mould. 


then, that future developments can be foreseen — 
reciprocity, research and reporting. Reciprocity 
involves the harmonization of European standards 
of accounting and auditing, not only between the 
accountancy bodies themselves but also in relation 
to the wider spheres of the business and social 
communities, and the. work commenced by 
the U.E.C. will certainly proceed at a higher 
tempo. j 

In research, the efforts of the profession have 
so far been restricted and fragmentary, and a 
new look at the existing facilities of the various ` 
professional organizations and their relations 
with universities, technical colleges and Govern- 
ment departments, will be necessary. Facilities 
for international reporting require to be aug- 
mented, and in this, of course, we have a special 
interest and responsibility ourselves. 

It is clear from the statements made by Sir 
THomas Rosson and Mr McKzLLaR that the 
English and Scottish Institutes are determined 
to make a real contribution to the work of the 
U.E.C., and doubtless they have the full support 
of the other member bodies in Britain and 
Ireland. Indeed, there can be no going back, for 
this experiment in greater European co-operation 
will be watched with considerable interest. If- 
the work inaugurated by the U.E.C., which has: 
now taken such a great step forward with the 
success of this Congress, becomes an example for 
other parts of the European community to 
follow, it will not be the first time that accountancy 


- has blazed a trail for civilization. 
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on National Income and Expenditure! pro- 

vides an opportunity of reminding ourselves 
what economic conditions — and therefore what 
life in Britain — was like a decade and a half ago. 
The report concentrates, however, on the ten years 
between 1952 and 1962, and it is to this longer- 
term comparison. that this article is directed. 

In the decade 1952 to 1962, domestic output 
rose by about 30 per cent — an average of 

,27] per cent per annum. When the history of 

' 1963 comes to be written it will no doubt show 
that this average rate has been maintained. Over 

- the same period, consumers’ expenditure measured 
in real terms rose by 33 per cent, representing 
an average rate of increase of 2:9 per cent per 
annum. 

It may be recalled that a target of doubling the 
standard of living in twenty-five years was 
suggested in the early fifties. This implies an 
average annual increase of just under 3 per cent 
per annum. Changes in consumer expenditure 
provide a useful measure of changes in living 
standards, and it would appear that in the first 
ten or eleven years, the requisite rate has been 

"attained. - | 

It will be noted, however, that domestic 
output has increased at a slightly slower rate and 
the increase in consumers' expenditure has been 
achieved by a diversion of output from defence 
to consumers’ expenditure and to gross invest- 
ment. However, savings have also increased over 
the past decade and personal incomes have 
therefore increased by over 33 per cent. 

Gross fixed investment at home rose by 77 per 
cent in the ten years, exports of goods and 
services by 37 per cent, whilst public expenditure 
on goods and services rose by only 7 per cent — 
a rise of 30 per cent in civil expenditure being 
partly offset by a fall of 17 per cent in expenditure 

"on military defence. The average rate of increase 
in exports has been 3:2 per cent per annum; this 
compares with the National Economic Develop- 
ment Council target of 5-2 per cent. 


T publication of the annual Blue Book 


oA anaia Income and Expenditure, 1963. H.M.S.O. Price 
s net. 
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Trends in National Expenditure 


Not only has consumer expenditure risen 
significantly over the period, the pattern of 
expenditure has also changed. In 1952, there 
were still shortages and food rationing was in 
force. Even so, food expenditure was relatively 
less important in 1962 than ten years earlier. In 
1952, 29:9 per cent of consumer expenditure went 
on food; last year the proportion was 27:9 per 
cent. 

. Expenditure on alcoholic drinks, tobacco, 
cinemas, clothing and public transport were all 
relatively less important in 1962 than in 1952. On 
the other hand, expenditure on durable con- 
sumers' goods, cars, radio and television sets was 
considerably more important in 1962 than a 
decade earlier. Expenditure on housing, foreign 
travel, furniture, fuel and light and entertainment 
other than cinemas also rose in importance, but 
not to the same degree as in the case of the other 
commodities and services mentioned. 

It is interesting also to consider what changes 
have occurred in the source of domestic output. 
Here the changes have been less marked, perhaps, 
but they are not without their significance. In 
1952, 34:6 per cent of domestic output originated 
in the manufacturing industries; this proportion 
had risen slightly by 1962 when the percentage 
WAS 35:2. 

Agriculture and mining were relatively less 
important in 1962 than in 1952. In the latter dar 
they contributed 5:6 per cent ànd 3-7 per cent, 
respectively, to domestic output; last year the 
contributions had fallen to 3-9 per cent and 2:9 
per cent. | 

Construction was considerably more important 
last year than a decade earlier. In 1962, 6:6 per 


'cent of domestic output came from the con- 


struction industry against 5:5 per cent in 1952. 
Other industries and services which were relatively 
more important in 1962 than in 1952 were — 
public utilities — gas, water and electricity, 
insurance, banking and finance, public health and 
educational services, other services and ownership 
of dwellings. On the other hand, transport and 
communications, distribution and public admini- 


stration and defence had declined in importance. 
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by R. EDWARDES-KER, Paris 


breakdown of the negotiations for the entry 
of Great Britain and other countries into 
the European Common Market acts as an in- 
ducement to British and other foreign companies 
to set up in business in one of the Common 
. Market countries; and this pressure seems likely 
to increase as the internal Common Market 
tariffs gradually diminish. France is naturally 
one of the countries that will be considered by 
any company which decides that it is necessary 
to set up an establishment in the Common 
Market. 


Prison ot th though it may seem, the 


Branch or Subsidiary? 

Many foreign companies wishing to set up an 
establishment in France hesitate between setting 
up a French branch or a French subsidiary. 
Usually they are under the impression that the 
setting up of a branch is simpler, quicker and 
cheaper than setting up a subsidiary. This is not 
the case and, in regard to the question of time, it 
generally takes longer to set up a properly 
qualified branch than a French subsidiary. 

Except in the case of certain specialized indus- 
tries (such as banking, transportation, etc.) where 
it may be important that the. same legal entity 
should operate everywhere, the only real advan- 
tage offered by a branch is that any losses incurred 
by the branch would normally be allowed as a 
deductible charge for tax purposes in the overall 
accounts of the foreign company. 
(bs may be an important factor in cases 
whére it is anticipated that the French branch 
will run at a loss initially and that it will not be 
possible to recuperate the amount of such losses 
during the tax loss carry-forward period of five 
years applicable in France. | | 

However, a branch operation has several 
disadvantages, the principal being the following: 


. (a) Delay resulting from the ‘carte de commercant 
problem 

If a French subsidiary is created, the président 
directeur général (chairman general manager) in 
the case of a société anonyme, or the gérant 
(manager) in the case of a société à responsabilité 
limiteé, must be a French nationalor, if a foreigner, 
Articles on setting up business in Germany and Switzerland 


appeared in The Accountant of October 6th and September 
"15th, 1962, respectively. 


must obtain a carte de commercant (commercial 
card) before he can assume his appointment. 

Notwithstanding the improvement that has 
been effected in the last two or three years, the 
obtaining of even a temporary carte de commercant 
is still not a simple or speedy process. 

In the. case of a subsidiary company, it is 
possible to avoid, or postpone, this problem by 
appointing a French national as président directeur 
général or gérant in the first instance. 

It is not possible to do this in the case of a 
branch. If a French national is appointed as, 
manager of the branch, it then becomes necessary ` 
to obtain a carte de commercant for the managing 
director of the parent company. This involves a ` 
delay of one or two months before the branch 
can be properly constituted. 


(b) Lack of flexibility 
After a foreign company has set up an establish- 
ment in France, it is often desired:to transfer 
the ownership of such establishment to some 
other company. In the case of a subsidiary 
company this presents no problem. All that is 
necessary is for the shares in the French sub- 
sidiary to be transferred (an operation for which 
French Exchange Control permission would 
normally be forthcoming automatically) whilst 
no tax or stamp duty wil be payable on the 
transfer of the shares, assuming that the sub- 
sidiary has been constituted as a société anonyme. 
In the case of a société à responsabilité limitée a 
tax of 4:2 per cent would be payable. 

The position is quite different where a branch 
is concerned. In such a case, it is necessary: 


(1) to assign the assets of the French branch 
from one company to another which 
usually involves a tax on the value.of the 
assets transferred (including goodwill) at 
rates up to 16 per cent; 


(2) to, liquidate the French branch of the 
original company often with an attendant 
tax problem (in particular company income 
tax at reduced rates of ro per cent or 25 
per cent would be imposed on any gains 
made on tbe disposal of fixed assets and 
goodwill); 


.. (3) to set up from scratch a French branch of 


the new company; and 
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(4) to deal anew with the carte de commercant 
problem. 


(c) Less satisfactory French tax position 
The fact that a foreign company establishes a 
French branch means that the foreign company 
itself becomes subject to French taxation and that 
the French authorities may call for the production 
of the accounts of the foreign company. 

There is no difference in the treatment of 
branches and subsidiaries in so far. as concerns the 
companies’ income tax at the rate of 50 per cent. 

However, as explained below, the situation of 
a French branch of a British company as regards 
the French withholding tax on dividends is less 
clear-cut than that of the French subsidiary of a 
British company. 


Type of Subsidiary Company 
There are really only two types of subsidiaries 
which should be considered. These are referred 
to as a société anonyme (S.A.) and a société a 
responsabilité limitée (S.A.R.L.) respectively. 
The S.A. corresponds closely to a British joint- 


stock company; whereas a S.A.R.L. is a sort 


of hybrid between a. British private company and 
a limited partnership. 

Both these types of company have the following 
features in common: i 

(a) The liability of the shareholders is limited 
to the amount of the issued capital, but in 
the event of bankruptcy the Court, if the 
circumstances warrant it, may decide that 
some or all of the directors shall bear all 
or part of the liabilities of a S.A. Similarly 
in a S.A.R.L. any shareholders who have 
participated in the management, regardless 
of whether or not they are official managers 
(gérants), may be held responsible for all 
liabilities. 

(b) A tax of 1:60 per cent of the issued share 
capital is payable on incorporation (this tax 
and all other formation expenses are 
allowed as a deduction on computing the 
taxable profits). The taxes payable there- 
after (the most important of which are 
described later) are in general the same 

| for both types of company. 

The basic practical differences between the 

two types of company are as follows: 

(1) A S.A. must have a. minimum of seven 
bona fide shareholders; whereas a S. A.R.L. 
need only have two. Usually there are three. 

(2) The minimum capital of a S.A.R.L. is 
10,000 francs; whereas there is no specific 
minimum capital for a S.A. 
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(3) A SARL is managed by a gérant 
(manager) who, so far as third parties are 
concerned, has virtually complete powers. 
There is no board of directors as in the case 
ofa S.A. 

(4) Shares in a S.A.R.L. cannot be transferred 
to non-shareholders without the consent 
of a majority of the shareholders repre- 
senting at least three-quarters of the issued 
share capital There is no similar legal 
restriction on transfers of shares in a S.A. 
but the statuts may contain clauses restrict- 
ing transfers. 

Having regard to the difficulty of 
restricting the powers of the manager of a 
S.A.R.L., most foreign companies préfer 
that their French subsidiary should be 
constituted as a S.A. However, in cases 
where speed is essential, foreign companies 
do sometimes begin with a S.A.R.L. which 
can later be transformed into a S.A. 


French Exchange Control 


It is necessary to obtain the authorization of the 
French Exchange Control for non-resident share- 
holders to subscribe to shares to be issued by a 
French company (whether on incorporation or on 
the occasion of any increase in capital) or to 


finance the establishment of a French branch. 


If the amount of the foreign investment does 


- notexceed 500,000 francs (approximately £35,000), 


the necessary authorization is usually forth- 
coming within about one month. Approval of 
larger investments may take two to three months, 
or more. 

Subject to the remark that every director of a 
S.A. must hold at least one director's qualifying 
share, all the shares of a S.A. may be held by 
non-resident foreigners. It is only in special cases 
(e.g. manufacture of war materials, nuclear energy, 
etc.) that the proportion of foreign shareholding 
is restricted. 

In the case of foreign investments duly 
authorized by the French Exchange Control, 
neither the transfer of dividends, nor the 
repatriation of capital on liquidation, to non- 
resident shareholders, present any problem. 


Company Control 


The minimum number of directors of a S.A. is 
three and the maximum twelve. In general there 
is no restriction as to their nationality or place of 
residence. The directors are appointed by the 
shareholders in ordinary general meeting and can 
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similarly be removed -by the shareholders at an 
ordinary general meeting. > 

The président directeur général. SE the 
functions ofthe chairman and managing director 
of an, English company. He cannot be a mere 
figurehead and is personally responsible for the 
affairs of the company and must be given 
sufficient powers to enable him to carry on the 
day-to-day business of the company. The board 
of diréctors may appoint a deputy known as 
directeur général adjoint to assist the président 
directeur général. 'Yhe directeur général adjoint is 
often, but not necessarily, a member of the board 
of directors. Except for the président directeur 
général and directeur général adjoint (if any) no 
other director. of the. company may exercise 
functions of general management. 

" In view of the basic principle of French law 
that. (with unimportant exceptions) all shares 
carry the same voting rights, the ownership or 
control of more than half the share capital is 
sufficient to control the composition of the board 
of directors and the appointment of the président 


directeur général and hence the oy -day busi- 


ness of a S.A. 

‘However, in order to have complete control of 
a S.A. itis necessary to own or control at least 
two-thirds of the shares. The reason, for this is 
that a two-thirds majority is necessary to pass 
a resolution at an extraordinary ‘general meeting 
which is necessary to decide important matters 
such as a change of the company's objects; an 
increase or decrease of the capital; the putting of 


the company into liquidation or the carrying 


on of the company if more than three-quarters of 
the corporate capital has been lost. ' 

In the case of a S.A.R.L. it is necessary to 
own or control three-quarters of the capital to 
have complete control of the company. | 


There is no such thing in France as authorized: 


but unissued capital. In the case of a S.A.R. L., 
all the capital must be paid up in full; in the case 
of a S.A., all the capital must be subscribed- ‘for 
but need not be more than one-quarter paid up. 
The remaining three-quarters must be called up 
within not more than five years. 


-- 


Taxes on Profits | 


There are two basic taxes on profits, namely: 

(1) Company income tax 

This tax is based on annual profits earned in 
France. All expenses are deducted from: the 
total profits, but no deduction is allowed for the 
tax itself. Losses made during (be five preceding 
years are offset against profits. - 


, 
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- The-normal rate: of :the tax i$ presently 50, per 
cent. Capital gains by companies are also subject . 
to this tax, but it is reduced to. 10 per cent in‘the, A 
case of capital gains when-the company has been J 
in existence for more than five years. The tax on 
such’ capital | gains may, however, be deferred (in 
certain circumstances for an. indefinite period) if ` 
the related sales proceeds are reinvested within 


.& period of three years from the date of sale. 


By virtue of Article 57 of the French Tax Code, 
when a foreign enterprise, by reason of its 
participation in the management or capital.of a 
French enterprise, makes or imposes on the 
latter, in their commercial or financial relations, 
conditions different from those which would be 
made with a third enterprise, any profits which 
should normally have appeared in the balance 
sheet of the French enterprise, but which have 
been, in this manner,.diverted to the foreign 
enterprise, may be incorporated in the taxable 
profits of the French enterprise. 


(2) Withholding tax on income from securities 
In addition to:the company income tax of $o per 
cent, profits are subject to the withholding tax 
on income from securities. This latter tax only 
applies as and when the profits are distributed ` 
to the shareholders of French companies. "The 
rate of the tax is 24 per cent. 

: The rate of.the withholding tax on dividends 
is reduced by. virtue of various double taxation 
agreements which Frarice has concluded. . 

Dividends distributed by a French company to 


_a British company which has owned ‘registered 
Shares representing ‘at least 50 per cent of the 


capital for at least orie year. are only taxed at the 
reduced rate of ro per cent. 

Under the Franco-American Double Taxation 
Agreement, dividends distributed. by a French 
company to a shareholder who is a resident or 
corporation of the United States of America and 


-who does not have a permanent establishment in 


France are only taxed at the rate of 15 per cent. 

' Under the Franco-Swiss and Franco-Dutch 
Double’ Taxation Agreements dividends dis- 
tributed to shareholders resident in Switzerland 
and Holland respectively are not subject to any 
French withholding tax. 

- There is no provision in the Franco-British 
Double Taxation Agreement to the effect that 
the French withholding tax on dividends is 
chargeable on any fixed proportion of the profits 
of the French branch of a British company. In 
consequence, the French branch is subject to the 
withholding tax at the reduced rate of 10 per cent 
on a proportion of the dividends distributed by 
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the British company. This proportion (which i is 


known as the quotité imposable) 1 may, for example, 


d be taken to be the ratio of the turnover of the 

French branch to the total turnover of the 
N company. The amount subject to dividend 
. withholding tax' under the foregoing circum- 
stances may not exceed the amount of the profits 
of the branch subject to French company income 
tax. In the last resort, the fixing of the quotité 
imposable is a matter for EEN with the 
French authorities. 


Turnover Taxes 


The two principal French turnover taxes are 
the taxe à la valeur ajoutée (added value tax) 
commonly. referred to as T.V.A., the effective 


— rate of which is 25 per cent, and the taxe sur les 


` prestations de service (service tax) commonly 
referred to as 'T'.P.S., the effective rate of which 


is 9:289 per cent. The incidence of these two 


taxes is outside the scope of this article}. 


There are a large DEBET of taxes of various 


1See ‘Turnover Taxes in France’, by Kenneth S. Most, 
LL.B., F.C,A., The Accountant, January sth, 1963. 
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degrees of importance which are assessed in 


` relation to the company’s payroll. Most important 


amongst these are the various payments in 
respect of the social security services which may 
amount to as much as 40 per cent to 50 per cent 
of the salary in the case of employees in the 
lower income groups. 


A Word of Warning 


"The proximity of Great Britain to France and 


the fact that a large proportion of British 
business men have at least some familiarity with 
France and the French language tend to cause 
many British companies to underestimate the 
basic differences that exist not only between the 
French and British legal and taxation systems, 
but also as regards business methods and 
customs in the two countries. This difference is 
particularly striking in the case of the termination 
of contracts of employment (especially of com- 
mercial travellers) and the termination of 
commercial agency agreements. 

Difficulties — and sometimes financial losses — 
may be avoided if appropriate professional advice 
is sought atan early stage. 


Counting i in ‘Tens 


Prelude to Next Week’s Publication e the Halsbury Committees Report 
on Decimalization 


by R. ROBERT, A C.I.S. 


ANKIND has no doubt always had to . 


do a little rudimentary counting, but the 
need for counting in large numbers and 


for numerals first arose with the beginnings of 


city life 6,000 years ago. Settled modes of 
existence led to the accumulation of wealth, 
to the exchange of commodities, to merchant 
trade, to organized Governments and the levying 
of taxes. Àn efficient counting system under such 
conditions 1 was essential. 


3,000 Years B. c. 


The ancient Egyptians were among the first to 
tackle the problem with some degree of success. 
Three thousand years B.c. they had developed, in 
addition to their hieroglyphic writing system, a 

method of counting good enough. for most 
practical purposes. The symbol for ‘one’ was a 
single vertical stroke. A man with. outstretched 


arms (as if in astonishment) represented one 
million. The Egyptians had, however, no symbol 
for "o or zero (a much later invention), yet the 
base of their system was ten. 

It has been said that the only logical reason for 
basing any system ‘of counting on ten. is that 
nature has given us ten fingers. ‘This may be true, 
yet it is interesting to note that other civilizations 
have used other bases. The Assyrians, for 
example, used sixty — possibly indicating some 
compromise between the duodecimal and decimal 
systems — for it is the lowest figure divisible by 
both twelve and ten. In America, the ancient 
Mayans decided on twenty as a suitable base for 
their calculations which, as their calendar proves, 
were often of a highly complex nature. ` 

Nevertheless, ten was the base most frequently 
adopted. The Greeks — experts in geometry and 
the first producers of coined money ~ used it. 
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So, too, did the Romans, who built-up one of the 
greatest, empires of ancient times and had an 
enormous amount of counting to do. 'l'heir 
symbol for ten was X: L, C, and M were multiples 
of ten. One sees them groping towards a decimal 
system but - because of the clumsiness of the 
Roman numerals — failing to make any significant 
advance. 


Major Breakthrough 


The major breakthrough was achieved in India 
where, several centuries B.C., the Hindus devised 
a set of numerals ~ the prototypes of those we use 
today. Their counting system, too, was based on 
ten, but it had at that time no numeral nought or 
zero. Some hundreds of years later — the exact 
date is a matter of controversy — a Hindu astrono- 
mer discovered the virtues of the symbol "o 
signifying ‘nothing’. Added to the other oed 
to make a set of ten, it completely transformed 
the difficult art of calculation. 

‘India’, as the mathematician Laplace remarked, 
‘gave us an ingenious method of expressing all 
numbers by means of ten symbols, each symbol 
receiving a value of position as well as an absolute 
value; a profound and important idea which now 
appears so simple that we overlook its truly 
epochal character.’ He went on to express 
astonishment that this great achievement, which 
puts modern arithmetic in the forefront of useful 
inventions, escaped the genius of Archimedes 
and Apollonius, two of the greatest men produced 
by antiquity. 

The Hindu, or ‘Gobar’, numerals were adopted 
by the Arabs whose capital, Baghdad, in the 
eighth century became a leading centre of 
learning. It was the Arabs who wrote the first 
treatize on ‘Indian calculation’, and they who 
introduced the numerals into Spain and Europe 
generally. Exactly when they appeared in Britain 
is not known, but the first English work to discuss 
the subject was The Craft of Nombrynge, dated 
1300. For a long time after that, however, Roman 
numerals continued in use, and not until about 
. 1600 did the Hindu-Arabic numerals begin to 
appear in English accounts. 

- One further point, relative to the ancient and 
medieval worlds, deserves attention. The inven- 
tion of ‘zero’ liberated mankind from that age-old 
but imperfect calculating device - the counting 
frame, or abacus. Once there was a sign to repre- 
sent the empty column of beads, it became just 
as easy to ‘carry over’ on parchment or paper as 
on the abacus. Moreover, the new notation had 
virtually no limits, and enabled even the non- 
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expert to calculate as easily in millions, as in 
thousands, hundreds, or tens. 

To win acceptance for the new Hndi 
numerals was one thing; to make people count 
and think in tens was quite another. ‘The civilized 
West had, over the centuries, created complicated 
systems of weights, measurements and coinage. 
Usually they were as inconvenient as they were 
arbitrary, but long usage had established them 
and they were not to be lightly changed. 

One of the first to advocate an all-embracing: 
decima] system was Simon Stevinus, a Dutch 
warehouse clerk, who was favoured by Prince 
William of Orange and placed in charge of army 
supplies. That was as far back as 1585, but the 
Dutch had more urgent problems on their hands, 


.and Stevinus went unheeded. Later, in Britain, 


men of foresight — James Watt, inventor of the 
steam engine, among them — spoke out in favour 
of decimalizing weights and measures but theirs, 
too, proved to be voices crying in the wilderness. 
Yet the situation was chaotic. 

Even today, few things in Britain are counted 
in tens. Like the Assyrians, we waver between the 
decimal and duodecimal systems; and like them 
still attach a mystic importance to sixty — witness 
the sixty seconds to the minute and sixty minutes 
to the hour. Like the Mayans, too, we have a 
weakness for twenty. Life's normal span is said 
to be three times twenty and ten. There are 
twenty shillings to the £, twenty hundredweights 
to the ton, and twenty cigarettes to the packet. 
Twelve, too, is firmly established, and a great _ 
many more things are sold by the dozen or gross 
than by the hundred or ten. 


Decimals in America 


The first positive move towards decimalization 
was made in 1786 by America, which legally 
adopted the dollar, divided into a hundred cents, 
as the basis of its coinage. France, after the 
Revolution, was the first country in the world to 
introduce decimals in all departments: weights, 
measures, and coinage. The Republicans even 
revised the calendar, with new names for the 
months, and a week of ten days. These calendrical 
innovations were later repealed, but the gramme, 
the metre, and the franc have lasted. 

-© For a time France ploughed a lonely furrow, 
but it was not long before other countries decided 
to decimalize at least their coinage: Czarist 
Russia in 1839, Germany in 1873, Japan in 1871, 
the Scandinavian States in 1875, and so on. 
The point was reached, during the present 
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century, when a majority of nations, including 
many Commonwealth countries, were counting 
their money in units of ten. But Britain has 
continued with its antiquated monetary system — 
which, in point of fact, was founded in Anglo- 
Saxon days. ` , 


Commissions of Inquiry 
Enlightened 1ndividuals, such as Watt, had given 
thought to the matter — indeed, it was he who 
blazed the trail as far as weights and measures 
were concerned. But British. Governments re- 
mained sublimely indifferent to the decimal issue 
until 1852, when the florin, value one-tenth of a 
£, was created. Intended as a symbolic acceptance 
of decimalization zn principle, the new coin, which 
it was thought would oust the half-crown, pleased 
neither the banks nor the public. Whether it will 
find a place in a future decimal currency system 
in Britain remains to be seen. 

Early in the present century a Bill to introduce 
decimals, supported by the great scientist, Lord 
Kelvin, was lost in the Commons on a third 
reading. In 1920, a Royal Commission was 
appointed to consider two concrete proposals, 
one of them sponsored by Lord Leverhulme, in 
favour of a decimal coinage. As this Commission 
could reach no unanimous decision, the Govern- 
ment had an excellent excuse for letting thé 
matter drop. Again, in the late 1940s, a Commis- 
sion considered decimal weights, measurements, 


yand coinage for this country. In a report, pub- 


lished in May 1951, it recommended their 
adoption, but thought the 'change-over' would 
have to be spread over a period of twenty years! 
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Since then littleornothing hashappened—except 
in other countries. India, despite:many. difficulties, 
went over to a decimal coinage in April 1957 ~ the 
Naya Paisa, a new coin, representing 1/10oth of a 
rupee. At the same time, a metric system for 
weights and measures was introduced. South 
Africa, in 1959, established a Decimalization 
Board to control operations after adoption of the 


‘rand, which is equivalent to ros divided into 


IOO cents. 

During the present year Australia has decided 
to adopt a decimal currency. Its basic unit, the 
royal, will be worth: 10s, subdivided into smaller 
units — crowns, shillings and cents. New Zealand's 
Associate Minister of Finance announced only 
last month that his country would change over to 
a decimal coinage,in 1967, and that the New 
Zealand Parliament is shortly to pass the necessary 
legislation. The Minister gave an assurance that 
all reasonable costs or compensation would be 
paid by the Government on most of the office 
machines to be converted or scrapped. 


Jsolated Position 
Britain's position is, therefore, one of almost 
total isolation on the decimal issue. She is the 
only major trading nation which has not deci- 
malized its currency. Even now, after the 
Treasury announcement that the report of Lord 


Halsbury's committee on decimalization is to be 


published next week, we do not know for certain 
thit-the vital decision in favour has been taken. 
Nevertheless, it does appear probable that 
September 23rd will be something of a red-letter 
day. After all, the flowing tide of history cannot 
be resisted forever. 
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AWA' WP MULTURES 

HE Scots have many qualities which, they often 

assure us, we miserable Sassenachs may envy. 
According to a Parliamentary question, however, it 
seems that Scottish farmers also have a tax which does 
not burden those south of the Border. *Multures' as 
it is known, is apparently derived from 'mill dues' and, 
according to The Times Scottish correspondent, there 


are farmers and smallholders who are paying sums 
of as much as £5 each year for which they receive no 
benefit. 

This unhappy and extraordinary state of affairs 
which must cut every farmer, much less a Scot, to the 
quick, dates back to the mill dues which were 
payable by tenant farmers who had to take their corn 
or barley to a particular mill. The mills are nowadays 
usually derelict, and the correspondent refers to one 
which has now been replaced by a car park! 

The precise legal position is not altogether clear but 
a spokesman for the farmers has suggested that the 
matter should be tidied up, possibly by the payment 
of a lump sum to redeem the owners' rights. In the 
meantime, the local branch of the National Farmers' 
Union is collecting some facts about the incidence of 
a tax which, so historians relate, has been a source of 
trouble for at least three hundred years. 
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CAPITAL ALLOWANCES REVIEWED 


I 1945 Financé Act marked a major change in 
‘A. the United Kingdom tax treatment of capital 
expenditure. In particular, the initial allowances 
represented a new departure from the principle of 
relating the allowance to. the estimated actual wear 
and tear in the year. The investment allowance, 
brought in by the 1953 Finance Act, carried, the 
incentive principle still further and, though the 
annual rates as well as the type of asset eligible for 


these allowances has varied from time to time, they ` 


are still with us. The use of such allowances as 
fiscal incentives was extended by the Chancellor in 
his last Budget by the new policy of ‘free depreciation’ 
on assets installed in the development areas. 

The precise results and effects of this technique of 
stimulating investment, and through it achieving a 
more rapid rate of economic growth, have not been 
established. Evidence submitted to the Royal 
Commission on Taxation some years ago was limited 
not least by the fact that the investment allowance had 
not only had a very short life, but also a restricted 
application, = 

The Canadian Tax Journal, in its May and July 
issues, contains a research study by a member of the 
staff of the International Programme in Taxation at 
Harvard entitled ‘Depreciation allowances and 
counter-cyclical policy in the United Kingdom 
1945-60’. After examining the economic background 
to the use of these capital allowances, the author 
concludes that variations. in these allowances appear 
to have had some effect on the course of investment, 
although the strength of that effect cannot be 
measured very clearly. There is clear evidence of a 
time lag between the granting of the allowances and 
their implementation by business. Their use in. 
policy, however, *has been neither consistent in its 
ends nor always well-timed in its implementation'. 
The chief merit seems to lie in their selectivity, and 
the author concludes that ‘if private investment is to 
be controlled by fiscal means, then the allowances are 
probably not too bad an instrument for this purpose’, 

Since it is quite likely that future United Kingdom 
Governments, in their attempts to stabilize the- 
economy, will make wider use of euch fiscal 
techniques, this study merits wider reading. 


TAX HAVENS LIMITED 


HE increased use of the multi-corporation 
structure and ‘the growth of bilateral and 
unilateral tax relief arrangements between nations has 
encouraged the setting up of organizations whose 
raison d’étre is not economic, but purely tax avoidance. 
Readers’ of these notes may recall the references 


to President Kennedy's recent measures against . 


American companies and citizens who have exploited 
the advantages of overseas 'tax havens'. One of the 
most attractive of such havens has been Switzerland, 
although. factors other than lower tax rates have 
encouraged this- development. The Swiss Govern- 
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ment, however, is not unnaturally concerned that 
other countries, with which they have agreements 
within the international network of double taxation ~ 
agreements, might follow American policy. It has 
therefore recently taken measures to restrict the 
possibilities of mis-using the facilities afforded by the 
creation of Swiss holding companies to hold the 
capital of operating companies elsewhere’ and 
accumulate the profits. i 

For the specialist in overseas taxation wishing to 
acquaint-himself with the latest- Swiss and American 
measures, two recent publications from the Inter- 
national Bureau of Fiscal Documentation offer a" 
wealth of information. They are Swiss Measures 
against Abuse of Tax Conventions and United States 
Taxation of Foreign Investment. 'The complex and: 
intricate legal background to the introduction of new 
legislation, as well as the details thereof, is admirably 
expounded for both countries. 


TVA IN SIGHT? 


EADERS of The Accountant will doubtless 
recall the report on the findings of the Neumark 
Committee on tax harmonization in the European 
Economic Community and the importance it attached 
to a unification of indirect taxes, In particular, .the 
need for a common turnover tax was stressed by the 
committee. The fortnightly review European Taxation 
for July 13th notes briefly that the draft of. a Bill 
which would change West Germany’s present turn- 
over tax to an added value tax, has been submitted 
to representatives of German industry and labour. 
The bi-monthly bulletin from the same source, i.e. 
the International Bureau of Fiscal Documentation, 
contains the translation of an article in Ekonomen, a 
Dutch journal, which stresses the inevitability of- 
fiscal harmonization in the E.E.C. The article states 
that not only will all the E.E.C. member. countries 
adopt the TVA type turnover tax, but that the rates 
will be ‘high’. This, it is argued, will facilitate the re- 
duction of taxes on incomes and profits so as to ensure 
that all taxes are neutral from the competitive angle. 
It also points out that in the longer run such a policy 
is essential for the European Free Trade Association. 
EFTA, argues the author, needs to harmonize 
its taxes for two reasons. First, a study of the merits 
of tax harmonization by the EFTA countries 
would arrive at the same conclusions as those reached 
by the Neumark Committee. Secondly, if in the 
longer run some association with the E.E.C. is 
visualized, then a common tax structure would 
facilitate that link. The article states that it would be 
‘outright dangerous’ to delay tax reforms in EFTA 
even if entry to membership of E.E.C. is delayed. 
The Richardson Committee will doubtless: be 
apprised of these views and the fact that Denmark’s 
recent tax reform is an attempt to adapt its tax 
structure to the E.E.C. pattern. These are certainly 
important reasons for such a change, regardless of the 
undoubted disadvantages that such a change could 
produce in the United Kingdom. 
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Must reme 


In your position you need to be fully informed 
about all that is new in the business equipment 
world. The B.E.E. is designed to do just that. 
Here under one roof are all the latest methods, 
machines, equipment and ideas. They will save 
you time and trouble—and that means money. 
Make a note in your diary now. A visit to the 
Business Efficiency Exhibition, Olympia is a 
‘must’ for everyone in business. 


GRAND HALL, OLYMPIA 1st-9th October 10.30am - 7pm (Saturday 10.80am-4pm) ADMISSION 2/6 


—wmem The Business Efficiency Exhibition is organised by the Business Equipment Trade Association mee— 
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... TIME YOU HAD A LOOK AT UNIVAC 





If you have.been toying with the idea of installing a computer take a long, careful look at the 


UNIVAC SS-80. 


If you act quickly you can close a deal which will show your company an immediate saving of 


close on £30;000,* But that's just the beginning . . . a study of the long-term benefits of this superb 
installation will convince you that this is an investment which will bring in fat dividends for years 


to come. 


, “au sf 
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Customers will not wait while an obsolete system slowly churns out urgent documents. . . .' 
Customers will not wait for you to get up-to-date sales statistics. Formulate aggressive management 
policies based on the facts that only electronic data processing provides. 


Why UNIVAC SS-80? This com- 
puter, smaller brother of the large 
powerful machines now being installed 
for Government and private users, has 
proved the ideal system for. commercial 
and industrial use in Britain and 
throughout the world. Conceived pri- 
marily as a business machine, it pro- 
vides a remarkably compact, high- 
speed and complete data processing 
system which will handle all the clerical 
and accounting routines of any but the 
largest organizations. 

With UNIVAC SS-80, you get a lot 
more than a computer. You get estab- 
lished experience and know-how. 
UNIVAC SS-80 is well tried, 
thoroughly tested. All the. pioneering 
ground-work has been done already, 
and there is a large body of previous 
knowledge at your disposal. 
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UNIVAC COMPUTER DIVISION, Remíngton Rand Ltd 


(Dept. A.C.2) 65 Holborn Viaduct, London ECI. Telephone: CENtral 1010 
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J Weekly Notes 


SUMMER COURSE AT CAMBRIDGE 


BOUT two hundred members of The Institute 
of Chartered Accountants in England and Wales 
assembled at Emmanuel College, Cambridge, this 


week, for this year's second summer course whichends . 


tomorrow. Members were divided for discussion 
purposes into nine groups and the President of the 
Institute, Mr Robert P. Winter, C.B.E, M.C., T.D., 
D.L., F.C.A., presided throughout the course, ` 

The course was opened on Thursday morning by 
the President and his welcoming address was followed 


by the first paper on ‘Increased productivity — the 
: role of finance (financial reporting, business controls, 


the elimination of paper work, and mechanization)’, 
by Mr S. R. Harding, F.c.a., deputy controller, 
Royal Dutch/Shell Group. The second paper 
‘Financing an accountant’s practice’, by Mr Neil 
McLaren, F.C.A., partner in the firm of Chalmers, 
Wade, Impey, Cudworth & Co, Chartered Account- 
ants, of London, was presented on Friday morning, 
and the third and final paper, “The group accountant’, 
by Mr J. W. G. Frith, B.A., F.c.a., chief accountant, 
C. & J. Clark Ltd, is to be given this morning. . 
Questions raised during the discussions following 
each paper were put to the various speakers at a 
separate meeting held each day. As in previous years, 
the afternoons were. left free for members to use as 


they wished for private study, mutual discussion or . 


recreation, and among the arrangements made for 


` “these free sessions were a conducted tour of Cambridge, 


a visit to Spicers’ stationery factory at Sawston and a 
golf competition over the course of the Gog-Magog 
Golf Club. 


COST ACCOUNTANTS’ SUMMER SCHOOL 


HE fourteenth residential summer school of The 
Institute of Cost and Works Accountants will 
open at St Catharine’s College, Cambridge, next 
Monday and will continue until Saturday morning. 


The first of four papers to be presented during. 


the week will be given on Monday evening by Mr 
S. M. Kersley, a.c.w.a., of Gerard Brothers Ltd, on 
‘Interfirm comparisons ~ some productivity aspects’. 
The other three papers will be presented by Mr R. V. 
Denby, F.c.w.A., of British Bakeries Ltd, on 
‘Productive costing’; Mr R. G. H. Nelson, F.C.A., 
F.C.W.A., of the Plessey Co Ltd, on ‘The economic 
background to business decisions’; and Dr Denis 
Chapman, B.SC.(ECON.), PH.D., of the Department of 
Social Science, University of Liverpool, on “Com- 
munications’. Each paper will be introduced at a 
half-hour session during which the author may choose 
to bring out salient points of his thesis or suggest 
topics for thought and discussion. 
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- The papers will then be discussed by, members in’ 
groups and the group reports will be submitted to the 
author who will then deal with the major points 
raised. This procedure will not be followed for Dr 
Chapman’s address which will be followed by general 
discussion. 

On Tuesday afternoon members will have an 
opportunity to visit the mathematical laboratory, and 
a tour of the Colleges has been arranged for Thursday 
afternoon. A report of the proceedings of the school 
will appear in next week’s issue. 


STOCK TRANSFER PROCEDURE 


! l 'HE London Stock Exchange has now issued a 
brief memorandum on the technical alterations to 
rules and procedures which will come into effect 


.. under the Stock Transfer Act, 1963, which was dealt 


with in a leading article on August roth. Full details 
of the new arrangements are available in a guide to 
the new system issued by the Committee on the 
Transfer of Securities. The changes are subject to 
confirmation on September 3oth, and the new 
transfer system comes into operation on October 28th. 

The memorandum issued this week deals with a 
number of general matters including ways of 
identifying securities in the daily Official List and the 
Monthly Supplement not affected by the new ' 
procedure, carry over arrangements for the Account 
which will be running when the changes are due to 
come into force, and a request to clear any backlog 
of transfers under the present system which remain 


‘to be presented for registration. 


Other matters concern changes in the new ticket 
procedure and forms of transfer. Attention is drawn 
particularly to the need to reproduce information in 
the correct position on the brokers transfer form 
and to abandon the use of flimsy forms which are 
easily mutilated and difficult to work from. Members 
of the Stock Exchange are reminded of the advantages 
of obtaining pre-stamped brokers transfer forms 
from the Inland Revenue office. Information is also 
given about the new forms of instructions and 
advice to be used in connection with the certification 
of stock transfer forms. Other matters dealt with 
are revised delivery times, arrangements for trans- 
actions done through more than one stock exchange, 
completion of forms of transfer and the registration 
of transfers. 


ACADEMIC STAFF 


HE National.Incomes Commission started to 
take public evidence this week in its inquiry into 
the pay of teaching staff in universities and colleges 
of advanced technology. The Minister of Education 
has already submitted a memorandum pointing out 
that colleges of advanced technology had 1,761 
full-time teachers at the start of the academic year 
1962-63 and that they will need 2,200 by 1966-67 
and at least 2,667 by 1970. 
The Committee of Vice-Chancellors and Principals 
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of the universities of the United Kingdom has said 
in written evidence that unless the universities are 
able to attract a higher proportion of able graduates 
the Government's policy of expanding university 
education will fail. It goes on to say that more 
attractive salaries for university teachers is not by 
itself enough but that. unless they: are provided 
recruitment will be frustrated. 

The Association of University Teachers suggests 
scale of salaries on the principle of a fair comparison 
between the salaries of university teachers and those 
engaged in comparable work outside universities. The 
Committee of Vice-Chancellors and Principals says 
that the recent revisions to academic salaries have 
made the position of senior academic staff, particularly 
professors, relatively worse and considers that the 
compression of the range ‘of academic salaries is 
prejudicial to the universities. | 

It has, of course, been a cardinal point of policy 
with the larger school teachers' organization to press 
for higher salaries for those in junior positions, a policy 
which has been resisted by the organization repre- 
senting senior teachers and also by the Government. 
It would not be surprising if a similar pattern of 
argument developed over academic salaries. 


E.F.T.A. FREE TRADE BY 1966 

"THIS month the Ministerial Council of the 
XL European Free Trade Association meets in 
Stockholm. Already the dismantling of tariffs among 
' the seven-member countries is taking place more 
rapidly than was laid down as the minimum time-table 
by the Stockholm ‘Convention. It was envisaged at 
the time (this was in May 1960) that all restrictions 
would be removed by January ist, 1970. A final 
time-table was established in May 1963, which would 
complete the process of dismantling tariffs ‘on 
industrial products by January 1st, 1967. 

Quota restrictions of imports of industrial goods 
are also being removed. The final date for their 
withdrawal was brought forward to January rst, 
1967, at the May meeting in Lisbon. Four of the 
member countries, however ~ Norway, Sweden, 
Switzerland and the United Kingdom — have now 
virtually dismantled their quantitative restrictions 
on imports of industrial products. 

Exports from the U.K. to E.F.T.A. countries have 
noticeably increased over the last few years. They 
went up from an average monthly figure of £30 
million in the first quarter of 1959 to £45 million a 
month for the second quarter of 1963, an increase of 
50 per cent. There is a presumption that the process 
of liberalization.of trade among E.F.T.A. countries 
has helped this expansion but assessing exactly how 
much of it is due to E.F.T,.A. itself, as opposed to 
general economic factors which. would have operated 
without E;F.T.A.,.remains.a fairly complicated 
statistical exercise. It will be some time before it ‘can 
becarriedout. , " oaeiio oy. eae nan po 807 
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LTA RENTAL CONTRACTS 


ENTAL figures have now been produced by., 
the Independent Television Authority showing 


estimates of what will be payable by companies 


producing television programmes on cammercial 
television under the new contract system. It appears 
that the producing companies will face a 76 per cent 
increase in their disbursements to the LIA and to 
the Government, an increase of at least {9-5 million. 
The big increases will be in the London area, in the 
Midlands and in the North. Rentals are to be cut in 
North-east Scotland, the Borders and the Channel 
Islands. 

The total sum to be found by the companies is 
estimated at £23 million, of which £15 million will 
go to the Government under the new sliding scale 
levy and £8 million will to go the LTA In the past 
the total sum has been about 13:5 million per annum 
of which the Government has taken about 78 million 
and the LIA about £5-5 million. LIA says that 
it requires an additional {2-5 million to meet its 
own costs, notably in connection with the building 
and running of the ultra-high frequency network. — . 

The {£15 million is an estimate of what will be 
payable under the new Television Act which fixes the 
annual levy on programme companies according to a 
sliding scale which begins at nil for the first {1-5 
million of advertising revenue, 25 per cent on the 
next £6 million and 45 per cent of the amount by 
which receipts exceed the aggregate of {7-5 million. 
The terms of the levy have, of course, been a source 
of bitter controversy. It has been said on the one 
side that it will foster the smaller programme 
company but on the other that it will be a penal tax 
on enterprise for companies above a certain size. 


DIRECTORS’ LANGUAGES CENTRE 


A LANGUAGE laboratory for company directors 
will be set up by the Institute of Directors ‘in 
London on November 4th. To be known as the 
Institute of Directors’ Languages Centre, it will use 
up-to-date electronic equipment to teach business men 
colloquial French, German, Italian and Spanish. 
Later, Russian and Portuguese courses will be 
available if there is sufficient demand. 

Announcing the establishment of the new centte, 
Sir Richard Powell, director-general of the Institute, 
stated that if business men were to ‘make the most 
of themselves’ they must drop some of their old- 
fashioned ideas about foreign languages. ‘It’s not 
good enough for a business man to “rub along" in 
schoolboy French’, he added, ‘and it's neither good 
business nor especially courteous to assume that 
English is the master language throughout the world,’ 

Sir Richard takes the view that for directors who 
want to speak foreign languages colloquially and with 
the right accent, but who do not want to -etrace the 
dreary grammatical paths.they followed at school, 
then the language laboratory is the answer. BE 

The courses at the centre, which will be situated 
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- at 62 Brompton Road, London SW3, will vary in 


7 


length from six weeks to five days, ranging in price 
“from one un guineas to twenty guineas., 


REPORT OF THE PUBLIC TRUSTEE 


N the fifty-fifth annual report of the Office of the 

Public Trustee for the twelve months ended 
March 31st, 1963, a deficit is disclosed of £6,014 
compared with an adjusted deficit of £22,832 for 
the previous year. Expenses amounted to £725,462, 
an increase of 40,793 over the preceding jen 
Receipts rose by £57,611 to £719,448. 

New cases of : a tótal value of £7,963,981 were 
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accepted, being “forty-one. more in number and 


£855,540 more in value than those accepted during 
the previous year. The average value of new cases 
rose from {15,420 to £15,865, the average acceptance. 


fee remaining unchanged at £88. The percentage of 
cases under £5,000 was 55 per cent compared with 


51°5 per cent. The number of cases completely distri- | 
buted during the year was 747-compared with 882 in 
1961-62, with an average value of £12,995 against 


£13,232. The total value of estates entirely or par- 
tially distributed was /12,129,275 compared with 


£15,289,514 the year before. The total value of trusts 
under administration at the year-end is estimated to 


be £223 million. 





This is My Life... 
by An Industrious Accountant | 


CHAPTER 190 


N my younger days as an articled clerk I occasion- 

Bally designed flamboyant crests for accountancy 
organizations as an exercise in ingenuity; Numerous 
changes can be rung on watchdogs, bloodhounds, and 
'seeing-eye' dogs for the blind; quills, rudders, 
lamps, or crystal balls for financial forecasts are 
obvious choices; laurel wreaths for valour and 
integrity proliferate. Empty quadrants, puzzling to 
the uninitiated, typify hidden assets or secret 
reserves; a rather- involved arboreal effort illustrates 
(or is intended to) a mushrooming family business 
growing into a vertically-integrated holding company 
with foreign subsidiaries. The list of possible 
symbols is enormous. 

Nowadays it occurs to me that I missed out the 
accountant’s most important analogy. He's really 
rather like an iceberg. Not because he's cold and hard 
and unfeeling — perish the. thought — but simply 
because seven-eighths of his value is below the surface. 
Outsiders only see and appreciate the remaining 
small fraction of our work and worth. 

Take yesterday, for instance.. I had scarcely 
arrived in my office at 9 a.m. when Prinny, our 
personnel director, summoned me on the telephone. 
He wanted to discuss the departmental managers' 
commission agreements and the basis of their 


` earnings. Up I went to see him, with a couple of 


files tucked under my arm. It was 10.30 before 
I emerged. We have several different scales of 
remuneration, so developing a neu scheme- had 


` proved time-consuming. 


. Some urgent figures for his report on our new idea: 


=. vs 
t 


The sales manager was waiting for me in the 
corridor. He was in a fever of impatience to get 


of cutting out credit sales in the departments, and 


.. he was nearly tearing his hair because our punched- 
: card Section hadn't the summaries , immediately 


available. He wanted a special job done, subdividing 


total credit transactions over customers in all the 


different local and oütlying districts. My section 


head, busy with the quarterly report for July- 
September, had bidden him wait another ten days 
for figures and dignity had been ruffled. All that 
took some settling. 

Then, there was an urgent message that the 
managing director wanted me, but quick, so I went ` 


. there next. He had a real snorter for me; there was 


fire in his eye. He'd received an additional assessment 
for benefits in kind and he didn't like it. Couldn't T 
see the tax inspector and have it appealed or struck 
out or something? Yes; yes, he knew he couldn't ` 
claim for travelling between home and business, but : 


It wasn't really home. He'd called: in at our new, 
“subsidiary factory on his way each morning, so you 


see, looking at it objectively, so to speak . . . so on. 
I hate trying to explain tax to laymen; it’s always an 


even chance who gets confused first. 


I had barely time to grab a sandwich and cup of 


‘tea for lunch, before rushing to see my bank manager. - 


He's very. charming, but he felt.it incumbent, he said, 
to explain that personal bank. overdrafts must not 
be misinterpreted as being long-term loans; accord- . 
ingly his directors had indicated that perhaps an ` 
immediate reduction . . . I made the old but 
appropriate answer about wanting the umbrella back 
when it starts raining, and cancelled the new TV 
set on my way back to the office.. 

. There, our financial accountant was lying in wait 
to explain that. owing to an oversight, all Tuesday’s 
cheques had unfortunately been sent out in duplicate 
on Wednesday. I couldn't wait long to discuss it, 
as the chairman wanted me to attend at his special 
meeting with our auditors to set.up a family trust 
fund on ‘his retirement. That was another long 
session. 

At 6: 30 my wife phoned to ask vids had I 
been all day, for I certainly hadn't been in the office; 
gadding about and junketing, with nothing to do, 


she supposed. Icebergs, indeed! It's little we have to . 
“show. for our day’s work as often as not. (Wait till 


I tell her there won't be a new TV after all !) 
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ritish Relay Wireless 


HIS week’s reprint is from the accounts of 

British Relay Wireless and Television Ltd. The 
mpany with its multi-millions is in business from 
e simple sale or rental of a home receiver for direct 
wired reception to installations for hotels, schools, 
ispitals and factories, as well as closed circuit 
levision systems to serve industry and commerce. 
The report gives, in pictures, recent examples of 
; hotel work. The Albany Hotel, Birmingham, has 
‘en provided with a self-contained relay station 
hich receives and re-transmits television and radio 
the relay network installed throughout the hotel 
ring its construction. The system, looking ahead, 
ovides for additional programmes, 625 lines and 
lour. Radio programmes, including Radio Luxem- 
irg and other continental broadcasts, are brought. 
‘land line from British Relay's receiving station on 
e east coast. 
At the London Hilton Hotel, British Relay has 
stalled one of the most comprehensive systems in 
e world, providing six television, five radio and 
usic programmes and an emergency paging channel. 
ith ‘background music from three different sources’, 
e children’s rhyme about ‘having music wherever 
e goes’ has indeed become reality. 


:counting Changes 

itish Relay accounts this year include some inter- 
ting accounting changes. Note 1 draws attention to 
change as from May ist, 1962, the opening account- 
g date, in the basis on which profit from hire- 
irchase transactions has been brought in. Trading 
ofits arising from the retail branches included in 
e accounts of the preceding year, it is stated, are 
:3,343 less in the current year than they would 
ve been on the old basis. On the other hand, the 
ange has resulted in £58,256 being released from 
e provisions at April 30th, 1962. Certain other 
justments and charges relating to previous years, 
talling £29,274, reduce the credit in the appropria- 
»n account to £29,382. 

Another important change is in the rate of depre- 
ition. Note 2 states that the rate on certain assets 
s been changed as from May ist, 1962, with the 
sult that depreciation in the present accounts is 
203,930 less than it would have been on the old 
sis. Depreciation provided on these assets up to. 
ril 3oth, 1962, has. been recalculated on the new 
sis, resulting in a surplus of £966,451 and, in view 
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f purchase tax EEN from: January: 1st, 1963, 
his surplus, with £123,451 from the special allocation 
or-contingencies, has been applied against assets 
hich have borne purchase tax at higher rates. 


These changes are dealt with more fully by Sir 
Robert Renwick, the chairman, in his annual state- 
ment. The change in accounting for hire-purchase 
business has been made, he says, so that the volume 
of retail trade achieved during the year is more closely 
reflected in the figure of profit brought into the 
accounts. Referring to the balance sheet item 'Pro- 
portion carried forward of selling expenses relating 
to subscribers! contracts', he explains that these are 
the selling expenses on new retail- business obtained 
on the new branches which the company began to 
establish during the year, and of which there will be 
increased number i in the current year. 

“These expenses’, he says, “will be written off over a 
period which is conservative in relation to the average 
life of subscribers’ contracts and this spreading for- 
ward, Sir Robert points out, will relieve the new 
branches, in their infancy, of the heavy burden of 
costs which must precede the build-up of a sub- 
scriber pay load. The changes do not materially affect 
trading profit for the year under review’. 

On the purchase tax adjustment, he recalls the ` 
reduction in the rate from 45 per cent to 25 per cent 
from January ist last, and states that calculation at 
April 3oth of the excess purchase tax content in the 
net book value of those sets which have borne 
higher rates of tax, puts the figure at £1,089,902. 
Television sets and viewing units have therefore been 
written down accordingly in the manner already noted. 


^. ld 


loser View 


These changes, says Sir Robert, will assist the com- 
pany to meet the new conditions which will come ` 
next April in television broadcasting. Anticipated 
changes in broadcasting, he says, have not yet greatly 
influenced the public nor stimulated demand, al- 
though the public is conscious, in its approach to both 
renting and buying, of the need to have a set capable 
of receiving the new transmissions. 

This poses problems forall rental companies in 

dealing with the sets, now on hire, which cannot be 
converted to operate on the new standards, and to- 
gether with the reduction in January of purchase 
tax on new receivers, must necessarily affect the 
earning life and the rate of earning of those sets. 
The overall effect depends very largely upon the 
tent to which the sets are written down, he. says, 
d it is ‘most satisfactory’ that it has been possible 
o make the appropriate adjustment in net book value 
to compensate for the tax reduction without Hang to 
call on revenue reserves. 

The Schedule of Fixed Assets which is- separate 
from the accounts has been included in the m 
to give that closer view intended. —— Dees 
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OF ACCOUNTANIS 


International Co-operation Demonstrated at Edinburgh 


i e co-operative spirit, so essential for understanding between the accountancy bodies in Europe, was 
much in evidence in Edinburgh last week during the successful European Congress of Accountants organized 
by The Institute of Chartered Accountants of Scotland, the host body. The four business sessions covered 
subjects of particular importance to all European accountants and the social arrangements provided a splendid 
opportunity for personal friendships to be made. In last week's issue we reported the speeches at the opening 
session on Tuesday, and referred to the social functions held on that day and on the previous Monday evening. 
We now conclude our report with an account of the proceedings on the other days of the Congress. 


ACCOUNTING PRINCIPLES 


Although there is some difference of opinion between 
accountants on the nature of accounting principles, 
there seems to be general agreement that the bases of 
valuation of assets and liabilities should be stated in 
accounts prepared for both external and internal 
purposes. The disclosure should be made in the accounts 
or in the company chairman's or auditor's report. 
'This point was made by several speakers at the first 
business session on ‘Accounting Principles’ on Wednes- 
day morning. 'T'he chairman of the session was Mr G. C. 
Patterson (Great Britain and Ireland). 'T'he Rapporteur, 
Dr Johann Schick (Austria) reviewed the papers 
submitted by accountants of six countries dealing 


with the preparation of financial statements and the 


effects of legal prescriptions and the principles and 
practices which have been generally adopted. Mr 
Colleye (Belgium) emphasized the principles of clarity, 
accuracy, conservatism, topicality and consistency, and 
drew attention to the standard chart of accounts pub- 
lished by the College National des Experts Comptables 
de Belgique in 1961. Messrs Grévoul and Birman 
(France) and Mr Jennings (Great Britain and Ireland) 
dealt with the problems of valuing fixed assets and 
stocks of finished goods and work in progress. 


Unity of Concept 


Dr Laterveer (The Netherlands) pointed out that 
without any strict legal rules concerning valuation and 
other accounting questions, a considerable unity of 
concept has been achieved on these matters. In 
particular, the use of replacement value as opposed to 
historical cost appears to accord with the thinking of 
economists and business managers. 

Mr Markussen (Norway) brought out some of the 
special features of management accounting, drawing 
attention to the importance of the 'limiting factor' in 
arriving at valuations. 

Dr Schneider (Germany) described the influence 
of both the commercial and tax laws on the form of 
published accounts and emphasized the important role 
played by the principle of caution. Accounts for 
management purposes serve entirely different purposes, 
attention being particularly focused on the cash 


position, the overall financial position and interim profit 


es. 

All speakers described the provisions of national 
legislation affecting the form and content of published 
accounts and devoted special attention to the valuation 
of long-term contracts for balance sheet purposes. 


Flexibility Required 

During the discussion, which was led by Mr Veyrenc 
(France), the authors of papers were joined by a panel 
consisting of Mr Hoessli (Switzerland), Dr Schubert 
(Germany) and Mr Steele (Great Britain and Ireland). 
The first question was posed by Dr Laterveer who 
asked Mr Colleye to clarifiy his statement on the extent 
to which post-closing events may influence valuations. 
Mr Colleye pointed out that although accounting 
principles appear to call for presentation of the situation 
at a particular date, they must be applied in a flexible 
manner. 

Mr Steele asked whether the content of accounts 
should be influenced by fiscal legislation and suggested 
that it was necessary for accountants to see that tax 
was levied on the same profit figure as calculated for 
business purposes. Mr Markussen questioned a state- 
ment made by Mr Jennings which, he said, could be 
interpreted to mean that oncost could be charged on the 
basis of actual production and not normal production. 
Mr Jennings, while agreeing that idle facilities should 
never be charged as oncost, pointed out the difficulty 
of determining what constituted ‘normal’ production. 

On the subject of long-term contracts, Mr Steele 
enumerated the rules which would be accepted in 
England and Wales, and, he hoped, in Scotland too, for 
their accounting treatment. The valuation of stock 
and work in progress should proceed by including 
cost and oncost, reducing. these to take account of 
risks. Profit should not be anticipated unless it was 
reasonably certain that a profit would be earned, and 
only that part attributable to the period should be 
included. Dr Laterveer remarked that it was difficult 
to say that a profit would be earned before the contract 
was completed. 

Dr Schneider felt that there was little prospect of 
changing the accounting habits of European nations 
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by discussion, but a number of things could be done. 
A list of the different methods could be drawn up, to 
afford a better possibility of judging them. The danger 
of those to whom accounts were addressed mis-reading 
them because of valuation problems could be dimin- 
ished by disclosure of the bases adopted. 'T'his was an 
area in which auditors could influence firms, particularly 
international ones. Mr  Hoessli agreed with this 
proposal, and Mr Steele supported the suggestion that 
the accountancy bodies could prepare lists of appro- 
priate valuation principles and exchange them. 


Independent Standpoint 


Mr Lanzel (France) drew attention to the fact that 
there was no one point of view to be considered - that 
of management — or even two, if we included share- 
holders, but many. 'T'he accountant stood at a cross- 
road, receiving information from some, transmitting 
it to others. He was an interpreter of different social 
needs and could only eradicate the contradictions 
inherent in this by taking a fully independent stand- 
point. 

Questions were received from Messrs Spalding and 
Tanfield (Great Britain and Ireland), Dr Forster 


ELECTRONICS AND 
OF THE 


Is the arrival of automatic data processing a matter 
affecting every accountant, in practice or in industry? 
Or does it affect only a minority of the profession, 
producing a need for specialization rather than a 
modification of basic training? This was the main 
problem debated.at the second session of the congress on 
Wednesday afternoon. Mr J. Trial (France) presided, the 
deputy-chairmen being Mr F. Hafner (Austria) and 
Mr O. Ryste (Norway). Two speakers proposed the 
formation of an international committee of accountants 
to study what was required and what could be done at 
the present time. 

In his review of the six papers, the Rapporteur, Mr 
J. T. H. Macnair (Scotland), found it impossible to 
cover all the important points discussed, and, therefore, 
drew attention to two themes; first, the impact of 
electronic data processing (E.D.P.) on auditing tech- 
niques, and secondly, the suitability of the accountant's 
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(Germany), and Messrs Lecompte and Savoye (France). 
Mr Spalding wanted to know whether Mr Jennings 
favoured immediate write-off of research expenditure, 
and Mr Jennings replied that this applied only to 
revenue expenditure. Dr Forster asked whether there 
should be full disclosure of pension obligations with 
the charge shown in the year of employment instead 
of the year of payment. Professor Forchino (Italy) 
described Italian legislation on this and Mr Hoessli 
said that legally obligatory pensions should always be 
included as provisions. 

'It is disturbing to find all the authors putting 
forward the assumption that the only accounting 
period is one year’, said Mr Tanfield. Some industries 
were wholly unsuited to annual accounting. 

Mr Savoye put in a plea for a study of methods of 
depreciation which, he thought, produced too divergent 
results. Identical businesses could be profitable in one 
country and not in another, solely due to the method of 
depreciation adopted. Depreciation was a difference 
between two moments in time, not a percentage of 
value. Its accuracy depended on the way in which 
balance sheet items were valued. Finally, Dr Forster 
asked for more information on long-term leasing con- 
tracts to be given in published accounts. 
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present training for E.D.P. work, both as auditor and 
as specialist in that field. 


Auditor’s Main Duties Unchanged 


There seemed to be general agreement that the auditor’s 
main duties remained unchanged by the advent of 
E.D.P. but the emphasis might change. The paper 
submitted by Mr Moser (Switzerland) suggested that 
the auditor of an E.D.P. system would be mainly 
concerned with assessing internal control. However, 
Mr Rasmussen (Denmark) and Mr Van Belkum (The 
Netherlands) drew attention to complications affecting 
the so-called ‘own action’ of the auditor, and the im- 
portance to him of an ‘audit trail’ to follow. In most, if 
not all, present E.D.P. systems it was still possible to 
audit round the computer; to go straight from input 
data to output documents and ignore the intermediate 


workings. But in more complex systems it might not. 
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be feasible to do this although Mr Moser thought that 
special print-outs for ‘audit trail’ could usually be 
incorporated in day-to-day processing. 

Mr Rasmussen suggested that the auditor should pay 
frequent unannounced visits to the E.D.P. centre to 
check the computer log and records of the tape and 
programme libraries, and perhaps obtain a special 
print-out of the programme loaded at the time of his 
visit. 


Training for E.D.P. 


Both Mr Moser and Mr Rasmussen saw the need for a 
certain minimum educational requirement and some 
knowledge of the principles of programming and the 
logic of a block diagram, but the paper submitted by 
Messrs Braudo, Houlez and Laboissiére (France) went 
further, and said that the future of the profession 
‘depends on its ability to attach itself to the progress of 
cybernetics’. Mr de Paula (Great Britain and Ireland) 
saw the necessity for accountants to make a special 
effort to become leaders in the field of E.D.P.; it would 
not come to them automatically. 

In spite of these opinions, the papers did not contain 
much information about plans to provide suitable 
training. The Nederlands Institut Van Accountants 
had gone furthest, by jointly sponsoring the establish- 
ment of the Netherlands Automatic Information 
Research Centre as early as June 1958. In no case was it 
suggested that training in E.D.P. should form part of 
the basic training obtained before qualifying. One 
reason for this, perhaps, was the view that only a 
limited number of accountants would be interested in 
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Expansion - How Fast? 


Introducing the discussion, the leader, Professor R. W. 
Starreveld, posed two questions to the panel, which 
included Professor Dr A. Forchino (Italy) and Mr A. 
Defat (Belgium). Had E.D.P. reached a stage which 
merited accountants giving it a considerable part of 
their attention? And, if it had, how should this be done? 


Mr Braudo accepted the figures given by Mr de 
Paula, that the impact of E.D.P. had been felt by not 
more than 5 per cent of British accountants, and that 
only 1 per cent of them had had any direct experience 
of it. But it was necessary to view the future in the light 
of the report of the Netherlands Research Centre, 
which foresaw an increase in the number of installations 
from 985 at the end of 1961 to 9,500 by 1970, and of the 
number of specialists from 20,000 in 1961 to 260,000 in 
1970. If this was the case, then current figures did not 
answer the question. 


Accountants were affected by computers in many 
ways. First, as auditors; at the moment only large firms 
had computers, but their use on a service basis was 
growing rapidly. No accountant could be sure that he 
would be spared their impact in the coming months. 
Secondly, as providers of accounting services; com- 
puters were another means of performing these services. 
Thirdly, as accountants in industry, where the scarcity 
of qualified personnel frequently led to E.D.P. 
Fourthly, again as auditors, in the performance of their 
duties - a computer audit programme already exists. 
Fifthly, it was the case in France that the accountant 
and auditor was also an economic adviser; managers 
turned to him to ask what a computer could do to help 
him to produce better or more rapid information. Sixthly 
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the accountant knew the organizational structure of 
the firm better than anyone else; he was primarily 
concerned when a computer was introduced. He must, 
therefore, intervene before programmes were written 
in order to help adapt the organization to correspond 
with the computer's capabilities. 


International Committee Proposed 


*You do not have to be a prophet to foresee computer 
developments even in medium-sized firms', said 
Professor Forchino. As the oldest member of the group 
he advised them to look to the future. All schools and 
educational courses should be introducing computer 
studies. 'The accountancy profession should set up an 
international committee to study the measures necessary 
to simplify E.D.P. for accountancy students and to lay 
down rules which would harmonize the approach to 
the subject throughout Europe. 


Auditors and Programming 


The question period was opened by Mr Frielink (The 
Netherlands) who asked what an auditor should do if 
he had any doubts about a programme. Was it only 
necessary to re-process in such cases, or must he check 
whether he had any doubts or not? Was test-running 
to check programmes better than another way? 

Mr de Paula thought that if an auditor was going to 
«heck programmes he, or one of his staff, should be 
trained. Re-processing data was a measure of despera- 
tion. Mr Van Belkum did not regard reading a pro- 
gramme and looking at its steps as the best way of 
checking it; test cases designed to test all internal 
„controls should be used. 

Mr Imrie (Great Britain and Ireland) described the 
measures taken by The Institute of Chartered Account- 
.ants of Scotland to provide instructions in E.D.P. for 
members. The work of the Netherlands Automatic 
Information Research Centre was of great interest and 
they would like to know what other Institutes were 
.doing in this field and their future plans. Mr Braudo 
mentioned the work of the Ordre National des Experts 
‘Comptables et des Comptables Agréés in France, which 
had run courses and conferences and was planning a 
certificate of specialization in E.D.P. He supported 
the proposal to set up an international committee 
to circulate ideas and experience in this field. Mr 
Frielink gave some additional information about the 
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Congress members at The City Library bookstand in 
the foyer of the Usher Hall. A wide selection of British 
accountancy books was on display throughout the week. 


Netherlands Centre, which ran courses to re-educate 
accountants. This was necessary because the proportion 
of Dutch accountants affected by E.D.P. was higher - 
over 20 per cent. 


Impact on People 
Mr Ferreira (Portugal) asked what was the effect on 
people of the introduction of E.D.P., and how did 
it modify the management structure of the firm. Mr 
Braudo felt that it was necessary to develop men at a 
faster rate than we developed machines if man was to 
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be the beneficiary of E.D.P. Automation had not yet 
produced grave social problems in Europe because of 
full employment. French policy was to train as many 
" qualified workers as possible, and to direct them to 
expanding sectors of the economy. 
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Mr Trial thanked the speakers for their contribu- 
tions to the session. Many accountants were afraid of 
E.D.P. but they did not need higher mathematics to 
master it, only common sense and their accounting 
experience. . 


THE AUDITOR'S RESPONSIBILITIES 


Important differences between the obligations imposed 
on auditors in various countries were brought out by 
the speakers at the third business session of the con- 
gress on Thursday morning. Under the headings of 
compulsory audit, auditors’ qualifications, duties and 
liability, consolidated accounts and hidden reserves, 
much additional information was presented to supple- 
ment the six papers. Only on one topic did there seem 
to be unanimity; it was generally agreed that the 
auditor's duties did not necessarily extend to the 
detection of fraud. 

Mr K. G. Jensen (Denmark) took the chair at this 
session, and the vice-chairmen were Mr A. P. C. D'Aca 
Castel-Branco (Portugal and Dr M. Rothlisberger 
(Switzerland). 

The Rapporteur, Dr P. R. Lehnert (Germany), 
announced that instead of giving a summary of each 
individual paper he would provide a comparison of 
the most important points of difference established. 

In all countries covered, except 'T'he Netherlands, an 
audit was compulsory for limited companies, usually 
with special legislation for banks, insurance companies, 
co-operatives and so on. The status of the auditor was 
conferred by law and depended upon proof of a pro- 
fessional qualification; there were regulations safe- 
guarding his independence. Exceptions were France 
and Sweden, where a professional qualification was 
required only for auditors of publicly quoted companies. 
In Italy the audit was performed by a ‘college’ of 
auditors, some of whom had to be qualified. In spite of 
the absence of a legal obligation to audit, qualified 
accountants were registered. In all countries choice of 
auditor lay upon the shareholders in general meeting. 


The Auditor's Duties 


'The auditor's duties covered the keeping of accounts, 
the balance sheet and profit and loss account and the 





directors' report where it was obligatory. In Sweden 
and the U.K. it extended to the consolidated accounts 
of a group and transactions between members of the 
group. 

In France, Germany, The Netherlands and the U.K: 
the auditor reported on the correctness of the accounts. 
In Italy he provided a short report for the shareholders 
and in Germany he also provided a longer report 
addressed to the board of directors and the supervisory 
committee (Aufsichtsrat). Whereas in Germany he was 
required to state that the books, accounts and directors' 
report conformed with the law, the U.K. auditor had 
to state that the balance sheet and profit and loss 
account gave a ‘true and fair view’ of the state of affairs 
of the company and of the result of its operations. This 
was also required in France. 


The Auditor's Liability 


In all countries where an audit of companies was 
compulsory there existed both contractual and criminal 
liability. Liability extended to damage caused to third 
parties, normally through deliberate or negligent false 
statements and failure to comply with the law. An 
additional sanction was the disciplinary power of the 
professional bodies. 

Auditing was usually directed towards verification 
that transactions were properly classified and that the 
system of internal control was adequate. Systematic 
random sampling and auditing in depth were pro- 
cedures mentioned. The annual audit did not extend 
to the detection of fraud unless this should have been 
revealed by the application of normal standards of care, 
and this was particularly clearly brought out in the 
legal decision quoted in the U.K. paper. 

A primary objective of the balance sheet audit was 
the verification of the existence of assets and liabilities 
and of their values, particularly that they were not 
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over-valued. Taking part in stocktaking and direct 
confirmation of debtors and creditors appeared to be 
comparatively rare. 

The main source of difference between German and 
British views lay in their attitude to hidden reserves. 
The admissibility of hidden reserves was not clear 
from the papers and required further explanation. 

The discussion was led by Mr J. A. Stewart (Great 
Britain and Ireland) and the authors of papers were 
joined by a panel consisting of Mr G. C. Jones (Great 
Britain and Ireland), Mr U. Lónnqvist (Finland) and 
Mr R. Mazars (France). The panel had decided to deal 
with the points in the order mentioned by the Rappor- 
teur. On the subject of compulsory audits, Mr Elvstad 
(Sweden) pointed out that the nature and purpose of 
the audit varied according to the social structure of 
the company to be audited. Mr Duncan (Great 
Britain and Ireland) said that compulsory audit 
requirements were laid down in the Companies Act and 
in legislation covering other corporations, such as 
nationalized undertakings and co-operatives. They 
arose from the increasing use made of companies as a 
means of bringing together capital and enterprise and 
were an important part of the machinery of finance and 
investment. 

Mr Van Sloten (The Netherlands) explained that in 
his country a compulsory audit was not necessary 
because it was the general practice for companies to 
subject themselves to audit. These conditions resulted 
in part from the fact that the industrialization of The 
Netherlands started comparatively late and the account- 
ancy profession early. 


Moral Qualities 


Mr Archavlis (France) referred to the fact that only 
those French companies which raised capital from the 
public, or whose capital was quoted on the stock 
exchange were required by law to appoint qualified 
auditors. Certain other corporations, e.g. agricultural 
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co-operatives, had to appoint auditors from registers 
kept by the Courts. Passing the requisite examinations 
did not ensure registration, moral qualities were also 
required. 


Italian System Criticized 


Professor Marcantonio (Italy) mentioned the existence 
in Italy of auditors who were civil servants; these were 
appointed by the Minister responsible for State 
investments. An odd situation existed with regard to 
companies. If their capital was more than Lire som. 
then one or more auditors must be selected from a 
register, but some of the persons included on this 
register were not qualified members of professional 
bodies. If the company's capital was below Lire som., 
however, the presiding auditor must be a qualified 
person. 

Mr Archavlis then explained the severe restrictions 
imposed by law upon French auditors in order to safe- 
guard their independence. Dr Rothlisberger mentioned 
the fact that although Swiss law laid down that a 
director or employee of a company may not be the 
auditor, this could only be enforced by the share- 
holders in general meeting and in the last resort 
independence was a matter of professional conscience. 
This point was also made by Mr Duncan, and Mr 
Elvstad said that Swedish law on this subject was 
largely influenced by the Kruger experience. 


Detection of Fraud 


Mr Duncan said that the responsibility of the auditor 
for detecting fraud was a question of valüe and price. 
Business men generally understood this and accepted 
their responsibility for protecting assets, but some 
members of the public did not fully understand the 
auditor's role. He, Mr Van Sloten and Dr Lehnert 
described the steps taken in the U.K., Holland and 
Germany to inform the public on this subject. 
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Turning to the question of consolidated accounts, 
Mr Stewart said that only Sweden and the U.K. had 
faced this issue, though the practice of consolidating 


' was growing in other countries. Professor Marcan- 


tonio pointed out that although Italian law did not 
recognize the expressions ‘consolidated’ or ‘group’ 
accounts, companies were required to list by name all 
companies in which they held shares. Further, State 
investments in industry, commerce and banking were 


THE 
ACCOUNTANT 


359 


consolidated and the Minister for Investment sub- 
mitted consolidated accounts to Parliament. 

Returning to hidden reserves, the panel discussed 
Professor Minz's classification of these. Mr Elvstad 
and Mr Archavlis agreed with the four categories 
enumerated and pointed out that prudent management 
might be sufficient justification for some of them; 
where there was no economic necessity they should be 
proscribed. 


SERVICES TO SMALL BUSINESSES 


A matter of intimate concern to all accountants in all 
countries was the subject of the fourth and final 
business session of the Congress on Friday morning. 
Between 70 per cent and 9o per cent of their clients 
are small businesses, the proportion varying from 
country to country, and it was seen as a particular 
responsibility of accountants to ensure that they 
received the best possible advice at the lowest cost. 

Mr Leon Saxe (Belgium) presided at the session, and 
the vice-chairmen were Mr Sten Nackstad (Sweden) 
and Comm. Dott. Cesare Prat (Italy). The panel 
included Prof. Dr E. Potthoff (Germany) and Mr R. 
Statham (Great Britain and Ireland). 

The first problem faced by the authors of the papers, 
said Dr H. D. Nijhuis (The Netherlands), Rapporteur, 
was how to define 'small'. Most of them adopted 
different criteria ranging from the French, who 
suggested that about 99 per cent of businesses in that 
country belonged in this category, to Dr Allet 
(Austria) who based his paper on the trader or 
craftsman. Mr Boyd (Great Britain and Ireland), Mr 
Colliander (Finland) and Mr Segurado (Spain), 
regarded as 'small' those clients who required book- 
keeping assistance from the accountant. The concept 
put forward by Mr de Rooij (The Netherlands), that 


. of inability to satisfy the requirements of audit 





without assistance, approached the French point of 
view. 


Division of Functions 


It was questioned by some authors whether keeping 
the books of such clients was a proper part of the 
public accountant's duties. As it could not always be 
avoided, Mr de Rooij advised that the same employee 
should not do both accounting and auditing. 'l'he 
Austrian and French papers passed over this problem, 
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perhaps because their professional codes distinguished 
two categories of expert: the public accountant- 
auditor and the second known as ‘Helfer’ in Austria 
and ‘Comptable agréé’ in France. 

Mr Segurado (Spain) devoted attention to organizing 
the collection of data, which must be adapted to the 
capabilities of the client’s staff. Mechanized book- 
keeping centres enabled small businesses to take 
advantage of better services but required a good 
internal organization. 

The advisory services provided by public accountants 
covered book-keeping, cost accounting, budgeting, 
reporting to management, stock control, financial 
advice, organization and taxation. In addition, Mr 
Boyd (Great Britain and Ireland) mentioned company 
formation and secretaryship, valuation of shares and 
goodwill, insolvency, reorganizations and mergers, 
and arbitration. The French paper mentioned legal 
advice and Dr Allet referred to work on social problems. 

Mr Colliander and Mr de Rooij were concerned with 
the problem of conflict between the advisory and 
auditing functions, and the risk of the auditor 
becoming involved in management at the expense of 
his independence. Mr Colliander pointed out that this 
problem was easier to cope with in a small company, 
where the same persons were shareholders, directors 
and managers. He asked whether the auditor should 
offer advice either voluntarily, because of what he had 
learned during the audit, or because of a possible duty 
to do so, or only when requested to do so. The 
standard and efficiency of the audit must not be 
sacrificed to giving advice. 

Professor Dr E. Knorr (Germany), the discussion 
leader, announced that five subjects had been selected 
for examination. They would discuss what constituted 
a small business, whether it was necessary for public 
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accountants to offer their services to such businesses, 
what services should be offered, whether Governments 
should be influenced to restrict the practice of public 
accountancy to qualified persons, and how could the 
profession be organized to provide the specialist 
services. 

Varied Definitions 


The discussion leader called upon Mr Statham to offer 
a definition of small businesses which would be 
accepted by the members of the panel. Mr Statham 
felt that the definitions in the papers were so varied as 
to be illustrative rather than definitive; he suggested 
that if we regarded larger businesses as all undertakings, 
public or private, whose internal resources included 
financial and management accountancy services, so that 
they required nothing more from the public accountant 
than the audit and occasional high-level consultations, 
then small businesses covered all those outside this 
category. 

It was necessary for public accountants to provide 
these advisory services, said Professor Potthoff, 
because small businesses were mostly concentrated in 
the distributive trades, the efficiency of which must 
be improved. Such businesses were typically ‘under- 
developed' in financial management and accounting, 
and needed an analysis and interpretation of figures. 
Mr de Rooij thought that small businesses needed 
advice in all the areas mentioned by the Rapporteur 
because they lacked skilled staff. 

The importance of budgeting was stressed by 
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Professor Potthoff, who thought that the practitioner 
could bring his knowledge of other businesses to the 
task of forward planning. There was no conflict with 
the audit function as budgeting grew naturally out of 
a study of the accounts. The accountant must dis- 
tinguish between offering advice and taking it; if he 
put forward a selection of alternatives, the business man 
could choose which way he would go. Mr de Rooij 
agreed that the small business wanted to know about 
tomorrow as well as today. The accountant could show 
him the consequences of his operations and plans. 


Poor Rewards 


Mr Statham dealt with the controversial topic of 
restricting the practice of accountancy to qualified 
persons. We could not abrogate our responsibility and 
be complacent if persons were allowed to offer services 
Which fell short of the standard required. It was wrong 
that we recruited and trained young persons to enter 
the profession when, in many cases, their rewards after 
qualifying were a disgrace. Because many practitioners 
were afraid of losing audits to quacks they did not 
increase fees and could not pay proper wages. Dr 
Allet pointed out that in Austria they had an account- 
ant's law which fully met Mr Statham's requirements. 
The restrictions on accountancy practice were fully 
justified because of the long study and preparation 
period and the need to protect the public, who were 
not always able to verify the ability of individuals to 
fulfil their obligations. If unqualified persons held them- 
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selves out as accountants they were punishable by fine. 

Mr Boyd and Dr Nijhuis, while agreeing with Mr 

_ Statham in principle, did not want to see any restriction 

k of the public’s right to seek advice from any source. 

Mr Boyd thought that where certificates were required 

they should be given by properly qualified persons 
only and the field of advice left open. 


FORWARD TO 
CLOSING 


There is only one watchword for me to give you and 

that is: ‘Forward’! Forward to the great future which 

can be that of our profession in Europe if we will make 

it so! With these words Sir Thomas Robson, M.B.E., 

F.C.A., ended his address at the closing session of the 
y Congress on Friday afternoon. | | 

In the course of his speech Sir Thomas said: 

This is not the place nor the time to attempt an 
assessment of the value of this congress to the pro- 
fession in Europe. It is, however, already clear that the 
initiation of the congress and the efforts put into its 
planning have been fully justified by the high quality 
of the papers, by the standard of the discussions on 


accountants of differing national outlooks, languages 
and traditions. PAM. ds 
As business structures increase in size and com- 
plexity the trend is inevitably towards greater and 
greater dependence upon written, mechanical or 
electronic records as a basis of management decisions 
and the evaluation of their results. But these methods 
of management are in no sense substitutes for the 
character and competence of those who use them. 
by The young accountant and also the older members 
of our profession must always remember this. Honesty 
and sound judgment, imagination and adaptability 


to new ideas as well as the power to explain to others 


the reasons which lead to his conclusions are qualities 
of paramount importance in a member of our profession, 
whether he be engaged in public practice or employed 
in industry and commerce or in governmental adminis- 
tration. These qualities cannot be developed merely 
by the study of books and memoranda; they are 
acquired far more readily by seeing in action other men 
who have the qualities in high degree, in short by the 
impact of man upon man and mind upon mind. 


Views of Others 


This congress has given us such a glimpse of men of 
great practical experience and has enabled us to see 
their outlook upon the important professional problems 

- which have been selected for discussion. In this way 
we have been given the chance to broaden our own 
1 outlooks on these matters. We all pay lip service to the 
universality of accounting and auditing principles, to 
the need to keep abrest of scientific developments in the 
techniques available to us, to the vital necessity to 
serve our clients or our employers. The congress has 
enabled us European accountants to see ourselves to 
some extent as other European accountants see us and 
to observe how the members of our profession whose 
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The session concluded with the question of speciali- 
zation, whether by a two-tier profession, or by 
specialization of firms, or by inter-firm co-operation. ` 
Professor Potthoff, Mr Boyd, Mr Millién (France) and 
Mr Segurado saw it as an essential development and 
Mr Segurado mentioned the importance of studying 
modern management techniques. 


THE FUTURE! 
SESSION 


circumstances and traditions differ greatly apply in 
their own conditions and territories the principles and 
practices which we ourselves accept and follow. 


Spirit of Co-operation 


As accountants and as auditors our main functions are 
to deal with the recording and examination of records 
of current and past transactions and events. But in 
relation to management accounting we are accustomed 
to the preparation, examination and interpretation of 
budget forecasts. Let us, therefore, try to utilize the 
budget technique in relation to the probable future 


; : 9n development of the profession in Europe as a whole. 
their contents, and, above all, by the opportunity which P P " 
the congress has given for personal contact between: 


First let us assemble the facts of the situation as it 
now is. This congress and the recent expansion of the 
membership of UEC to include all the principal bodies 
of public accountants in Europe are a clear demonstra- 
tion of the spirit of co-operation which exists within 
the profession itself in Europe. I say without fear of 
contradiction that this spirit of co-operation is stronger 
than at any previous time and I look forward with 
confidence to its further development as the new 
members of UEC come to play their part in that 
organization alongside their colleagues who were its 
members before April 1963. 

In addition to its other activities UEC has followed 
the practice of holding a conference every third year 
and had already arranged, before the revision of its 
constitution made it possible for the United Kingdom 
and senior Netherlands bodies and the Scandinavian 
bodies to consider membership as a possibility, to hold 
a conference in Vienna next year. Three years later 
will come the Ninth International Congress in Paris to 
which we are all looking forward so greatly. The field 
for international co-operation among the accountancy 
bodies in Europe for the next few years is, therefore, 
ready to provide a harvest beneficial to us all. Let us, 
like those who have acted as hosts and organizers to this 
congress, look in these matters beyond the boundaries 
of our own countries to the wider horizons of the 
European, nay the world-wide profession of accoun- 
tancy as a whole. The opportunity is here and now with 
us. Let us all seize it with both hands. 

We must admit that the prospects in relation to 
governmental control and restrictions on the practice 
of the profession in some countries do not appear as 
bright as those for co-operation within the profession 
itself. In the United Kingdom such restrictions are few 
and those there are relate to professional competence. 
The only restriction of general importance is one which 
confines appointments as auditors of public companies 
and certain other bodies to members of specified 
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session of the Congress. Also shown on the platform 


are (left to right): The Congress President, Mr Alexander McKellar; Mr H. C. Treffers, of The Netherlands; Mr E. H. V. 
McDougall, Congress Secretary; and Mr W. L. Milligan, President of the Scottish Institute. 


United Kingdom organizations and persons whether 
or not citizens of or resident in the United Kingdom 
who have similar qualifications obtained overseas. 


No Restriction on Right to Practise 


My belief is that this situation is in harmony with the 
view which my own Institute — 'T'he Institute of 
Chartered Accountants in England and Wales — has 
advocated publicly for many years in relation to a 
profession like ours whose principles and practices are 
universal. The Institute holds that the ideal arrange- 
ment is reciprocity, in all parts of the world, of the 
right to practise under the professional designation 
which the individual accountant has obtained by 
training, examination and experience; and that there 
should be no restriction on his right to enter into 
partnership arrangements with properly qualified 
accountants whatever may be their nationality or 
country of residence. 

The Treaty of Rome, which governs the relation- 
ships among the countries comprising the European 
Common Market, appears as regards members of the 
liberal professions in those countries to have adopted a 
similar principle. The rules for its application in 
practice have doubtless still to be worked out; but I 
sincerely hope that a solution will be found such that 
persons of similar professional training and com- 
petence will be able under the designations to which that 
training and its examinations have entitled them to 
carry on work in every country of the six without let 
or hindrance. 


It is to be hoped that nationalistic tendencies will not 
thwart the efforts which our profession in Europe is 
making to engender co-operation and that the solution 
of the problems of the six will be accompanied by 
increasing facilities for, rather than the imposition of 
restrictions upon, practice by accountants of other 
countries. If investment is to flow freely between all 
countries the investor has the right to demand that he 
shall have accounting facilities of his own choice avail- 
able to him in the countries in which he invests his 
money. 

My hope, therefore, is that as we look back on this 
European Congress of Accountants we shall see it as a 
milestone in the advance of free co-operation among 
the members of the bodies here represented and that 
they will be able to influence effectively the authorities 
in their own countries to provide facilities for that 
co-operation by granting or maintaining practice 
rights for accountants of other lands who have suitable 
qualifications obtained in their own countries. 


Differing Circumstances 


I hope we shall also look back on this congress as a 
stimulus in every one of the subjects which have been 
discussed here. Many of us are well aware that the 
differing circumstances in the countries represented 
in these meetings mean that the significance of the 
term 'auditing' in some countries differs greatly from 
that which it has in others. If the quickened pace of 
international investment is to be maintained or 
accelerated the investor who invests in a country other 
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Miss Margaret Chicken's smart Dual Printer is one of 
the two Burroughs Machines which now provide 
Tetleys with valuable information on accounts 


=) The Burroughs man came to tea 


TETLEY TEA COMPANY LIMITED of Bletchley 
are well-known tea and coffee blend- 
ers and wholesalers. 


PROBLEM: Salesmen were hampered 
by lack of up-to-date information 
on customers’ accounts. With hun- 
dreds of invoices to deal with each 
day, these were often despatched 
late because of breakdowns and de- 
lays in the accounting system. 


SOLVED: with a Burroughs Numeric 
Accounting Machine and an F5000 
Dual Printer. 


METHOD: The Burroughs Representa- 
tive helped Tetleys to re-organize 
their accounting with the incor- 
poration of area controls. The Dual 
Printer prints two original state- 
ments simultaneously on each ac- 
count; one is mailed direct to cus- 
tomer, the other in a batch to each 
Area Representative. 


RESULT: Representatives are de- 
lighted with the detailed informa- 


tion quickly provided. Statements 
are sent out much earlier, custo- 
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mersgetaspeedyreply toany query, 
and the management has latest fig- 
ures always to hand. In matters of 
accounting, Tetleys know how to 
choose a good stimulant! 


Business depends on 


Burroughs 


from adding machines to computers 


Burroughs Machines Limited, 356-366 Oxford St., 
London W.1. Telephone: HYDe Park 9861 


Accounting Sales and Service facilities from 60 centres in 
Great Britain and Eire. Manufacturing in Scotland 
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than his own will expect, and rightly expect, to have ` 
his investment protected by auditors whose examina- | 
„tions conform to standards at least as exacting as those ` 


' from which he is accustomed to benefit in his own 
country. | 

It is within my knowledge that active study is being 
given in some European countries to ways in which 
they can improve and adapt their auditing techniques 
by inquiring into the procedures followed elsewhere. I 
believe that we can all help one another in this respect 
by exchanging information about the practices in our 
countries and the developments which we make in 
them from time to time. | 
As most of you know, my own Institute has issued 
many recommendations to its members during the last 
twenty years. The best known of these are its Recom- 
mendations on Accounting Principles which have met a 
ready acceptance in Government, financial and com- 
mercial circles. We have now started a parallel series 
of Statements on Auditing which also bids fair to be of 
the greatest value to our members. Copies of these and all 
| similar documents have been or will be sent at the time 
of issue to each of the European organizations which 
were invited to participate in this congress and we hope 
that this will assist our colleagues in other bodies to 


keep in touch with technical developments in our 
Institute. If other bodies will follow a similar course the - 
possibilities of success in future technical co-opera- 


tion will be greatly enhanced. I make a strong plea that 
this should be done. 

Finally, let me say this to each of you and to myself 
as this congress draws towards its close: The concep- 
tion and conduct of the congress and the support which 
it has enjoyed have exemplified in full measure the 
demand for and. possibilities of common enterprise 
within our profession as a whole. Let this closing session 
be not the end of the road but merely the conclusion 
of a stage in the forward march of progress to higher 


professional standards of competence and of ethics, 
higher quality of work for the public whom we serve, . 


hnd higher standing in the esteem of all those with 
om our great profession in Europe comes into 
contact. ''hose who conceived the idea of this congress 
dreamed and saw visions; it is for each and all of us to 
transform these dreams into realities by the exertion of 
our influence on the future policies and outlook of the 
individual organizations of which we are menibers. 


Mr H. C. TREFFERS 


Mr H. C, Treffers (The Netherlands), a member of the 
Congress Policy Committee, then addressed the 
assembly. In the course of his speech he said: 

During the various business sessions of this interest- 
ing and most successful European Congress I think we 
have seen once again that the problems of our profes- 
sion are basically the same, wherever it may be prac- 
tised. Furthermore we are witnesses of and perhaps in 

ome respect we are taking part in a technical and 
conomic development which is in many ways aston- 
"3g and which results in a growing international 
cnaracter of business life and a growing need for 
international co-operation. | 

In this connection I think we all have listened with 
great interest to Sir Thomas Robson when he spoke 
about some important aspects of the future of our 
profession in Europe. His most stimulating watch- 
word 'forward' will, I think, be understood by all of us 
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in this sense that it is and will be one of the most 
important duties of our profession in Europe to keep 
pace with these developments or rather to try to be 
ahead of them. That will not be an easy task and es- 
pecially in the rather complicated circumstances we 
have in Europe we shall find great difficulties on our 
way. In Europe we have differences in law, differences 
in the historical development of our profession, differ- 
ences in our educational programmes and besides we 
speak different languages. 

If I am right in saying that a profession cannot 
develop if only a few are playing an active role in its 
development, it is clear I think that one of the problems 
we have to solve in Europe is the problem of com- 
munication between the individual members. 

The first part of this problem of communication 
involves the establishment and maintenance of contacts 
on the personal level. Without such contacts there may 
even be lack of interest — let alone lack of knowledge — 
as regards developments in accountancy in other 


- countries. 


. Considerable Progress | 
During the days we have spent in Edinburgh each of 
us participating in this congress has, I am sure, made 
many new contacts on the personal level with colleagues 
from other countries, and many of us have had the great 
pleasure of strengthening old contacts. I believe that 
this is one of the most important features of congresses 


. of this kind: we have seen considerable progress in the 
process of getting to know more and more about each 


other in the series of international congresses and it is 
also apparent in the series of UEC congresses. Now, for 
the first time, we have seen it advancing throughout 
Europe as a whole in a congress devoted to European 


problems. 


On a smaller scale the process is also carried forward 
by making use of other opportunities for meeting 
together. As good examples I may mention the 
Arbeitstagungen of the German Institute, and the 
summer schools and summer courses of the Scottish 
and English accountancy bodies. Furthermore many of 
you know that we in The Netherlands always feel happy 
when we have guests from abroad on our annual 
Accountants day. ; | 

Following the example of the summer courses and 
Arbeitstagungen I think it would be worth trying to 
organize such conferences for let us say a group of about 
one hundred participants of different nationalities. 

Another aspect of the problem of communication is 
that of disseminating reports of new developments in 
an effective, convenient and economical way. Here 
again we come up against the difficulties of language, 
the availability of publications and the availability of 
time to read the various publications. 


Translation Bureau 


I wonder, therefore, whether — perhaps through 
UEC channels — some kind of translation and press 
release bureau could be set up with the object of 
producing material for the consideration of the editors 


of the professional journals. For example, whoever was 


in charge of such a bureau might find in one of the 
national journals an interesting article with a much 
wider field of interest than only the country in which 
the journal was published. If he were then in a position 
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At the Reception given by H.M. Government for official delegates and their ladies in Edinburgh Castle. Lady 
'T weedsmuir, M.P., Joint Parliamentary Under-Secretary of State for Scotland (centre), talking to Mr Alexander McKellar, 
President of the Congress (left), and Mr James C. Stewart, Vice-President (right), together with Mrs Stewart and 
(extreme left) Mr E. H. V. McDougall, Congress Secretary. 


The Rt Hon. Michael Noble, M.P., Secretary of State for Scotland (centre), chats with a group of Congress 
delegates and their ladies at the Government Reception in Edinburgh Castle. 
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to have it translated into two or three different 
languages he could send the translation to the editors of 
other national journals, who could either use it, 
summarize it or ignore it as they may deem appropriate. 
If this Edinburgh Congress stimulates co-operation 
between the European accountancy bodies and also 
stimulates their individual members there will be 
another reason for you, Mr President, for your 
Institute and for its members to feel satisfied about the 
great success this congress has been. 


PRESIDENT'S SPEECH 


In his closing speech, the Congress President, Mr 
Alexander McKellar, said: 

First of all may I say how deeply conscious I am of 
the honour of having been President of this congress 
and I would like to express my sincere thanks for the 
wonderful support and the many kindnesses I have 
received, not merely during the present week but during 
the long months of preparation for this congress. One 





matter which we must bear in mind when we think 
about this congress — and I hope that we all will think 
back many times of this happy occasion — is that this 
has not been a Scottish Congress of Accountants. It is a 
European Congress of Accountants which has been 
held in Scotland and we must always stress the Euro- 
pean aspect. 


Tribute 


We are all assembled together as representatives of the 
accountancy profession in Europe for the first time and, 
while there is no merit in looking backwards to what 
was, it is nevertheless necessary to pay tribute to those 
who have made possible this united assembly. 
Mention has already been made in the opening 
session to the parts played by Mr Kraayenhof, Sir 
Thomas Robson, Mr Treffers and the late Monsieur 
Alexandre. I feel, however, that this reference would be 
incomplete without recognition of the part played by 
Mr S. John Pears. Mr Pears was President of The 
Institute of Chartered Accountants in England and 
Wales in the year 1960-61 when I was in office in the 
Scottish Institute. During that time and during the 
following year there were several very important meet- 
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ings and discussions which eventually led to the 
holding of this congress and the enlargement of UEC. 
The initiatives and interventions of Mr Pears on those 
occasions were of the first importance and I would like 
to express to him our sincere thanks for the valuable 
contributions which he made. 


Brotherhood of Accountants 


The principal European bodies of accountants are now 
publicly associated with one another. Mr Treffers has 
today referred to the value of collaboration among these 
bodies and in particular to the value of personal meet- 
ings such as this congress. The thought occurs to me 
that we now have in effect a brotherhood of accountants 
in Europe. 

All along that road we must never forget that we 
are travelling as accountants and that as accountants 
we have basic responsibilities. They include, firstly, 
the need for independence and for the acceptance of 
individual responsibilities. Secondly, a constant need 
for initiative, a constant facing of the requirements of 
constantly changing conditions and a constant recog- 
nition of the fact that what was adequate in the past 
may not be adequate in the future. Thirdly, in the 
final analysis, integrity — the word is all-embracing; it 
requires no elaboration; it does not permit of any 
excuses. 

These then are some of the qualities to which we 
must continually aspire. 


VOTE OF THANKS 


Mr K. G. Jensen, of Denmark, expressed the gratitude 
of all who had taken part in the Congress for the 
hospitality they had received in Edinburgh. He also 
thanked all the people who had contributed to the 
Congress, the authors, the translators, the chairmen, 
the rapporteurs, the discussion leaders and the inter- 
preters. 


: : , 


CONGRESS BANQUETS 


Congress banquets were held on Wednesday and 
Thursday at the North British Hotel and the Assembly 
Rooms. On Wednesday, the Congress President, Mr 
Alexander McKellar, took the chair at the North British 
Hotel, while at the Assembly Rooms, the Congress 
Vice-President, Mr James C. Stewart, presided. On 
Thursday, the President presided at the Assembly 
Rooms, and the Vice-President was Chairman at the 
North British. 

The toasts were the same at each of the banquets, 
namely, "The accountancy profession’, “The visitors 
to the British Isles’, and ‘Prosperity to Europe’. The 
speakers were as follows: 


On Wednesday 

at the North British Hotel — 

Monsieur F.-M. Richard (France); Mr J. E. Harris 
(Great Britain and Ireland); Mr Svante Kihlman 
(Finland); Wp Dr Max Schwartz (Germany). 

at the Assembly Rooms — 

Herr Wp K. A. Ziegler (Austria); Mr R. P. Winter 
(Great Britain and Ireland); Mr Poul Seier-Petersen 
(Denmark); Monsieur Marcel Wyart (Belgium). 

On Thursday : 

at the North British Hotel — 

Mr H. Gerritsen (Netherlands); Mr A. E. Dawson 
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(Great Britain and Ireland); Monsieur P. Fauconneau 
(France); Mr O. Ryste (Norway). 

at the Assembly Rooms — 

Herr Michael Hoessli (Switzerland); Mr C. Eric Power 
(Great Britain and Ireland); Monsieur Jean Liévens 
(France); Mr Peter V. A. Hanner (Sweden). 


TOURS AND VISITS 


During the week the ladies were able to enjoy the fine 
weather through a number of coach tours to the sur- 
rounding countryside. Many houses of historic interest 
were visited, including Abbotsford, Sir Walter Scott's 
home. In addition, industrial visits of a varied nature 
were arranged for Congress members. 


GOVERNMENT RECEPTION 


Although the technical proceedings of the Congress 
terminated with the closing plenary session in the 
Usher Hall on Friday afternoon, the social programme 
continued with a Government reception for official 
delegates and their ladies at Edinburgh Castle and the 
Congress balls. 

Guests were received at the Castle by the Rt Hon. 
Michael Noble, M.P., Secretary of State for Scotland, 
and Lady 'lweedsmuir, M.P., Joint Parliamentary 
Under-Secretary of State for Scotland. 


CONGRESS BALLS 


The three Congress Balls held at the Assembly Rooms, 
the North British Hotel and the Adam Suite of the 
George Hotel, provided a colourful finale to the week. 
Dancing continued from 9 p.m. until 2 a.m. 


Some of the dancers at the North British 

Hotel where one of the three Balls was held 

last Friday night at the conclusion of the 
Congress. 
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PRIVATE FUNCTIONS 


Complementing the official Congress programme, a 
number of private functions were held for invited 
friends during the week. 

Besides the Scottish Institute's Reception for official | 
delegates and their ladies on Monday and The Account- 
ant supper party for overseas visitors on Tuesday, both 
of which were referred to in our last issue, receptions 
were held on T'uesday evening by 'The Institute of 
Chartered Accountants in England and Wales, and by 
The Institute of Cost and Works Accountants. 

Cocktail parties were given on Wednesday and 
Thursday by The Association of Certified and Cor- 
porate Accountants; and the Master Treasurers and 
Assistants of the Company of Merchants of the City 
of Edinburgh were "Ar Home' to Congress members 
and their ladies on Wednesday evening. 

The lady members' group of the Scottish Institute 
held a fork supper for visiting women accountants on 
Tuesday, and many other private parties given by firms 
and individuals took place throughout the week. 


European Congress News 


As a contribution to the value of the Congress, a 
newspaper entitled ‘THE ACCOUNTANT European 


Congress News was issued free by the publishers of 
THE ACCOUNTANT on the Tuesday, Thursday and 
Saturday of Congress week. Published by permission 
of the Policy Committee of the Congress, the paper 
contained reports and pictures of the proceedings — 
both technical and social — together with many feature 
articles. 
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Invalid Delegation of Power 


HE testator in Re Hunter’s Will Trusts, Gilks and 


A. Others v. Harris and Others ([1962] 3 All E.R. 
1050) by his will settled a share of residue on trusts 
for.J. for life and after her death as to both capital and 
income for her children or remoter issue at such dges 
or times if more than one “in such shares and with 
such trusts for their respective benefit and such 

. provisions for their respective advancement mainten- 
ance and education at. the discretion of my trustees 
b: of any other person or persons’ as J. should by will 
appoint. By her will J. directed that part of the settled 

. property should be held on protective trusts for the 


. benefit of her son K. during his life and after his 


death on trust for the benefit of his children. In the 

events which happened the effect of the direction in 
| J.’s will was that the income of the trust, fund was 
^ directed to be held on trust for K. and his daughter 
. as the trustees should in their absolute discretion. 

think fit. Piu 


; . Cross, J., held that on the true construction of the. 
power given by the testator's will the words "at the. 


discretion of my.trustees or of any other person or 


| persons’ applied only to. the provisions "for the: 
| advancement, maintenance and education. of the. 


| appointees and did not apply to trusts for the ‘re- 
spective benefit’ of the appointees. His lordship 


rejected:an argument that the words supported the’ 


discretionary: trust on the basis that that trust was a 
provision for maintenance. Furthermore, his lordship 


| pointed out how inapt the words ‘with such trusts ` 


for their respective benefit were to authorize the 
creation of an immediate discretionary trust for a 
class of appointees; thus a direction to hold income 


on trust to distribute it during twenty-one years after ` 


the appointor's death amongst.the appointor’s issue 
generally from time to time in existence in such shares 
as the trustees might think fit would not be a trust for 
the respective benefit of the issue, but for the collec- 
tive benefit of all under which none had any separate 
benefit. 


It followed that the discretionary trust purported ` 


to be imposed by the appointment in J.’s- will was 
invalid as constituting a delegation of the power 
conferred by the testator's will. 


Contract: Plea of Non est Factum E" 
the second defendant in Muskham Finance 
egLtd v. Howard and Another ([1963] 1 All 


E.R. 81), instructed T., a-motor-car dealer, to sell a 
car which K. had under a hire-purchase agreement 
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with the plaintiff company. 'T. found a buyer, H., 
the first defendant. H. also wanted hire-purchase 
terms and a new agreement was entered into, with 
the. plaintiff company accordingly,- T. told- K. that 
he, "D had.sold.the.car and said to him: Could you 
sign this paper which is the release note?’ The paper 
in question was on T.s untidy desk, which. was 
covered with many papers, and only the bottom 
two: or three inches of it was showing. K. ‘signed ` 
the paper without looking at its contents. In fact the 
paper was a form of indemnity in favour of the 
plaintiff. H. defaulted on the instalments due from 
him and the plaintiff sued him on the agreement 
and also K. on the indemnity. K. by his defence 
pleaded non est factum. ` 

: Donovan, L.J., delivering the judgment of the 
Court of Appeal, said that what had to be established, 
if the-plea of non est factum was to succeed, was that 


the. misrepresentation which caused the signature 


was a misrepreséntation of the character and class 
of the document in question, and not a misrepresen- 
tation simply as to its contents, and observed that. 
the distinction is not easy. to define because the 
character and class of a document may be said in 
one, sense to depend on. its. contents, so that. a 
misrepresentation of.the contents inevitably involves: 
a misrepresentation of the character and the class.’ 
On the facts, however, the Court was satisfied that 
the paper which K. signed was wholly. different in. 
its class and character from that which he intended 
to sign, and that the case would not truly be described 


| as a case of misrepresentation as to the contents of a 


document alone. Accordingly the Court allowed K.'s 
appeal from the decision of the learned judge of the 
Bow County Court, who had held him liable to the 
plaintiff on the indemnity. But Donovan, L.J., 


observed that the plaintiff had not pleaded estoppel 


of K. by his negligence in signing the paper: if the 
plaintiff had done so, the Court might have had to. 
reconsider the much criticized case of Carlisle © 
Cumberland Banking Co v. Bragg ([1911] 1 K.B. 489). 


Variation of Northern Ireland Settlement 


N Re Ker' s Settlement Trusts ([1963] 1 All E.R. 801), 

n application under section 1 of the Variation of 
Trusts Áct, 1958, there arose a preliminary question 
of jurisdiction, as it appeared that the proper law of 
the settlement which it was sought to vary was that of 
Northern Ireland. Ungoed- Thomas, J., holding that 
the Court had jurisdiction to vary the settlement in 
question, pointed out that section r in terms confers 
on the Court power to approve a variation; that is, 
it confers jurisdiction on the Court. Section 2 (2) 
withholds the jurisdiction from the Courts of Northern 
Ireland, but it does not except Northern. Ireland 
settlements from the jurisdiction conferred on. the 
English Court. Going back to section 1, his lordship 
could see no reason for reading into it any limitation 
to documents to which English law applies. 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for 
the opinions expressed. 


Depreciation in the Accounts of 
Public Utilities 

Sir, — The Rochdale Committee has made a strong 
case for charging depreciation in the accounts of 
port autborities on the basis of replacement rather 
than historical cost. Even more serious, however, is 
the position of water companies which in most cases 
are forbidden under some Act or other to charge 
depreciation at all. All that is permitted is the transfer 
of a derisory amount to a so-called contingency 
fund. These peculiar transactions are for the most 
part concealed by the use of the medieval double 
account system; a less inaccurate name would be the 
half account system. 

Some years ago I prepared the accountant's 
report for inclusion in a water company's prospectus. 
I discovered that over the entire ten-year period, 
during which investment allowances were of slight 
importance, the company paid substantially less 
income tax than was notionally deducted from its 
dividends. In other words, quite apart from profits 
tax, which for part of the period was heavy on 
distributed profits, the company was distributing 
more in dividends than the total amount of its 
profit as measured for tax purposes. Yet its shares 
were trustee securities, at that time a rare privilege. 
I hasten to add that the company's status was and is 
excellent and that the issue was a success. 

If this company had sold all its fixed assets for 
their book value (i.e. ignoring the possibility of any 
actual depreciation), the balancing charge alone would 
have swallowed up all its reserves and encroached 
on capital. I strongly suspect that this would be true 
of most water companies, and furthermore, that if 
they were to charge depreciation, even on a normal 
historical cost basis, few would show a profit and 
virtually none be able to cover their present dividends. 

It is surprising that this state of affairs should 
never have attracted comment from the accountancy 
profession. The reason is probably twofold: in the 
first place, any accountant would hesitate to embarrass 
a client by publicly criticizing actions for which, 
though actually innocent, he is apparently to blame; 
secondly, a generation ago this practice was normal 
and. no auditor can start qualifying his report now 
without by implication condemning his own actions 
in past years. Nevertheless, I suspect that if the 
special status accorded to the water companies were 
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ignored the relevant part of most audit rep 
might read somewhat as follows: 






‘The profit and loss account and balance sh 
are correctly drawn up in accordance with 
provisions of the Companies Act, 1948, and the .... 
Water Act. Under the provisions of the latter Act 
the company is forbidden to provide for depreciation 
on its fixed assets beyond a transfer of £.... to 
contingency fund. In our opinion the correct 
additional charge for depreciation for the year 
should have been £.... and the accumulated 
charge for depreciation to date should be £.... 
T'o this extent the balance sheet and profit and loss 
account give neither a true nor a fair view of either 
the state of the company's affairs at December 31st 

- or the result for the year ended on that date." 


Yours faithfully, 


London EC4. J. DENZA, MA. ACA. $ 


Finance Act Anomalies 


Sin, — One hopes that every practitioner will endorse 
the opinions expressed by Mr R. W. Smith (September 
„th issue) and do something about it. You will 
recall, sir, that I wrote a letter (unpublished) in June 
suggesting that the criticisms of the Finance Bill 
should be prolonged until it was altered. Perhaps we 
were all lulled into a sense of false security by the 
promised amended legislation — now revealed in the 
shambles which is Schedule 8. 

Since May, I have, via our local Member of 
Parliament, been conducting a dialogue with the 
Treasury. In the latest letter it is said, evidently as w 
the last word on the subject, that “The amendments 
were passed without alteration (Hansard, June 26th, ` 
1963, cols. 1473-1475; and cols. 1582-1588, in 
Hansard, June 27th, 1963)’, which must be a cue 
for the: 


HARROWING VoriNG SONG 


Forty years on, when afar and asunder, 

Parted are we, who are voting today: 

Shall we look back and, regretfully, wonder 

What were we doing on Schedule 8 day? 

Shall we be proud that the tax we abolished, 

Still lingers on, in claims that are won 

By accountant — historians, ‘A’ — wise and polished — 
‘Twenty, and thirty, and forty years on? 


Follow-up, follow-up, follow-up — with a, 


Vote, vote together, don't let the dear Whips down; 4 
It looks quite clever, though we can only frown. 
Don’trockthe boat, boys: pullin the draftsman’s wake~ 
Letsome other poor beggar sort out the mess we make. 


Yours faithfully, 
F. L. CONSTABLE, F.c.a. 
Ellesmere, Shropshire. 
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A MERCHANT BANK AT WORK 





. Acceptance Credits 
E and Home Trade 


The use of acceptance credits as a means of financing overseas trade is well-known: 
for many years acceptance credits have also been used to finance the movement of 
goods between supplier and manufacturer or merchant in the home market. For 2 
example, many leading engineering concerns find this method convenient to 





e finance their purchases of steel and its conversion into machinery. We can provide 
, Si these short-term self liquidating credits. They are complementary to cash overdrafts 


and are often used by ptogressive businesses wishing 
to expand and increase their 
profit-earning capacity. 
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M. SAMUEL & CO. LIMITED 


| Serving Industry & Commerce 


: BSTABLISHED 1831 


^ SHELL HOUSE 55 BISHOPSGATE LONDON EC2 TELEPHONE LON 1501 


XXII 





INVESTIGATIONS 


Confidential investigations in civil, criminal 
and commercial cases. Internal larcenies and 

' cases of conspiracy, fraud and embezzlement 
investigated. Surveillance. Bona fides of indi- 
viduals and business concerns investigated. 
Financial inquiries. Patent. infringements 
and misuse of trade-marks investigated. 
Cases of corruption and leakages of com- 
mercial and industrial information inves- 
tigated. Specialist security services. 


W. J. KING'S DETECTIVE BUREAU LTD 


CHANCERY HOUSE 
53/64 CHANCERY LANE, LONDON WC2 


HOLborn 0343-4-5 EE London 








A.CENTURY OF SERVICE! 


The City of London 
Building Society 


HISTORY ~ Just one hundred years old this year! A short 
booklet has been written and will be sent d on on application. 
Many millions of pounds have been entrusted to us by thousands 
of investors. Many millions of pounds have been advanced by 
us to thousands of house owners. 


SERVICE - Our business is personal, because the problems we 
deal with are persons: We do not claim to be experts on every- 
thing, but we have a vast fund of experience which we will gladly 
share with you. 


TERMS - Dividend on shares is 4 per cent per annum with 
income tax paid by the society. If you want to buy a house, come 
and discuss your problem with us. It will be worth your while. 


Assets exceed £10,000,000 
Shares and Deposits are Trustee Investments 
Member of the Building Societies Association 


34 London Wall, EC2 MONarch 2525/6/7 
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Butterworths Income Tax 
Digest 


and 


Four-Year Digest of Income 
Tax Gases ` 


Edited by PHILIP F. SKOTTOWE, LL.B., Barrister- 
at-íaw. 


These Digests contain the fruits of extensive researches 
in the various series of law reports for all cases on 
income tax which are likely to be of value to practi- 
tioners. The main volume runs to over 450 pages, 
containing digests of close on 3,000 cases, while the 
1959-1962 volume contains summaries of about 260 
further cases and has an independent value as a reliable 
guide to recent case law. The material is carefully 
classified, annotated and cross-referenced, and includes 
cases from Scotland, Ireland and the Commonwealth 
in addition to decisions of the English Courts. 


85s net, by post 2s 9d extra, including Supplement of 
Cases 1959-1962. Supplement alone, 15s net, by post 
15 2d extra. 


BUTTERWORTHS 
88 KINGSWAY, LONDON, WC2 
Showroom: 11 — 12 Bell Yard, Temple Bar, WC? 











Exceed 
£3,000,000 





Investments 


must be safe, profitable and readily realizable. Davies 
Investments Ltd can satisfy each one of these require- 
ments. Safety is assured by skilled administration and 
ample reserves. 

For the TENTH year in succession a basic interest 
rate of 74 per cent per annum has been paid. 10 per 
cent is withdrawable on demand and the maximum 
notice for the largest sum is six months. No fee or 
brokerage is chargeable. 

An account can be opened for any sum, with a 
minimum of £20, but on units of £500 there is a 
special bonus of 4 per cent per annum added annually. 
We have set out the main details of the facilities 
which are now so widely appreciated. If you would 
like further details and audited balance sheet, please 
write to Investment Department A., Davies Invest- 
ments Limited, Private Bankers, Davies House, ` 
Arthur Road, London SW19. ; 
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bus Legislation 


The date indicates when an Act received the Royal Assent 


STATUTES 
Chapter 35: Malaysia Act, 1963 — 


An Act to make provision for and in connection with 
the federation of North Borneo, Sarawak and Singapore 
with the existing States of the Federation of Malaya. 


Price 8d net. July 31st, 1963. 


Chapter 37: Children and Young Persons Act, 1963 | 


An Act to amend the law relating to children and young 


| persons; and for purposes connected therewith. 


Price 3s 6d net. . July. 31st, 1963. 


Chapter 38: Water Resources Act, 1963 


An Act to provide for the establishment of river 
authorities and a Water Resources Board, to confer on 
them, and on the Minister of Housing and Local 
Government, new functions in relation to water resour- 
ces in England and Wales, and to provide for the 
transfer to river authorities of functions previously 
exercisable by river boards and other bodies; to make 
further provision for controlling the abstraction and 
impounding of water, for imposing charges in respect 


' of licences to abstract or impound water, and for 


i 


securing the protection and proper use of inland waters 
and water in.underground strata; to enable correspond- 
ing provision to. be made in relation to the Thames and 
Lee catchment areas and certain other areas in or 
adjacent to London; and for purposes connected with 
the matters aforesaid. 


Price 10s net. July 31st, 1963. 


Chapter 39: Criminal Justice (Scotland) Act, 1963 
An Act to amend the law of Scotland relating to the 
imprisonment and detention of offenders and' other 
persons; to make further provision as to the treatment 
of prisoners and other persons committed to custody, 
including provision for their supervision within the 
British Islands after discharge, for the management of 
approved schools and for the treatment of persons 
detained therein; to amend the, law relating to the 
payment of fines and detention in default of payment 
thereof within Great Britain; to alter the law relating 
to the proceedings of criminal Courts in Scotland and 
to legal aid in such proceedings; to alter the law relating 
to the enforcement of warrants of arrest and the service 


. of process in Great Britain; to provide for the execution 


in Scotland of warrants issued by Courts in the Isle of 
Man; to provide for the appointment of additional 
judges.of the Court of Session; to make certain con- 
sequential ariendments to the First Offenders Act, 1958, 
and the Criminal Justice Act, 1961; and for purposes 


connected with the aforesaid matters. 
Price, Ze get. - 
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Chapter 40: Commonwealth Development Act, 
^ 1963 

An Act to extend the area of operation and alter the 

name of the Colonial Development Corporation; and 

to amend sections r, 4 and 6 of the Colonial Develop- 

ment and Welfare Act, 1959. l 


Price 5d net.” July 3rst, 1963. 
Chapter 41: Offices, Shops and Railway Premises 
Act,19603  . 

An Act to make fresh provision for securing the health, 

safety and welfare of persons employed, to work in 
office or shop premises and provision for: securing the 
health, safety and welfare of persons employed to work 
in certain railway premises; to amend certain provisions 
of the Factories Act, 1961; and for purposes connected 
with the matters aforesaid. 
Price 4s 6d net. July 31st, 1963. 
Chapter 46: Local Government (Financial Provi- 

sions) Act, 1963 


: An Act to extend the powers of local authorities to 


defray expenses incurred by their members and officers, 
or by other members of their committees or sub- 
committees, and to contribute or subscribe to other 
local authorities and to bodies having activities 
connected with local government; to authorize certain 
expenditure by local authorities for the benefit of their 
areas or inhabitants but not otherwise authorized; to 
make further provision with respect to borrowing by 
local authorities, the management of local authority 
debt, the application by local authorities of capital 
funds, renewal and repair funds, unexpended balances 
of loans and capital money received by way of financial 
adjustment; and for purposes connected with the 
matters aforesaid: 


tice Is 3d net. July 3rst, dun 


Chapter 47: Limitation het nes 


An Act to. extend in certain cases the. time-limit for 


bringing legal proceedings where damages are claimed 
which consist of or include damages or' solatium in 
respect of personal injuries (including any disease or 
impairment of a person's physical or mental. condition) 
or in respect of a person's death; to limit. the time 
within which proceedings for contribution may be 
brought under section 6 of the Law Reform (Married 
"Women and Tortfeasors) Act, 1935, or section 3 (2) of 


the Law Reform (Miscellaneous Provisions) (Scotland). 


Act, 1940; to make er provision as to the applica- 
tion of the Limitation (Enemies and War Prisoners) 
Act, 1945, to Northern Ireland; and for purposes con- 
nected with the matters aforesaid. 


Price 1s 3d net. |. July 31st, 1963. 
Chapter 48: Peerage Act, 1963 
An Act to authorize the disclaimer for life of certain ` 
hereditary peerages; to include among the peers 
qualified to sit in the House of Lords all peers in the 
peerage of Scotland and peeresses in their own right 
in the peerages of England, Scotland, Great Britain 
and the United Kingdom; to remove certain dis- 


qualifications of peers in the peerage of Ireland in 


relation to the House of Commons and elections thereto 
ànd for purposes connected with the matters aforesaid. 


a ox July 31st, 1968. 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs BRIGHT, GRAHAME, Murray & Co, Chartered 
Accountants, of Howland House, Howland Street, 
London Wr, announce that Mr Ivor W. Freeman, 
A.C.A., and Mr MICHAEL DANIELS, A.C.A., have been 
admitted to the parthership. The practices formerly 
carried on by Messrs Ivor W. FREEMAN and MICHAEL 
DANIELS will be combined under the style of BRIGHT, 
GRAHAME, Murray & Co. 


Messrs Davies & Co, Certified Accountants, have 
removed their offices to 36-48 College Road, Harrow, 
Middlesex. Telephone: Harrow 8366-8. 


Mr R. P. LONSDALE, A.A.C.C.A., has commenced 
practice on his own account at 206 South Coast Road, 
Peacehaven, Sussex, with effect from July 1st, 1963. 


Messrs PANNELL FITZPATRICK GRAHAM & CREWDSON, 
announce that Mr ROBERT CHARLES SUTTON WOOTTON, 
B.COM., F.C.A., is now a resident partner in their Paris 
practice at 8 Rue d'Artois, Paris VIII, France. 


Messrs PuLBROOK, WRIGHT & UNDERWOOD announce 
that'they commenced practice in Kitwe, Northern 
‘Rhodesia, on September ist, 1963. Mr BERNARD 
BRUCE, VENNING, A.C.A., a former senior member of 
their Salisbury staff, is resident partner. Their address 


is Anchris House, Canberra Avenue, P.O. Box 1772, 


Kitwe. 


Appointments 


Mr W. E. Dean, a.a.c.c.a., has been appointed 
group accountant of the United Dominion Corp oration 
(S.A.) Ltd. 

Mr John P. Wall, M.A., A.C.A., has been appointed 
chief accountant to Highland (Securities) Ltd. 

Mr B. B. C. Watson, B.A.(CANTAB.), A.C.A., secretary 
of Courage Barclay & Simorids Ltd, has been appointed 
managing director of the Courage group's Saccone and 
Speed companies in East Africa. 

Mr J. J: B. Young, c.a., secretary of G. & I. Weir 
Holdings Ltd, has been appointed an additional 
director of the company. 





Mr Charles Ocansey, A.A.C.C.A., has been elected 
to the Council of the Institute of Chartered Account- 
ants in Ghana. 


ASSISTANT OFFICIAL RECEIVER 


The Board of Trade has announced that the appoint- 
ment of Mr Herbert Leslie Britton as an Assistant 
Official Receiver for the Bankruptcy District of the 
County Courts of Sheffield, Barnsley and Chesterfield 
is revoked. This revocation tookeffect on September and. 
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OVERSEAS TRAVEL AWARD SCHEME 
FOR STUDENTS 


Since 1958 the British Junior Chambers of Commerce 
have organized travelling awards which are offered to : 
apprentices and students who fulfil certain qualifica- - 
tions, and since 1960 three awards have been made 
annually: a technical award (nine months in Australia), 
a craft award (six months i in Canada), and a commercial 
award (six months in U.S.A.). In r961 and 1962 sub- 
sidiary awards in the form of short visits to industrial 
centres in Europe were made to all applicants who ` 
succeeded in reaching the nattonal final. 

Originally known as the ‘Apprentice of the Year’, 
the scheme attracted numerous applications in the 
craft and trade sections, but commercial applicants 
were few. The title of the scheme was possibly mis- 
leading, and it has now been changed to ‘Overseas ` 
Travel Awards’. 

The object of the scheme is to select the outstanding 
apprentices and students from industry and commerce 
in the United Kingdom and to offer them, by means 
of travel to, and temporary employment in, other 
countries, an opportunity to widen their experience 
and their education. The successful candidate in the 
commercial section will receive a grant towards 
expenses, a free return passage to the United States, 
and employment will be found for him in his particular . 
trade or profession for a period of six months, com- 
mencing April 1964. During this time he will be given 
ample opportunity to tour parts of America and 
acquaint himself with techniques and methods which 
may differ from those in the United Kingdom. 'There 


‘are also many minor awards for the runners-up. 


Full details of the scheme may be obtained from Mr 
Francis J. Cannon, A.rA.c., Kreglinder Ltd, 
Coleman Street, London ECa. 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The programme for the winter session of the Account- 
ants’ Christian Fellowship opens with a reception by 
the Chairman, Mr D. L. Combridge, F.c.a., next 
Thursday at 6 p.m. After the reception and refresh- 
ments there will be a short address by Rev. Eric Land. 
On October 24th there will be a students’ evening on 


. the subject, ‘Accountable to God’. Rev. Hugh Silvester, 


A.C.A., will open a general discussion on points arising. 

In 1964 the Fellowship has arranged a dinner for 
members and their ladies on January 24th at.the 
Bonnington Hotel, Southampton Row, London WC1. 
On February 26th there will be a showing of the film 
‘A Cry in the Night’ followed by the annual general 
meeting of the Fellowship, and the session will close 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 fines) 


REVALUATION .OF ASSETS 


WORKS, FACTORIES, PLANT & MACHENERY, Etc. 
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on March 19th with an address on “The Christian 
challenge in Africa’, by Dr Ted Williams, from Uganda. 

All meetings except the dinner will begin at 6 p.m. 

the Oak Hall of the Institute of Chartered Account- 

ts, Moorgate Place, London EC2. 

In addition to these arrangements, there will be 
meetings for Bible reading and prayer at 1 p.m. on 
the first Monday of each month. They are held in the 
Holland Room at St Mary Woolnoth Church (Vestry 
entrance in King William Street, EC3), and last about 
half an hour. - 

The object of the Fellowship is to promote fellow- 
ship among Christians preparing for and engaged in 
accountancy and by so doing to seek to extend the 
Kingdom of God. Membership is open to all account- 
ants and accountancy students. The secretary 1s 
R. J. Carter, B.COM., F.C.A., Finsbury Circus House, 
Blomfield Street, London KC 


~ BIRMINGHAM AND DISTRICT SOCIETY OF 
p CHARTERED ACCOUNTANTS 


The 1963—64 session of the Birmingham and District 
Society of Chartered Accountants commences on 
October 1st, with a luncheon meeting at the Imperial 
Hotel followed by a talk on "Ihe survival of sound 
broadcasting in the age of television’, by Mr David 
Gretton, M.A., J.P., assistant head of programmes of 
the B.B.C.s Midland Region. Other meetings have 
been arranged as follows: 


October 24th: ‘What an investment analyst would expect 
to find in a company's accounts', by Mr G. M. Duthie, 
B.SC., C.A. 

October 281h: Sherry party at Union Club, for new 
members of the Society. 

November 5th: Visit to the National Coal Board, Divi- 
sional Computer Centre, Bridgtown, Cannock, Staffs. 

November 26th: “Taxation aspects of amalgamations and 
‘reconstructions’, by Mr D. O. Bailey, F.c.a. 

December 12th: ‘Some reflections of a College Bursar’, 
by Mr Trevor C. Thomas, M.A., LL.B., Bursar of St 
John’s College, Cambridge. 

I964 

january 3rd: Luncheon meeting at the Imperial Hotel, 
followed by a talk on ‘The Institute's public relations’, 
by Mr E. K. Wright, M.A., F.C.A., a member of the 
Council of the Institute. 

January 24th: Annual Ball at Solihull Civic Hall. 

February 13th: "The management structure of Unilever’, 
by SC W. G. Beaton, organization division of Unilever 

td. : 

March 121h: Luncheon meeting at the Imperial Hotel, 
followed by a talk on ‘The work of an issuing house’, 
by Sir Nutcombe Hume, K.B.E., M.C. 

March 19:h: Annual dinner at the Grand Hotel. 

April 3rd to 5th: Week-end conference at Keele Univer- 


sity. 
May 26th: Annual general meeting at Imperial Hotel. 


Except where otherwise indicated, evening meetings 
will be held at the Queen’s Hotel, commencing at 
6 p.m. Tea will be served from 5.15 p.m. onwards. 
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MANCHESTER SOCIETY OF CHARTERED 
ACCOUNTANTS 


The 1963—64 session of the Manchester Society of 
Chartered Accountants opens on October rst when 
the president and members of the committee will 
hold a sherry party for newly-qualified chartered 
accountants in the area. Members of the Society 
wishing to attend should apply for tickets in advance 
from the secretary of the Society. 


Luncheon Meetings 


A series of four luncheon meetings has been arranged 
for the first half of the session commencing next month. 
They will be held at the Chartered Accountants’ 
Hall from 12.45 p.m. Addresses will be given as follows: 


October 14th: "The Trustee Investment Act, 1961’, by 
Mr G. B. Hey, B.A., investment officer, District 
Bank Ltd. 

November rrth: ‘Atomic power’, by Mr C. E. Iliffe, 
The Reactor Group, United Kingdom Atomic 
Energy Authority. 


December 9th: Christmas lunch: no speaker. | 


1964 
January 13th: ‘Public speaking by trial and error’, by 
. Mr A. Edwards, member of The Toastmasters’ 
International. 


Evening Meetings 


A number of evening meetings have been arranged for 
the 1963-64 session and except where otherwise 
indicated will be held at the Chartered Accountants’ 
Hall at 6 p.m. as follows: 

October 23rd: ‘Unit trusts - endowment insurance’, by 
Mr A. W. Fowler, director and secretary, Unicorn 
Securities Ltd. 

November 21st: Annual Dinner at the Midland Hotel. 

December 4th: Joint meeting with members of the Associa- 


tion of H.M. Inspectors of Taxes, at the Old Nag's Head 
Hotel, Jacksons Row, followed by a Hot Pot supper. 


1964, 

January 29th: "The role of finance in the international 
oil business’, by Mr S. R. Harding, F.c.a., deputy 
controller Royal Dutch/Shell Group. (Members of the 
Institute of Cost & Works Accountants, Manchester & 
District Branch, have been invited to attend this 
meeting.) 

March Irth: ‘Current taxation developments of interest 
to the industrial accountant’, by Mr J. S. Heaton, 
F.C.A., a member of the Council of the Institute. 


Discussion Group 


The discussion group will resume its activities next 
Wednesday. The group meets monthly at the Chartered 
Accountants’ Hall at 6 p.m., tea and biscuits being 
available from 5.45 p.m. The honorary secretary is Mr 
M. J. Croll, a.c.a., 46 Fountain Street, Manchester 2. 
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CHARTERED SURVEYORS' EDUCATION 
TRUST 


The trustees of The Royal Institution of Chartered 
Surveyors’ Education Trust have announced that they 
are particularly anxious this year to encourage research 
into the following: 


(i) studies in urban maragement, similar to those already 
undertaken in rural management involving subjects 
such as collateral capital requirements, management 
costs and relationship of rent to capital value; and 

(ii) study of the economics of construction and financing 
of housing. 

Applications should be addressed to the honorary 

secretary to the trustees at 12 Great George Street, 


London SW1, and should contain a statement of 


likely expenditure; the experience and qualifications 
of the applicant; his facilities for research, and — in not 
more than one hundred words — full details of his 
proposals. Grants are available to those outside the 
chartered surveyors' profession so long as they are 
suitably qualified. 


BRITISH INSTITUTE OF MANAGEMENT 
Autumn Seminar Programme 


Meetings of the British Institute of Management's 
autumn seminar programme have been arranged as 
follows: 


September 24th, “The computer and marketing’. 


October rst, "The payment of wages — by cash or by 
cheque?" 


- October 3rd, "Management control systems’. 


October 16th, ‘New methods of industrial financing: (a). 


Leasing equipment; 
credit finance’. 


October 22nd, ‘Computers and their ECH to 
business problems’. 


October 29 th, ‘Integrated planning and D 


November 28th, ‘Computers and management decision 
: making’. 
Further details of these activities may bie obtained 
from the conference secretary, British Institute of 
Management, 80 Fetter Lane, London EC4. 


(b) Factoring sales; (c) Trade 


O.E.C.D. ECONOMIC SURVEYS 


Four further booklets in the 1963 series dealing with 
economic conditions in member and associated 
countries of the Organization for Economic Co- 
operation and Development have recently been issued 
covering the United Kingdom, the Belgium — 
Luxemburg Economic Union, Norway and France. 
Copies of the booklets are obtainable from H.M. 
Se Office, price 3s each. 
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OVERSEAS TRADE GUIDES 


Three further: booklets in the series These Are Yo 
Markets have been published by the Westminst 
Bank covering business opportunities in Indi 
Pakistan and Japan. The series already include 
Australia, New Zealand and South Africa. The guides 
contain summaries of the respective countries’ economic 
situation, business opportunities, procedure and 
regulations as well as the addresses of British Trade 
Commissioners and Chambers of Commerce. 

Copies of the booklets are obtainable frorn the 
public relations department, Westminster Bank Ltd, 
41 Lothbury, London EC2. 


UNION OF CHARTERED ACCOUNTANT 
_ STUDENTS’ SOCIETIES 


Members of students’ societies are reminded that all 
students’ societies welcome to their meetings mem- 
bers of other societies who are temporarily in thei 
area. | 


— There is also an arrangement for transfer of member- 
ship without additional fee for members who per- 
manently change their district. The interchange should 
be carried out through the secretaries of the societies 
concerned, Students’ societies hold meetings in the 
following towns: 


Bedford, Birmingham, Blackpool, Bolton, Bourne- 
mouth, Bradford, Brighton, Bristol, Cambridge, Can- 
E Da Cardiff, Carlisle, Chester, Colchester, Coventry, 
Darlington, Derby, Dorchester, Eastbourne, Ewell, 
| Exeter, Grimsby, Guildford, Halifax, Hastings, Hereford, 
Huddersfield, Hull, Ilford, Ipswich, Kettering, Leeds, 
Leicester, Lincoln, Liverpool, London, Luton, Maid- 
" stone, Manchester, Margate, Middlesbrough, Newcastle 
upon Tyne, Newport (Wi, Northampton, Norwich, 
Nottingham, Oxford, Peterborough, Plymouth, Ports- 
mouth, Preston, Reading, Redhill, Scunthorpe, Sheffield, 
Shrewsbury, Sittingbourne, Southampton, Southend, 
Stockton-on-Tees, Stoke-on-Trent, Sunderland, Swansea, 
Taunton, Torquay, Truro, Tunbridge Wells, West 
Hartlepool, Wolverhampton, Worcester, York. 


ESTATE DUTY RATES - 
Corrections 


It is regretted that a transposition of figures occurred 
in the scale of estate duty rates given on page 295 in 
The Accountant of September 7th: the third item in the 
third marginal rates’ column should be amended to 
£7,072 3s 4d. In line sixteen in the agricultural pro- 
perty section of the table, the amount should be 
£51,362 4s 7d — not £51,362 3s 7d. 
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Report on Decimal Currency 


T is quite clear from the Report of the Committee of Inquiry 
[o Decimal Currency published this week! that their recom- 

mendations have been conditioned aboveall by the international 
reputation of the £. Their attitude is summed up in the following 
sentence: ‘We concluded, therefore, that, if the domestic 
arguments for and against a £ system, as opposed to rival systems 
such as ros-cent, were only marginally unfavourable to the 


. former, and if the margin consisted in the main of small and 


temporary rather than considerable and lasting differences, then 
the "international" case must tilt the scales decisively in favour 
of a £ system.’ Four out of the six members of the committee 
considered that the scales were tilted that way and they have 
come out in favour of the £ system. | 

The committee was appointed in January 1962 under the 
chairmanship of THe EARL or HALSBURY to recommend what form 
a decimal currency might take, how it might be introduced and 
what its introduction might cost. It was not asked to give an 
opinion as to whether the currency should be decimalized.: 
. Cleavage of expert opinion there has been all along about 
different systems and this. bas been reproduced. in the report. 
City opinion led by the Bank of England has given solid support 
to the £ system in evidence before the committee and the 
majority of four has, not, it would seem, without a good deal of 
heart searching, come down on that side. It is of interest that 
among the five members of the committee, excluding the 
chairman, it is the industrialists (one of whom is a chartered 
accountant) who have signed the minority report favouring the 
ros unit system. The statistician, the trade union representative 
and the banker all voted with the chairman. The minority of two 
argued with clarity about the simplicity of the 10s unit system, its 
easier comprehension by all sections of the public, other countries' 
experience and the logical fact that a unit of account half the 
nominal value of sterling need not affect the external value of the 
British currency. With all these points the majority would in sub- 
stance agree but they think that logic is far from all that is involved 
and that the risk to sterling is too great to take if its nominal value 
is tampered with. | EM | 

After a preliminary investigation the committee studied in 
detail the merits of four alternative systems  — the £-cent, 


. ros-cent, 8s 4d-cent and the 5s-cent. They judged each one in 


eee ene 


halfpenny needed and likely to remain so? Second: What will be the 
t Cmnd 2145. .M.S.O. Price ze 
till 
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effect of decimalization on prices? Third: How 
important is easy 'associability between old and 
new systems? Fourth: How strong is the 
‘international’ case for the pound? 

Briefly, they considered that the halfpenny has 
only a short-term custom-and-convenience signi- 
ficance. They did not think that any modest 
increase in prices which abandonment of the 
halfpenny might involve were serious enough to 
make the case for the 5s-cent system. Associ- 
ability problems were considered under two 
headings, judging prices and paying sums. On 
judging prices they gave the highest marks in 
order to the tos-cent system and the f-cent 
system. Psychological tests were carried out as 
an aid to this investigation. On coin manipulation 
and recognition the {-cent system scored lowest, 
but over associability as a whole the committee 


thought that these were temporary issues and that . 


familiarity would breed ease of use. On the 
‘international’ case the {-cent system won easily. 

From a machine point of view they gave first 
place for ease of adoption to the tos-cent 
system closely followed by the f-system. By 
this time, following a process of elimination, 
these were the only two runners left, with 
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the ‘international’ argument giving. the {-cent 
system a clear lead. It was felt, however, tha 
there could be no recommendation for a £-syster! 
which offered no coin of lower value than 24d, 
and therefore their final choice lay between a 
two-pause variant of the f-system called a 
{-cent-4 system and the 10s-cent system (the units 
required in these two systems are compared in 
the table on the opposite page). The minority 
report makes a good deal of play about the 
difficulty with the f-cent-j system of getting a 
coin of sufficiently low denomination. 

The coinage recommended is a compromise 
between the long-term ideal requirements of a 
decimal system and transitional needs. Their 
proposals are summarized as follows: 








£sd Diameter Weight 
Denomination value Metal Edge (inches) (grains) 
$ cent vzd bronze plain 675 27°5 
I cent 24d bronze plain '800 55 
2 cent 48d bronze plain 1'020 IIO 
5 cent I$ cupro- milled ‘920 87:27 
nickle (shilling) 
IO cent 2s cupro- milled 1'122  174'55 
: nickel (florin) 
20 cent 45 cupro- milled 1'420 349.09 
nickel (Victorian 
double- 
florin). 


A. good deal of thought has been given to the 
problems of transition for such institutions as 


CONVERSION COSTS FOR BUSINESS MACHINES (1967 CHANGE-OVER) 


uin iila. | sss. E 


(a) (5b) (c) (d) 

Total In Total in | Normal 
use in use by life 

Type of Machine 1962 [967 years 

I. Cash Registers zx 420,000 565,000 [5 
2, Adding Machines 376,000} 640,000) I2 
3. Accounting Machines a 80,000 103,000 [0 
4. Punched Card Equipment .. m 7,400 8,700 10 
5. Calculating Machines.. 24 T" 94,000 76,500 I2 
6. Franking Machines .. ae T 49,700 75,000 12, 
7. Cheque Writers is ee e 5,700 7,700 12 

8. Price Computing Scales — .. we 315,000 12 — 

9. Price Computing Petrol Pumps 54,500 

IO. Taximeters  .. DÉI DÉI DÉI 23,500 15 
II. Ticket Issuing Machines — .. is 64,000 i2 


i2. ee (with price fontput: 2,700 
ing charts) .. +e ve 
Totals .. 1,935,600 





(e) (f) 
Number and | Number and 






















(ei (b) B Ü 





percentage | percentage Cost of [Number for Cost of 
of (c) within | of (e) for | Conversion | Replacement! Replacement| Total Cost 
normal life | conversion £ £ £ 
414,000 279,500 | [8,995,000 134,500 | 5,709,000 | 24,704,000 
73%) | — (6/99 
528,500 427,000 | 10,148,000 101,509 | 1,724,000 | 11,872,000 
83%) | (092 | - 
78,000 72,000 | 18,177,000 6,000 | 1,987,000 | 20,164,000 
(75%) | 02% 
7,000 7,000 | 1,460,500 — — 1,460,500 
(82%) | (100%) 
48,000 32,500 | 1,542,500 15,500 575,000 | 2,117,500 
(63%) | — (682) 
59,500 56,500 886,500 3,000 30,000 916,500 
(79%) | (9592) 
4,600 3,800 172,500 800 29,000 201,500 
60%) | — (839 
247,500 | 235,500 | 1,317,000 12,000 199,000 | 1,516,000 
(75%) 
54,500 4,5 2,125,500 — — 2,125,500 
(10075) (10075) 
19,500 9,5 166,500 — — 166,500 
(83%) 
60,000 59,750 520,000 250 1,000 521,000 
(4%) 
~ 2,700 2,700 16000]  — ~ 16,000 
` f10075 (10075) 
.1,523,800 | 1,250,250 | 55,527,000 273,550 | 10,254,000 | 65,781,000 4 


/ 


ys (say) £66 milli; 
f 
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the banks, public transport undertakings and also 
etailers. Attention is also drawn to educational 
[s and the need for a large publicity 
drive with the general public. They recommend 
the appointment of an Executive Board to 
supervise and keep under constant study the 
problems of phasing and transition. 

The committee tackled the question of cost by 
pointing out that there are two kinds. Some costs 
are non-measurable such as staff training, 
alterations to financial records, revision of 
clerical procedures, revised price structures and 
wage rates, stationery and textbooks. A certain 
amount of reassuring evidence about these has 
been obtained from South Africa. . | 

Measurable costs have been estimated on 
three alternative assumptions. They advise the 
change-over in February of a year and if this 
were done in 1967 they would put the cost of 
converting business machines at £66 million (see 
table on page 374), coin-operated machines at 
£161 million, coinage costs at £224 million and 
bank high-speed change-over costs and general 
administration at ` {4 million, a total of 109 
million. A year later the whole operation might 
cost £114 million and in 1970 about £128 million. 
In other words the longer the delay the more it 
would cost. 

Whichever system is adopted a god deal of 


the committee’s work will stand. It has aired the . 


issue thoroughly. In the end the decision to 
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THE £-CENT-3 AND 10s-CENT SYSTEMS 


The two currency systems compared by the Committee in 
making their fi nal choice: 


` f-cent-$ IOs-cent 
(a) Units of account: 
Value of major unit es £i Jos 
Value of minor unit or ‘cent’ 24d [-2d 
plus a $ cent value 


10 units (£5 note) 
| 2units (£1 note) 
| unit (10s note) 


(b) Banknotes needed 
50c. (10s fore) 


25c. (half-crown) 


(c) Coins needed . [20c. new coin (4s) 
19c. (florin) 20c (florin) 
5c. (shilling) 10c. (shilling) 


5c. (sixpence) 

2c. new coin (24d) 

Ic. new coin (12d) 
(2* new coins in all) 


2c. new coin (4:8d) 
lc. new coin (2-4d) 
Ac, new coin (12d) 
(4 new coins in all) 





(d) New coins needed on ‘D-day’ $c, le, and 2c. . le. and 2c. 
(3 in all) (2 in all) 
(e) Present coins eventually lost 2s 6d (12-5c.) 
6d (2-5c.) 
3d (1-25c.) 3d (2-5c.) 
Id (-417c.) Id (-833c.) 
$d (-208c.) Ad (:417c.) 
(5 in all) (3* in all} 





* For the 10s cent system it was assumed that the half-crown would remain 
as a 25 cent coin, 





decimalize will be a political one and those 


who take it will say they have to assess risks, 


especially on sterling abroad. The result may not 
be the best domestic solution. 


The Seven Deadly Taxes 


by JOHN R. PERRIN, M.B.A., Ph.D. 
Lecturer in Industrial Economics, University of Nottingham 


auspices of the Chancellor of the Ex- 

chequer consideration is being given to the 
reform, or modification, of business taxation. 
The catalyst is presumably the threat of still 
greater Common Market export competition, and 
the immediate tax problem facing Britain is to 
increase the proportion of business taxation that 
can be rebated on export goods (as clearly argued 
by G. H. Sharman in The Accountant of February 
23rd last). In this article it is the intention to 
discuss briefly some of the more important impli- 
cations of seven types of business taxation that 


f 


Rer will know that under the 


the Government, management, and accountants 


should be scrutinizing closely in the months 
ahead. 


Company Income Tax 


To the extent that company profits are paid out 
as dividends, company income tax (unlike the 
American corporation income tax, for example) 
is essentially a P.A.Y.E. tax, or withholding tax, 
on the unearned income of shareholders. But to 
the extent that this tax is levied on profits retained 
in the business and not paid out as dividends, 
then it is a business tax. 


376 


Economists would argue that the portion of 
income retained in companies should be taxed at 
at least as high a rate as the portion of income 
paid out in dividends, as otherwise boards of 
directors and shareholders would be sorely 
tempted to pay out an even smaller proportion 
of company income as dividends, thus reducing 
the funds available for investment through the 
market in new or growth firms which may be 
able to make a greater contribution to expansion 
of the national economy than the average firm 


can achieve by ploüghing back a large part of its - 


own profits. Anyway, as a political matter, it 
would seem quite impossible to alter the company 
income tax except through marginal mane in 
the standard rate of tax. . 


Profits Tax 


Profits tax is a true business tax, but unfortunately 
it is levied indiscriminatély on profits from both 
domestic and export trade. It has been presumed 
that this tax cannot be rebated on export trade 
because: 


(a) of probable conflict with international trading 
agreements; and ` 
(b) the apparent impossibility of determining the 


true proportion of company profits arising from 
export trade. 


Firm A. may bave'a large domestic market 
from which it recovers all its fixed overheads; 
and if it 1s internationally competitive and can 
sell abroad at the same price as on the domestic 
market, then its marginal net profits arising from 
export sales may be very large indeed. On the 
other hand, firm B. with a weaker home market 


and a less competitive product, may export at a. 


price below the domestic price, and may earn 
very little marginal net profit from export sales. 

These two firms represent opposite extremes, 
of course, but even for more typical firms the 
task of determining profits from export sales 
would be formidable — as absorption cost account- 
ants would produce different profit figures.from 
those produced by marginal cost accountants or 
economists. 

As a bold measure, though quite insupportable 
under accounting theory, the Government could 
prescribe that export sales profits would arbitrarily 


be calculated as the same proportion of total >` 


operating profits that export sales are of total 
sales, and that firms should pay no profits tax on 
these arbitrary export sales profits. The effect of 
such a rule would be to give tax relief on a profit 
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figure that was actually somewhat lower than true 
marginal export profits for firms like firm A. i 
the example cited above; whilst firm B. an 
similar firms would get tax relief on an arbitrary 
profit figure in excess of the true marginal export 
profits. Such a prescription would be easy to 
administer and would provide some marginal 
inducement for firms facing competitive difficulty 
in export markets to increase their export efforts 
—either through slight price reductions or 
intensified export sales development expenditure. 

Presumably, though, it would be both more 
practicable, and more honest, to completely 
abolish profits tax for the sake of the nation's 
export competitiveness, and to substitute indirect 
business taxation of a type where the tax on 
export sales can be simply and ‘unequivocally 
rebated. 








Payroll Tax 
This tax is one of several indirect taxes employed 
by the pragmatic French (basic rate, 5 per cent) 
because payroll expenditure, unlike profits, can 
be ascertained with relatively limited, opportunity 


for uncertainty or evasion. This tax has been 


suggested previously in Britain on the grounds 
that it would discourage labour hoarding. Unless 
the tax rate were set at quite a high level, though, 


it is by no means certain that a payroll tax would 


lead to any substantial reduction of labour hoard- 
ing, and in any event the present employment 
situation suggests that, on balance, we.should 
presently be concerned more particularly with the 
hoarding of only one kind of labour, skilled labour 
and technologists — the shortage of which is one 
key limiting factor in our potential rate of national 
economic growth. 

It has been. argued that we must coerce industry 
to become more capital intensive through 
mechanization and automation, but we have now 
an all too clear picture of the social upheaval 
being caused in the United States by mechaniza- 
tion and automation proceeding more rapidly 
than it is practicable to re-train and re-employ 
labour made redundant. The American experi- 
ence even suggests one use for a modest payroll 
tax of, say, I.per cent; the proceeds could be used 
as a direct source of finance for a national pro- 
gramme of redundancy compensation, re-training ` 
allowances, expansion of technical teaching 
institutions, and investment in the redevelopment 
areas. 

A possible risk of any substantial rate of payroll 
tax would be that British goods sold at the 


‘component or semi-finished stage of production, 


September 28th, 1963 


y 


H 
LI 
D 
a 
i E 


a . | 
ACCOUNTANT XIX 





IS READY TO DISCUSS. 


with professional accountants and advisers ways and 
means of financing small and medium sized companies 


Finance can be provided in the form best suited. 
to a company's needs 


ICFC's Branch Managers are willing at all times to 

discuss financing problems, and to place their experience 
freely, and — at the disposal of the professional 
adviser - 





"Capital for Business', and available literature, 
will be sent on request 


^ Dnata 


€ Commercial 


Finance 
Corporation Lid 


Shareholders: The English and Scottish Banks 


Piercy House, 7 Copthall Avenue, London EC2 
National 4040. 


` and branches in industrial centres 


XX ` 





FORMS 













WILKES. 
FORM FEEDING « 
AND HANDLING ` 
EQUIPMENT 


WILKES 


CONTINUOUS 
FORMS 
FOR ALL 
DATA 
PROCESSING | 
MACHINES 





OLYMPIA 


SEPT. 30 
TO OCT. 9 


JAMES WILKES LTD 
BILSTON, STAFFS. | 
PHONE BILSTON 42961 


M 


2 


* 


THE 
ACCOUNTANT September 28th, 1963 


WILKES 
BUSINESS 


FOR EVERY 
PURPOSE 








$ 


BIND’ Padding 


paper fastener that 


ACRAL points to office efficiency on 
stand No. lI at B.E.E. 














Save 80 per cent 
cost with complete 
. protection. 

Speedy, simple, safe 
CHEQUE WRITERS 
and SIGNERS, hand 
or electric for all 
sizes of business. 


"THERM-A- 


and Binding 

Machine. Jog- 
ing, clamping, 
drying in one 


complete unit. 


sw Al 
"THERM-A- 
BIND' 
COLLATOR 

Table b 

or stand 

models, 

6, 8, 10, or 12 

stations. 





'PAPERINA' — the 


uses no staples. The 
only one in the world. 
No refills to buy. 
Nothing to jam — the 
first cost is the last. 





ACRAL LIMITED 
SENTINEL HOUSE 
SOUTHAMPTON ROW, WCI 


Telephone: HOLborn 0841/2 








September 28th, 1963 


and involving a high proportion of labour cost, 
rould become less competitive with imported 
roducts from countries where no payroll tax, 
r other indirect taxation of export goods, was 
added to the price. 


.T.V.A. 


T.V.A., or tax on value added, is another tax 
popularized by the French. French firms at all 
stages of production through to the wholesale 
stage are liable for a 20 per cent tax on the sales 
price of their goods. Importers also pay this tax. 
Sales price is taken as including the tax, so that 
_ the effective rate is 25 per cent on the sales price 
before tax. 'T'he firm is permitted to offset the tax 
shown on its purchase invoices, and so the net tax 
| liability of the firm is for 25 per cent tax on the 
value added — value added being interpreted to 
include profit as well as costs. Sharman, in the 
article previously referred to, shows clearly how 
export sales are handled under T.V.A. on a tax- 
free basis, and I should only like to add that it 
appears that French exporters can also claim 
certain tax rebates on the T.V.A. paid on capital 
goods purchased and used for EES of 
export goods. 

Britain could respond to the SE of the 
Common Market by introducing T.V.A., perkaps 
using it to replace profits tax, or alterna. Y, 
purchase tax. But it does not seem logical duat 
T.V.A. should replace purchase tax alone, since 
the latter tax is already rebated on export goods, 
and so this tax change would not increase export 
competitiveness. Instead, it would only add to the 
costs of collection, since there would be perhaps 
as many as twelve times as many firms paying 
TVA tax as now pay purchase tax. It seems more 
logical that T.V.A. should replace profits tax, 
on which there is presently no relief or rebate 
possible to exporters, or even that T.V.A. should 
replace both profits tax and purchase tax if a 
more ambitious rationalization were attempted. 

It has been suggested that if a payroll tax were 
introduced, the combination of payroll tax plus 
profits tax would approximate to a T.V.A. Fair 
enough, provided that the profits tax and the 
payroll tax were set at the same tax rate. But if 

- profits were taxed at, say, 10 per cent, and if 
payrolls were taxed at 4 per cent, the effect would 
be to tax efficiency (i.e. high profits) more heavily 
than inefficiency (i.e. high payroll costs). There 
would also still be the problems that profits tax 
would not be rebated on export sales, and that 
verification of rebate entitlement for payroll taxes 
would be more expensive and difficult than for a 
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straightforward T.V.A., except in the unusual 
case where the whole of a EES 's production 
was exported. 


Turnover Tax 


The órdiaty turnover tax, as experimented with 
on the Continent, consists of a flat-rate tax applied 
to every sales transaction at all stages of produc- 
tion, without any relief being given for tax 
previously paid in earlier transactions. Very 
probably all the Common Market countries will 
abandon this tax in favour of the 'T.V.A. It has 
two major disadvantages: 


(1) it is difficult to arrange for a complete rebate of 
tax on exported goods where the goods have 
passed through several sales transactions within 
the internal economy; 

(2) if the tax rate is more than nominal there is 

- created a tremendous tax incentive for vertical 
integration of firms to reduce the number of 
taxable sales transactions. 


‘These disadvantages should be decisive in 
rejecting the tax. Vertical integration, for example, 
while in many specific instances it may actually 
increase efficiency, at least in the short run, is not 
a characteristic of the economy that all of us 
would wish to see become too widespread, as it 
somewhat contradicts the doctrine of specializa- 
tion, and more important, as it introduces rigidi- 
ties through tying end-product producers to 
specific materials and sources, and also may make 
the entry into the competitive market of new 
producers, whether primary, intermediate, or 
end-product producers, more difficult. 


Purchase Tax 


This is the tax which we all know too well, 
particularly as regards the motor-car. As car 
buyers we know the tax is too high, but as drivers 
in present-day traffic we also know the tax is too 
low! 

Purchase tax seems to possess the following 
advantages: 


(a) goods are exported free of tax; 
(b) collection points (end-product e | are 


‘fewer than would be the case with T.V.A. or 
payroll tax, and collection costs are thus more 
modest; 


(c) British-made primary and intermediate products 
bear no tax and therefore remain as fully 
competitive as possible with imported goods. 


The principal disadvantage of purchase tax 
would seem to lie in the public image of the tax 


378 : 


as.a Government device.for interference in the 
free market economy. But surely this could be 
overcome by the Government publicly stating 
that purchase tax would henceforth be used only 
as a straightforward revenue-raising tax. If the 
public relations experts thought it necessary, the 
name could even be changed, say, to producers' 
sales tax! One single rate of tax could be levied 
on all end-products, with certain specified exemp- 
tions presumably including foodstuffs, the con- 
struction industry, and probably industrial equip- 
ment. If the end-products of the latter two 
industries were not exempted, then it should not 
be too difficult to arrange tax rebates to firms in 
the same proportion that export sales bear to 
total sales. 


Retail Sales Tax . 


This tax, frequently used in other English- 
speaking countries and in the Common Market, 
has the notional advantage that the tax base is 
much larger (including the retail mark-up, and 
also often service trades’ revenue as well), and 
therefore the tax rate can be set at a lower 
percentage rate than for a production tax designed 
to raise.the same revenue, The main disadvantage 
lies in the tremendous number of collection and 
assessment points. The records kept by many 
small traders do not facilitate economical tax 
collection! But as we change more and more to 
large and multiple retail trading units, it should 
become relatively easier and more economic to 
collect.a retail sales tax. 

Considering the political implications, how- 
ever, such a tax is probably a non-starter at 
present. Furthermore, its introduction would 
probably cause at least short-run cost-of-living 
inflation because it seems doubtful that manu- 
facturérs and. wholesalers’ prices would dro 
down quickly enough following the abolition of 
purchase tax and/or profits tax to permit retailers 
to sell at approximately the same total retail price 
(including tax) as before the introduction of the 
retail sales tax. 


Conclusions 


What changes should we make in out business 
taxes? I suggest that company income tax must 
remain but that profits tax must go. ` 

- What tax should replace the revenue lost 
through abolishing profits tax? In order of 
personal preference, I suggest either a reformed 
purchase tax at a single rate applying to a wider 
variety of goods, or else a TVA. Both taxes 
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would make some contribution to encouraging 
export sales, when combined with the abolitio 
of profits tax, and neither tax would give ar 


advantage to the importers of foreign-madOP* 


primary or intermediate products. The marginal 
advantage of purchase tax lies in its greater 
simplicity, and in the saving of Government 
expenses through having fewer tax collection 
points. 

Whatever changes may be made in: business 
taxation in Britain, there will be side-effects of 
considerable importance to many firms. For 
example: 


(1) a payroll tax would work to the relative dis- 
advantage of firms whose cost structure 
included a higher proportion of labour costs 
than was typical for its direct competitors and 


for the producers of substitute goods (indirect ~ 


competitors) ; 


(2) given two firms where the return on capital was 
equal, but the return on turnover was widely 
different (e.g. a grocery wholesaler and a ship- 
yard), the firm with the lower rate of return on 
turnover would acquire a significantly larger 
tax liability, and the other firm a lower tax 
liability, if profits tax. were replaced by a 
T.V.A. designed to raise the same total revenue; 


(3) the introduction of T.V.A. or payroll taxes, or 
the enlargement of the tax base for purchase 
tax, combined with the abolition of profits tax, 
would cause a redistribution of tax liability 
among different industries, and even among 
different firms in a given industry, so that 
managers would have to review their price 
policy with regard to passing on tax savings or 
increases to customers, bearing in mind the 
probable behaviour of competitors and the 
elasticity of demand for their products; 


(4) according to the detailed .arrangements made, 
more or less working capital might be required 
following a redistribution of the tax burden; 


(5) additional clerical procedures and expense we 
be required to deal with any new forms of 
indirect taxation imposed. 


. The possibility of substantial modification of 
our business tax structure is now sufficiently real 
that it would appear wise for management- 
minded accountants to consider very carefully 


q 


the implications of each of the seven deadly taxes ~ 


for their own firms, and to forewarn their manage- 
ments of such of the implications as may be 
important for planning successful future strategy. 


[N.B. - The author wishes to acknowledge the courtesy of 
Messrs Arthur Andersen & Co in supplying certain factual 
information used in this article. All the opinions expressed, 
however, are strictly and solely those of the author.] 
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ANY accountants both in practice and 
in commerce will be directly concerned 
with the new Offices, Shops and Railway 
Premises Act, which is designed to improve the 
conditions under which employees work in 
offices, shops, and other specified premises such 
as offices in hospitals, schools and clubs; all 
wholesale premises, mail-order businesses, res- 
taurants, cafés, coal depots, railway stations and 
other non-industrial railway premises. Some idea 
of its scope may be gathered from the number 
of offices affected. This is about four hundred 
thousand, employing some four million employees. 
In all, the Act covers some eight million 
employees, or 35 per cent of the whole working 
population. 
. The conditions of work of those who are 
self-employed are not directly affected by the 
Act, Ir will, however, affect the conditions of all 
employed as clerks and typists in accountants’ 
and other offices. In a year's time, the first 
inspections of premises will be taking place to 
E the provisions of the Act are being complied 
with. 

When small boys were climbing chimneys to 
sweep them at the end of the eighteenth century, 
there were murmurings of protective legislation 
' for employees. The great work of the 1830s 
developed, statute upon statute, until a vast 
amount of protection had grown for the factory 
worker. All this passed the office employee by, 
and although 161 years had elapsed since the 
first factory law, he was still completely unpro- 
tected at the beginning of 1963. 

Now the picture has radically changed. The 
new Act provides comprehensive protection in a 
variety of ways. Whether as an employee due to 
benefit from the new legislation, or as an 
employer who has to meet the requirements, it is 
necessary to have some knowledge of the main 
provisions. 


Amenities for Employees 


First, all premises, fittings and furniture must 
be kept clean, all floors and steps being required 
to be cleaned at least once a week. Rooms in 
which employees work must be properly venti- 
lated, either with adequate supplies of fresh air, 
or by effective air conditioning. 
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Lighting must be sufficient and suitable. ‘This 
requirement extends to passages, corridors and 
filing rooms. The Act does not lay down any 
scientific standards of light intensities, but it is 
open to the Minister of Labour to make later 
regulations on this point. 

A specific standard is, however, required in 
the provisions for space heating. All rooms must 
be kept above a minimum temperature of 16°C 
(60-8"F) after the first hour of work. Ther- 
mometers must be placed on all floors so that a 
check may be kept on the temperature. No 
method of heating may be used which allows 
fumes or gas to escape into the room and thereby 
offend employees. (One problem not dealt with 
in the Act is how in winter to provide adequate 
supplies of fresh air and at the same time keep 
the temperature above 16?C.) 

No room shall be so overcrowded as to cause 
risk of injury to the health of employees working 
in it, and in deciding this, regard must be had 
to desks, filing cabinets and the like in the room. 
An adequate amount of space must be provided 
for employees. This is defined in the Act in such 
a way that if a room has one employee working 
in it, it must have at least forty square feet of 
floor space — or 400 cubic feet if the ceiling is 
lower than.ten feet. If two employees work 
in the room it must have at least eighty square 
feet, or 800 cubic feet and so on, For offices in 
use as such which failed to meet these require- 
ments when the Act was passed, an additional 
period of three years.is allowed to enable 
employers to make modifications or find new 
premises. This extra period is not granted, 
however, in respect of any' offices brought into 
use after the passing of the Act. 

The period is ‘additional’ to the one year which 
must elapse before the provisions of the Act are 
brought into effect and the inspectors begin their 
tours. During this first year, local authorities 
have to arrange for the administration of the 
Act and train their inspectors. It is also pro- 
vided to give employers time to make such other 
changes as are necessary to meet the requirements 
of the Act. 

Further obligations are the provisions of 
suitable sanitary conveniences and washing 
facilities. These must be kept clean and properly 
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maintained. They must be adequately lit, and in 
the case of sanitary conveniences, ventilated. 
Washing facilities must include a supply of 
clean running hot and cold water, and soap and 
clean towels or some other suitable method of 
drying. 

. Drinking water, as well as water for washing, 
must also be available. This must either be 
available from a jet from which employees can 
conveniently drink, or alternatively there must 
be sufficient cups or glasses or other containers. 
Clean water must be provided for washing these 
containers out after use, unless they are paper 
cups of the kind that can be discarded. 

The Act requires proper arrangements to be 
made for overcoats and raincoats to be hung up, 
together with reasonable arrangements for drying 
out such clothing. 

For employees who sit at office desks, seats 
must be provided of a design, construction 
and size suitable for the occupants. Foot-rests 
are to provided if the employee cannot 
otherwise conveniently rest his feet on the floor. 


Safety Provisions 


Floors, staircases and corridors must be soundly 
constructed, properly maintained, free from 
obstruction or anything on which a person 
might slip. Handrails must be provided on all 
staircases. If the staircase has an open side, the 
handrail will have to be on that side, together 
with some means of closing the gap between the 


rail and the staircase through which an employee * 


might slip. If the staircase has two open 
sides or is exceptionally dangerous, it is 
required to be guarded with a handrail on both 
sides. 

. Accountants and others concerned with mech- 
anization will doubtless be interested in the new 
requirements for guarding against the risk of 
injury from contact with machinery. Young 
employees under 18 must not be allowed to 
clean any machinery if doing so exposes them to 
: the risk of injury. No employee of any age may 
work a machine which the Minister decides has a 
dangerous element ‘to it, without adequate 
supervision and training. 

First-aid boxes must be available in all office 
premises and must be in the charge of a respon- 
sible person. There are more stringent first-aid 
requirements where the number of employees 
exceeds one hundred and fifty. T 

Fire precautions are strict. All premises must 
have an. appropriate means of escape in case of 
fire. (Even factory legislation does not go as far 
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as this, requiring a means of escape only in 
certain premises.) All premises under the Act , 
must be provided with appropriate fire-fightin 
equipment ; and no exits from the premises shall b 
locked or fastened in such a way that they cannot 
immediately be opened from the inside. 

Premises with more than twenty employees, or 
ten working other thàn on the ground floor, are 
required to obtain a fire certificate from the local 
fire authority — usually the county council or 
county boroügh council On such premises 
fire-alarms must be provided, and employees 
must be familiarized with the means of escape and 
the routine to be followed in case of fire. | 

So far, it has been assumed that the employer 
is responsible for providing the amenities and 
safeguards which the Act lays down. In most 
cases this will be so, since the employer will be ` 
the occupier of the premises, for it is the © 
occupier upon whom the Act puts the responsi- ` 
bility. In certain cases, however, where only part 
of the premises are offices, the occupier of the 
office portion will not. be responsible for the 
whole of the requirements of the Act; part will. 
fall on the owner of the whole building. Thus the 
owner will be responsible for the cleanliness,. 
lighting and safety of common parts, such as 
corridors and staircases used by employees for 
access, to the office part of the building. He will 
also be responsible for failure to provide sanitaty 
conveniences, washing Pol and certain fire 
precautions. 


Exemptions and Enforcement 


In special circumstances, the Act authorizes 
the Minister to exempt any class of premises 
from the sections relating to overcrowding, 
temperature and the provision of sanitary con- 
veniences and washing facilities. Local authorities 
may also exempt premises from the same sections, 
except that in the case of washing facilities the 
exemption is limited to providing running water. 
Exemption is limited to a maximum of two years, 
with the possibility of extension. It has been made 
clear that exemptions will only be granted in ` 
special cases ~ such as not being able to supply 
running water where there is no mains supply. 
Individual hardship, such as being unable to 
obtain permission to extend premises to comply 
with the overcrowding provision, will be unlikely 
to sway authorities into granting exemptions. 
Furthermore, no exemptions of any kind can be 
made without an opportunity being given to the 
employees concerned to put forward their views. 
Administration of the Act by local authorities, 
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BOARDING HOUSE 
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in fact, wherever there are 


INCOMPLETE ! 
RECORDS 


Unqualified and ]unior staff 
produce proved results in half 
the time with the SWEDA 
analysis machine. 

incomplete records are always a 
headache, yet they are the life 
blood of many a practice, partic- 
ularly in provincial areas. The 
routine task of detailed analysis 
ties up qualified staff for many 
valuable hours. With SWEDA, 
the job can be done in half the 
time, providing full working paper 
information with 10095 accuracy 
and fully proved results. Apart 
from this particular application 
many others including wages, 
petty cash, ledger balances and 
dividends can be done far quicker 
on the SWEDA. Available for 
outright purchase or on econ- 
omical rental terms. Attach the 
coupon to your letterheading and 
post today for full details, 





| ELIMINATE TIME WASTING 
SÉ MANUAL ANALYSIS WITH 
SWEDA 
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Please let me havea demonstration of the SWEDA 
Accountants Analysis Machine. . 
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Sweda House, 5 Lower Belgrave Street, London SW1 
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Due to the continued 


expansion of the Group the 
REGISTRATION DEPARTMENT 
EH will move to 


MALVERN HOUSE 


72 Upper Thames Street - London E.C.4 
the telephone number remains, MINcing Lane 1050 
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is in contrast to the central inspectorate used for 


factories. The local authorities concerned are the 


nty borough councils, and county district 
ncils, ie: borough, urban district and rural 
strict councils. In London the metropolitan 
oroughs will be responsible for enforcement, 
apart from the City, where the Common Council 
will be the appropriate authority. It will not be 
an easy task for local authorities whose expérience 
in such matters is very limited. To ensure 
uniformity in enforcement standards a small 
central inspectorate is to be set up. The effective- 
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ness of the whole Act depends upon the efficiency 
with which inspections and enforcement pro- 
cedures are carried out. 

Failure to comply with a requirement will be a 
criminal offence, punishable by fine. Where an 
employee is injured as a direct result of non- 
compliance, he will be able to sue his employer 
for damages without having to prove negligence. 

The Act has almost xoo per cent application 
to all offices and affected premises in England, 
Scotland and Wales. There are few measures, 
apart from financial ones, with such a scope. 


Financing an Accountant's Practice 


Introduction 


PAPER on this subject might ramble over a 

very wide field, but it seems that an approach 

from the viewpoint of the life cycle of a 
qualified accountant may perhaps give a general 
direction to the considerations arising. 


2. At the outset, there may arise the problem of 
providing finance for the purchase of a share in an 
established practice, both for the capital required and 
for the goodwill, or there may arise the problem of a 
sole practitioner providing his living expenses whilst 
he builds up his earning capacity. 

3. There next impinge the problems of containing 
the ever-growing demand for more and more capital 


"which follows an increasing business. A similar 


problem occurs in a static business when the pur- 
chasing power of the currency is continuously de- 
preciating. Where both these factors are present, the 
problem of financing the practice can assume alarm- 
ing proportions. 

4. Finally, towards the end, impending retirement 
presents a new set of problems, covering not only the 
finance for old age, but also questions of equity inter- 
mingled with finance, and these are the most difficult 
to resolve. 


Starting in Practice 


5. Fifty years ago, at the end of a period of nearly a 
hundred years of capital accumulation, the number of 
young men who, with or without the aid of their 


‘ families, were financially able to set up in practice or 


acquire a share of a practice, formed a very large 
percentage of the annual output of newly-qualified 
accountants, 

6. Today, the effects of two world wars, with 
resulting taxation and inflation, have so eroded 
the capital of this country that it is probably the 
exception rather than the rule to find newly-qualified 


by NEIL McLAREN, F.C.A. 


men able to produce the capital required, from their 
own or from family resources. 


7. Therefore, today when a young man desires to 
set up in practice, or a payment is required of a young 
man for a share of a practice, it may be necessary to 
borrow the money and then to consider ways and 
means to extinguish the debt out of future earnings. 
In most instances, arranging the terms of repayment 
will be a part of the bargain when raising the loan. 


8. Where, then, is the, source of the borrowing to ` 
be found? l 


9. The limited company has been the device where- 
by. capital, mostly of a permanent nature, has been 
provided for a vast range of activities of producers 
of goods and services. The hire-purchase system has 
been the device whereby short-term capital has been 
provided for the consumers of this age. So far, there 
has not emerged a comparable device whereby the 
risk takers and the professions can be furnished with 
capital, and this deficiency, which seems to be becom- 
ing more acute, is altering the pattern of activities in 
these fields, and not always to the advantage of the 
population. One can point to the drastic reduction 
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in recent years in the number of firms of stock jobbers 
on The Stock Exchange, London, as being perhaps the 
most foreboding example of this trend. It may well 
be that the capital squeeze, if one may so refer to it, 
will in the end extinguish this unique and most useful 
sector of the financial machine of the City of London, 


ro. In searching for a source of borrowing in this 
country, one looks for the repository of the country's 
savings. This repository is.no longer the wealthy 
individuals; today the savings of the community are 
being channelled largely to the insurance companies. 
The insurance companies have become the ‘fairy 
godmothers' of this generation and some of them are 
prepared to invest their funds in loans to assist the 
purchaser of a share of an established accountant's 
practice, but it does not seem that any of them will 
provide this facility for a sole practitioner. 


11. Since it is unlikely that insurance companies 
will lend to one-man practices, nor is a partnership of 
two or three persons so readily acceptable as a 
borrower as are larger firms, here again is another 
example of the problem of the smaller practice being 
more difficult to solve. Possibly the number of smaller 
practices with this problem may well cause the 
creation of a source of finance to satisfy the demand; 
a$ it would seem that it is not only the accountants 
who are faced with these difficulties, but other 
similarly-sized professions are equally beset. 


12. Indeed, there is at least one organization which 
now provides finance for the professional man and 
seeks to cover a proportion of all his capital require- 
ments, be it house purchase, practice purchase, hire- 
purchase or personal loan. Insurance cover is naturally 
required and interest rates are scaled upwards .to 
match the risk. Possibly this scheme could be dë- 
veloped to assist.a young man starting to practise on 


his own, not only in accountancy but in the other- 


professions too, if his circumstances and prospects 
warranted his taking this step. 


13. The conditions on which loans are made by 
insurance companies to qualified accountants naturally 
vary from company to company, as also will vary the 
security offered by the differing types of practice for 
which the loans are required. Interest rates may vary 
with the Bank rate, or be fixed, and the very reasonable 
requirements of the deposit of an endowment policy 
plus a charge on the partnership share, which may 
involve the covenants of the borrower's partners, and 
disclosing the firm's accounts, are to be expected. 
Sometimes, an insurance company will require that 
all the partnership insurances are placed with them 
and also that consequential loss by fire is covered, or 
that a continuous disability policy is maintained, and 
it seems that these requests may also be reasonable, 
depending upon the circumstances of the firm. 


14. Sometimes, the lending insurance company will 
suggest to the borrowing accountant that it is reason- 
able for the insurance company to require that. the 
accountant will endeavour to place --his- client's 
insurances with the lending insurance company. It is 
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clear that, as professional men, any advice giver. to 
clients must be impartial and in no circumstar.ce 
should it be even tinged by any pressure from 
other source, and certainly not from a source to w 
the professional man is indebted. Where rates a 
conditions are otherwise equal, however, there can bi 
no objection to the lending company being given the 
business. It is not perhaps unnatural for insurance 
officials to raise such suggestions, but clearly a request 
of this nature must be resisted and it is unlikely that 
a clear expression of the very proper reasons why 
the suggestion is being resisted would cause a pro- 
spective lending insurance company to withdraw 
from negotiations. Indeed, a too facile acceptance of 
this suggestion might well raise a doubt in the mind 
of the company's official as to whether perhaps the 
borrowers were of sufficient independence of mind 
to be worthy of the company's trust. It was Mr Jchn 
L. Carey who remarked that the economic excuse for 
the existence of a public accountant is his independ-— 
ence and this must never be forgotten. 


15. The calculations which are required of a pro- 
fessional man raising money for acquiring a share of a 
practice are not simple, but there is at least the ex- 
pectation that the portion of profit being purchased 
will be available in the future, so that a reasonably 
accurate assessment can be made of the cash available 








for living expenses after interest, insurance premiums 


and other fixed charges have been met. À comparable 
calculation for a professional man setting up in 
practice on his own, requires an assessment of the 
estimated future earnings for a sufficiently lengthy 
period of years until the excess of net earnings over 
interest, insurance premiums and other fixed charges, 
provides sufficient cash to cover living expenses. Such 
a calculation may well deter all but the boldest or the _ 
most fortunate from ‘putting up their plate’ and with 
the effects of the continuing inflation, the deterrent 
may become so effective that shortly it may not be 
possible for young men to set up in practice on their 
own unless possessed of private capital. 


During Practice 


16. At this stage the problem of finance is the 
problem of saving sufficient from one's net.earnings 
to bridge the gap between the payment of salaries and 
expenses and their recovery in fees paid by the clients. 


17. Saving is hampered by family obligations and 


by the necessity to maintain a front in keeping with 


one’s station in the profession. This is a personal 
problem which only ae individual can solve for. 


himself. 


18. Net earnings VE Sg assisted by the 
surtax provisions of the Finance Act, 1961) are still 
progressively reduced by higher taxation the larger the 
earnings become. This is a political weapon for the 
redistribution of wealth, affecting all of us, and only 


a change of opinion in the country will alter :ts 


incidence. 
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` 19. Salaries, expenses and their recovery in fees are 


all matters which, subject to the economic background 

f the country, are under the control and direction of 
the practising accountant and can be affected by his 
co and decisions. 


20. The haggle of the market-place determines the 


level of salaries and there is no golden rule by which. 


a practising accountant can gauge the quality and the 
number of staff required for his practice. The 


accountant himself must decide how to balance the. 
employment of his own efforts against -the cost of 


staff engaged to free him from the detail work which 
would otherwise prevent him from employing his 
efforts to purposes more rewarding than that detail. 
With modern accounting methods, the volume of 
detail checking is far less than it was half a century 
ago, but per contra the verification of transactions 
recorded by modern methods demands a much higher 
degree of intelligence and therefore a relatively more 
-expensive staff than heretofore. The profession seems 
to be moving in the direction of a greater proportion of 
staff of higher grades and it seems that this will result 
in a more efficient service to one’s clients, which in 
itself should tend to ease finances. It should also 
tend to enhance the reputation of the profession. 


21. The fact remains, however, that both salaries 
and expenses have to be met for some time before a 
client’s work is finished and the cash received. The 
amount of capital locked up in this way is bound to 
grow as salaries and expenses increase, but there are a 
few steps which can quite properly be taken and which 
tend to reduce the capital locked up in work in pro- 
gress and debtors, which is referred to here under the 
general description of work not yet paid for. 


22. 'To start at the end of the pipeline, it is not clear 
-why clients should fal ro pay bills for professional 
services as soon as they are rendered. Unlike suppliers 
of goods, the professional man cannot obtain credit 
himself; the salaries of his staff are paid weekly or 
monthly and today his rent is very often required of 
him in advance. Assuming that the client is satisfied 
with the service he has received, there is no reason 
why he should not fall into the habit of paying pro- 
fessional fees by return. Prompt payment of profes- 
sional fees, it appears, is a matter of habit, and where 
the habit does not exist it can be inculcated by the 
accountant's direct and properly tactful approach to 
the client concerned. Indeed, there are practices 
where once upon a time a partner himself called round 
with the debit note and came back with the cheque, 
so that book debts were rare. With larger groups of 
companies it. may not be so easy to maintain this 
personal persuasion, but in most cases the accountant 
will be able to speak to the man who has his finger 
on the purse strings, so that prompt payment ensues. 


23. The time at which a debit note is submitted 
may well need reviewing. There are occasions when 
an accountant will wait till after an annual meeting 


has been held before he renders his account to his. 
limited company clients. His work was finished 
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when he signed his report and his account could very: 
properly be" submitted with that report. There is 
sometimes a custom on smaller jobs of awaiting the 
agreement of the tax inspector to the computations. 
The preparation (if undertaken) and certification of. 
the accounts is one job and should be billed when: 
completed; the agreement of the tax assessment 
another, requiring its own fee. If it should be that 
the client requires only tax help, it may be difficult to 
arrive at a stage appropriate for a bill and for this 
type of work clients will normally accept the sugges- 
tion that they pay a fee for a year's work at a specified 
time each year. Should the work be in the nature of a 
secretarial appointment, then there is no reason why 
a monthly payment should not be made. It would 
be so made if the work were handled by an employee 
of the client. 


24. T'o come nearer to the beginning of the pipeline, 
it is now accepted generally in the profession that. 
payments on account of continuing audit work may. 
be obtained before the work is completed. It is no 
longer considered unprofessional to ask for these 
payments, nor do clients normally offer any objection. 
The accountant probably would not ask for more. 
than half the annual fee and he would not ask for it 
until, say, three-quarters of the year had elapsed. 


25. Much on the same basis, but perhaps more 
applicable to a client whose business is short of, 
capital, it may often be more acceptable for the client 
to pay a monthly fee of fifty guineas, as opposed to. 
being faced with a bill of 600 guineas. once a year. 


. 26. By adopting such a means as may be appro»: 


„priate to render bills as soon as possible and to collect 


money wherever possible, the normal running capital 
may be kept at its minimum, but it cannot be reduced. 
below this minimum. 


27. By what yardstick is this minimum to be 
ascertained? 


28. The capital required to finance the minimum 
amount of work not yet paid for can be expressed in 
the ratio that the cost of this work bears to annual 
earnings. 


29. Assuming a consistent basis for valuing the cost 
of work not yet paid for, the ratio that this bears to 
annual earnings depends to some extent upon the 
proportion of partners’ work included in the annual 
earnings, as it also varies with what our American 
brethren call the rate of salary recovery. 


30. It varies again from district to district, depend- 
ing upon local prosperity or adversity, as it also varies 
with the type of client to whom the services are 
rendered. 


31. Farmers, for instance, are notoriously slow 
payers and a practice in a farming community may 
well result in the work not yet paid for amounting to 
more than 100 per cent of the annual fee income., 
After all, nature only provides one harvest a year and 
the ploughing for next year starts before all last 
year’s crops are sold. Per contra, an efficiently 
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managed office in a prosperous manufacturing centre, 
where capital is turned over rapidly, might attain a 
25 per cent ratio, but 30 to 40 per cent is a more 
general figure. A ratio in excess of go per cent would 
seem to require investigating with a view to a more 
rapid billing and collecting technique being applied, 
unless, of course, there were special circumstances 
involved. 


32. The foregoing ratios are all affected to some 
degree by the ‘rate of salary recovery’, in that these 
ratios will be lower where work is charged at rates in 
excess of salaries paid plus roo per cent. 


33. Naturally, the ratio of salaries to fees depends 
upon efficiency in the office; it depends also upon the 
size of the practice; and it depends upon the class of 
work undertaken. So varied is the field that average 
rates are not of much assistance, but an examination 
of the Treasury scale indicates that fee income 
approximating to salaries plus roo per cent is not 
unreasonable. Indeed, there are firms across the 
Channel, and there are firms on the other side of the 
Atlantic, and there may be many on this side, where 
clients are billed upon the basis of salaries plus 150 
per cent, or even plus 200 per cent, and presumably 
the clients accept fees calculated upon the basis of 
this rate. 


34. It is important to remember that a wide field 
of general advice is available to the clients of a 
practising accountant.and the time spent upon a 
matter is not by any means always the proper basis 
upon which to calculate the fee. The help given with 
a few hours of ‘know-how’ may be of inestimable 
value and the fee should recover something of all 
the accountant has put in over the years in acquiring 
this knowledge. 


35. Submitting a fee which the client will accept is, 


of course, the deciding factor and each one of us in 
practice must be the judge of what a reasonable fee 
should be and how far a client can be persuaded to 
accept a fee he thinks is on the high side, however 
reasonable we may think it to be. 


36. Another factor affecting the financial require- 
ment of the practice is the variation in the amount 
of work not yet paid for from month to month 
throughout the year. With the tendency of so many 
client businesses to make up their accounts to calen- 
dar or fiscal year-ends, and with the requirement of 
the Companies Act, 1948, for co-terminous years for 
parents and subsidiaries, coupled with the avalanche 
of take-overs and amalgamations in recent years, a 
graph of the amount of work not paid for shows sub- 
stantial peaks for two or three months on both sides 
of the most frequently chosen dates. It appears that 
this tendency, with all its uneconomic accounting 
activity both within and without thé profession, will 
increase as amalgamations increase and the peaks 
on the graph will grow higher, until the situation may 
be reached in this country which bedevils our pro- 
fessional brethren in the U.S.A. Possibly the ingenuity 
of the British will find another and more economical 


ACCOUNTANT 


September 28th, 1963: 


procedure, but meantime the practising accountant 
must be prepared to find still further finance to cover 
these temporary peaks. 


: 37. There is a school of thought which views the 
bankers as the proper providers of finance for th 
temporary peak, since it is analogous to the demand" 
of a seasonal trade. There may will be dangers im- 
herent in such temporary arrangements when bankers 
are no longer their own masters, but are forced to 
conform to what appear to be, at any rate since the 
last war, the almost panic measures of restriction of 
credit which have been imposed by the Government 
from time to time. 


38. If this peak finance is to be provided by the 
practising accountant, the corollary of surplus funds 
presents itself at off-peak periods when there does 
not always emerge a remunerative and reliable short- 
term investment, apart from deposits with bankers. 
Tax reserve certificates may be apposite, but this will 
depend upon the pattern of the peaks and whether 
or not the peaks coincide with the January and July 
tax payment dates. 


39. In addition to financing the work not yet paid 
for and covering its recurrent peaks, there also arises 
the need to finance what for want of a better word, 
may be called the office equipment. 


40. If we look back fifty or more years, we find the 
offices of most practising accountants were reminiscent 
of Dickens’s times. The great majority of these offices 
were in buildings which, in earlier times, had been used 
or partly used as residences. Many more were in 
buildings originally designed to accommodate a 
large number of one- or two-man businesses and these 
were altered piecemeal over the years as opportunity 
offered. Furniture was handed down from previous 
generations, or it was acquired second-hand from 
departing tenants or from defunct businesses. 
Nothing matched, nothing was designed, most of it 
was repaired and patched. In fact, in very many 
instances the whole set-up was unhygienic, un- 
comfortable, uneconomic and unlovely. Hitler solved 
the problem for some of us, but the pressure of events 
has made more of us decide that modern times require 
modern methods in modern offices. Some of us have 
gone perhaps a little more modern than modern, but 
maybe the future will recognize these offices as con- 
temporary, even if we of today do not. 


41. How, therefore, is the finance to be provided 
either for modernizing an existing office or for removal 
to a more modern building? 


42. It is unlikely that such a cost can be met from 
the past savings of the partners, or that all of us will 
be fortunate enough to pay for removal out of the 
proceeds of a surrendered lease or the sale of a free- 
hold acquired by the firm in bygone days. Neither of 
these opportunities applies to modernizing existing 
premises. The money must be raised; it is an excep- 
tional expense and it can probably be amortized over 
a relatively short term of years; and as such it would 
seem that it could most suitably be financed by the 
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firm's bankers. Dependent upon the cost per partner, 
coupled with the number of years required by the 
‘partners to extinguish the amount, the bankers to 
the firm would doubtless in most cases be willing to 
| AM an overdraft on the firm's account. The banker 

ows the partners, he knows the size and standing 
of the firm; his rate of interest, being calculated on 
day-to-day balances, is likely to be far less than any 
other lender would require; but at the very time the 
loan was needed there might be some reason, such 
as a Government imposed credit squeeze, which would 
prevent the Ioan being granted. 


43. In these circumstances, the help of finance 
houses would be the only apparent alternative, and 
whilst possibly a larger sum per partner might be 
raised, interest rates are very high and it would be 
difficult to find a house willing to lend to a firm of 
fewer than, say, five partners. 


44. To return finally to the hard core of normal 
Work not yet paid for, what, if anything, could or 
should be done about financing this? | 


45. It must be financed; in the past it has been 
financed by the partners for the time being, but the 
question.now arises whether it should continue to be 
so financed or whether there is some other method of 
providing the firm with a fund of permanent finance. 


46. 1f it falls to the partners to finance it, then on 
admission to partnership a young man either- is 
required to introduce his share of the capital, or is 
required to set aside a part of his net earning until 
his share of the capital has accumulated. This require- 


ment falls upon him generally at the most difficult | 


stage of his career, when his family responsibilities and 
education costs are assuming quite alarming propor- 
tions in his mind. In fact, these background appre- 
hensions can. have a deleterious effect upon his 
working abilities and exactly at the age when he 
should otherwise be contributing some of his best 
work to his chosen profession. 


47. At the other end of the scale there will be 
partners at or near retiring age and they may wish 
to withdraw their share of the firm’s capital. They 
cannot withdraw it from the firm unless someone 
else replaces it, and it cannot be withdrawn more 
rapidly than it can be replaced, so that over recent 
years retiring partners have been obliged to lengthen 
the period over which they could transfer to their own 
possession their share of the firm’s capital. 


48. This almost continuous ebb and flow of money 
"Tom a partner to the firm and from the firm to a 
»artner raises the question of whether in some way or 
ther it may be possible to stabilize affairs so that the 
capital may be conserved for the benefit of the firm. 
isa whole.” - gd 


49. If it were possible to provide a firm with a 
‘and of permanent capital, then the difficulties at 
jyresent being faced would be very substantially 
nitigated, and if all the capital required could be 
3roduced in this manner, then the problem of financ- 
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ing the hard core of work not paid for would dis- 
appear.  — i 

50. It seems that such a fund might well be provided 
if the. present partners of a firm felt it proper to take 
the necéssary.steps in the interest and for the benefit 
of the future of the firm, and it might be provided 
through the agency of the insurance companies. > 


51. The present partners of a firm might well be 
able to borrow from an insurance company a very 
substantial part of the hard core of capital required 
by the firm, securing the repayment of the loan by 
endowment policies on the lives of younger partners; 
all partners agreeing that the endowment policies are 
held in trust for the partners for the time being and 
not owned by any one of them individually. 


52. The loan would very substantially take the place 
of the partners’ capital accounts and it would be 
‘necessary for the firm to allocate as a first slice of 
the profits such an amount as would enable each 
insured partner to pay the premium on his endow- 
ment policy at no cost to himself other than his pro- 
portion of that first slice of profit. | 


53. The interest on the loan would most likely be, 
at a higher rate than partners normally allow on their 
own capital in the firm, but not substantially more, 
So that the cost to the firm which is borne by the 
partners in their profit-sharing ratio is the excess 
interest and the first slice of profit. Both these items 
fall to be deducted from the top slices of income if 
surtax is involved. 


(5 When the policies mature the obligation to the 


insurance company is extinguished and the original 
loan becomes a fund of capital for the firm. In effect 
it becomes 'fixed capital of the firm' to be repaid only 
when the firm no longer needs it, and if all the partners 
at that time so agree. 


55. A side-effect of a transaction of this description 
is that in the event of an untimely death of an insured 
partner who would normally be a young man, the 
premium on his life and the interest on that slice 
of the loan will no longer be payable, thus freeing 
some of the previously earmarked profits, some of 
which might, by agreement of the partners, be used 
to assist a widow or children. 


56. Business of this description might well be inter- 
esting to an insurance company. For the underwriting 
department there would be the endowment policies 
and such other business as would properly flow to the 
lending company from the practice. For the invest- 
ment department there would be an advantageous 
rate of interest, but there would be no element of 
capital profit, and this being of recent years so much 


- to the forefront of lenders’ considerations, does tend 


in its absence to raise the interest rate, 

. 57. How will a lender assess the risk attaching to 
such a loan and is this not another instance where 
the small practitioner is again at a disadvantage as 
compared with the larger firm? 


58. Unfortunately for the small practitioner, itis | 
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true that from the point of view of an investment 
department of an insurance company, there must be 
far less risk in lending money upon the security of a 
firm of twelve or more partners than attaches to a 
loan to a firm of four or fewer. In fact the bond of 
the partners of an established firm of chartered 
accountants of sufficient age, size and standing to 
secure its continuity as a firm, might well rank as an 
equally acceptable security for the payment of a loan 
as are bricks and mortar — or should one say today, 
steel, concrete and glass. Many of us have lived to 
see the destruction of our grandfathers' concept of 
the safety of houses, and possibly there is more 
safety today in the earning capacity of a firm of pro- 
fessional men than there is in physical assets. In the 
last event, if it should be that the individuals are 
destroyed, the endowment policies do redeem the loan. 


E 


59. Should such an arrangement become practic- 
able, it very greatly reduces the amount of capital 
owned by the partners and the difficulties attendant 
upon the transfer of this capital from those leaving 
to those entering the profession. This in itself would 
make it that much easier to choose for admission to 
partnership status young men of the right calibre, 
character and ability, without the financial question 
impinging upon this choice, as indeed it should not. 


60. If such a circumstance arose, with the partners 
divorced from ‘individual ownership of the firm's 
capital, they become much nearer to the concept of 
being trustee life-tenants beholden to each other and 
to their successors for the preservation and continuity 
of the firm and they will in addition be graced with 
the changed mentality and viewpoint which such a 
status endows. 


61. It is interesting to note that a somewhat similar 
effect has already been achieved by some of the Swiss 
lawyer-accounting companies which are the counter- 
part of our firms of practising accountants. There the 
shareholders have in some instances placed the bulk 
of their shares :nto trusts either for the benefit of 


the staff of the company or for other purposes. ‘Thus - 


an entity emerges where the restriction of distribu- 
tions to shareholders produces additional capital as 
required and where the selection of those due for 
advancement to the equivalent of our partnership 
status can be made entirely on merit and the question 
of transfer of capital from outgoing to incoming 
*partners' does not arise. 


At the End of Practice 


62. A partner about to retire fróm practice very 
naturally looks forward to the repayment of such 
capital as he has accumulated, and he looks forward 
to the- recovery of what he has paid, either in cash or 
by acceptance of reduced earnings, for the share of the 
goodwill of the practice of which he has become 
possessed. If the capital has been funded, it will not 
remain to be repaid, but where it does remain, it can 
generally bé repaid by the continuing partners over a 
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term of years, which varies to some extent with the 
number of partners remaining. 


63. In a period of seven years, it would be difficult 


to repay the capital of a partner owning a third of a 
three-man practice out of the firm's earnings 


reduced by taxation recently in operation. Thí! 


period of time, however, would be adequate for thé 
repayment of the capital of one out of fifteen partners. 
Again, the smaller practitioner may be at a disadvant- 
ege as compared with the larger firm. ` 


64. Capital, however, is not the only consideration; 
there arises also the question of goodwill. 


65. What a man considers he has paid for his share 
of the good will of a practice he cannot readily forgo; 
but, unlike capital which remains visible in the asset 
of work not paid for, goodwill 1s intangible, it is 
problematical, its value varies, it can grow and it can 
disappear. Its nature needs examining and only when 
a true understanding of its nature is obtained is 4 
possible to discern whether it is in fact a proper 
subject to be bought and sold in an accountancy 
practice in this the second half of the twentieth 
century. 


66. In earlier days it was almost invariably the rule 
that practices, or shares in practices, changed hands 
by means of the payment for goodwill. Methods of 
assessing values were legion, but all relied upon the 
basic principle that the seller was of the opinion that 
the old client would resort to the old firm and the 
purchaser based his willingness to pay by relying on 
this probability. He was also able to find the sum of 
money required and he had the expectation of being 
able to recover the cost of his purchase out of his 
savings from a reasonable number of years of net 
future earnings. 


67. The effects of inflation and taxation have very 
seriously disturbed these calculations. No longer is 
the purchase money readily available and if it has to be 
borrowed the cost of securing the repayment of the 
loan seriously diminishes the net amount of annual 
saving to be otherwise expected from the share of 
profits acquired. In addition, the incidence of taxation 
still further reduces the net saving and with both 
factors pulling in the same direction, the value to a 
purchaser has rapidly lessened over the years and still 
further diminishes when shares of profit attract 
surtax. It is a curious paradox that the larger the share 
of profit being acquired, the less valuable will each £ 
of it become. | 


68. The- purchaser is, therefore, forced to offer a 
much smaller sum than the seller feels he should ob- 
tain; so much so, that the seller finds he can no longer 


~ 
1 


an 


` 
~ 


rely upon the investment income derived from the ` 


proceeds of thé sale of his goodwill for his declining 
years. It has ceased to fulfil this function. 


69. Against this background, it 1s also necessary to 
examine what it is that causes the probability that the 
old client will resort to the old firm. It is clearly his 
continued satisfaction with the service he obtains and 
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his realization that those services are likely to continue 
to be available for the foreseeable future. 


7o. Most of us will have had knowledge of profes- 
sional firms and possibly even of accountants' firms 
composed of two, three or four partners who have 
built up very valuable practices, but. where, for one 
reason or another, the partners have continued in 
harness too long and have failed to provide for the 
admission of younger men, with the result that as old 
age advances the practice begins to evaporate until 
in the end there is little of it left. 


71. What of the goodwill of such a firm? At the 
beginning there was none, in middle life it was sub- 
stantial, but perhaps because no steps were taken to 
preserve it, it withered and finally disappeared. It was, 
in fact, consumed by the gradually ageing partners, 
once they themselves arrived at the time of life when 
they could no longer create it. Goodwill is not like 
an investment in Government securities; it is more 
of the nature of a plot of land which, properly culti- 


vated, will yield its harvest; but when the farmer no ` 


longer has the strength to farm it, decay will set in. 
Farmers of foresight and ability will improve the 
productivity of their land; those not so blest may have 
difficulty in maintaining its fertility. l 
. 72. So it is with the accountancy profession, and so 
it is that the older members in practice as the years 
go by begin to feel themselves under an obligation to 
provide for their clients the continuity of service and 
attention which the client has come to expect. If this 
obligation is accepted the firm continues, but it can 
only be fulfilled by providing for the continuity of 
partners, and admitting to partnership, in good time, 
the younger men who can maintain with their opposite 
age group in the clients’ businesses the contacts 
established by their respective seniors. 


73. Is it proper that the admission and advance- 
ment of young partners should be the subject of 
purchase and sale? 


74. Providing for the continuity of the management 
and direction of any business is always a problem, 
but if the business is to survive, it is of prime im- 
portance. It is possibly more difficult in a professional 
practice than in most other activities; but would it not 
be relieved of at least one of its difficulties if it were 
unaffected by-consideration of money passing? 


75. In Mr Kenneth Wright's widely ranging paper 
‘on professional goodwill, presented to the Oxford 
Course in 1955, he referred to the ‘interesting’ con- 
cept that the partners in some firms did not regard 
themselves as owners of the goodwill, but that they 
~ felt the goodwill was vested in the firm!. 


76. It seems that as generation follows generation 
through the firms which were formed at or about the 
beginning of the century, partners are bound to 
recognize that they are fostering a business they 


lfProfessional goodwill: methods. of valuation and pay- 
ment’, by E. Kenneth Wright, M.A., F.C.A. The Accountant, 
` September 3rd and roth, 1955. 
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themselves have not created, and the longer a firm 
exists the less will each succeeding generation of 
partners feel that the goodwill resides in them. It 
seems also, with the passage of years and the pressure 
of events, that the number of firms who come to this 
view will tend to increase, so that the day may not be 
far distant when it will be the exception for individuals 
to be asked to pay for goodwill at the commencement 
of practice or to expect to receive money for it at the 
end. 


77. Turning for a moment from an individual firm 
to practising accountants at large, is it not more to 
the advantage of our profession if suitably talented 
young men are enabled to take their place amongst 
those in practice rather than that these vacancies are 
filled by those with less ability but with more money? 
Is it not also more to the advantage of our profession 
if the shares of profit of the younger men can be in- 
creased without the corollary which has so often 
existed in the past, that an increase in a share of profit 
had to be bought from those. who were making it 
available? 


78. Few of us would disagree with this, but, like 
so many things in life, it is easier to express an idea 
than to implement it. How can practising accountants 
finance their declining years if they cannot, or do not 
feel that they should; sell goodwill to those that follow 
them, even though they themselves may have paid 
for it in money or money’s worth in their early days? 


79. The answer to part of this question has emerged 
with Part III of the Finance Act, 1956. As is well 
known, it has now becóme possible for practising 
accountants to buy annuities out of income before 
taxation; and if no payment for goodwill were re- 
quired, but in its place there existed an obligation on 
an incoming partner to make the maximum annual 
payment under this Act, it would seem that a very 
worth-while annuity would be available at retirement 
date. 


8o. If a young man aged 30 applied a sum of £200 
per annum in a 'self-employed annuity' policy and 
every five years increased this allocation by £50, so 
that in the last five years up to age 65 he would be 
paying £500 per annum, then by carefully choosing 
when to switch from with-profits to without-profits, 
and assuming that present premium rates and bonus 
rates are maintained, he would get a ‘pension’ at age 
65 of about £3,000 per annum; or should he require 
an annuity for joint lives and survivor, and assuming 
he and his wife were of similar age, an annual sum of 
approximately £2,000 would be available. 

81. These sums are very agreeable if one lives long 
enough to obtain them and long enough to enjoy them, 
but they do not, nor are they designed to, meet the 


. case of a premature death. This is a risk which every 


young man without capital in any walk of life should 
cover by whichever form of insurance most suits his 
circumstances, and it does not appear that undue 
weight should be given to this contingency when 
considering the financing of an accountant's practice. 
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82. Life policies of reducing capital amounts, which 
tie in with the increasing payments under the self- 
employed annuity policies, are offered by all life 
companies, and these may provide the cover desired. 


83. If, throughout their partnership life, all the 
partners had been able to take full advantage of these 
Part III policies, they would in fact have provided for 
their own old age during their working lives, but 
unfortunately this legislation is too recent to have 
permitted such a state of affairs and firms are still 
faced with this problem of financing retirement. 


84. Mr Kenneth Wright, in his 1955 paper, referred 
to the gathering force of accepting annuities in place 
of capital payments for goodwill, and indeed this 
method is becoming more widespread, not only on its 
own merit but also as a means of bridging the gap 
between the older partners whose years of contribu- 
tion are too few to enable them to acquire a sufficient 
annuity under Part III, and the younger partners 
whose contributions may well cover their require- 
ments by the time it is their turn to retire. 


85. An ingenious scheme combining in effect the 
annuity basis with a method. of gradual retirement 
from active practice has been evolved in a firm of 
twelve or so partners.- It would not be applicable 
where partnerships are limited to twenty individuals 
and the quota is already filled, but it is ‘worth men- 
tioning for its novel feature of gradual retirement, 
which is.surely of benefit to the partner, in that it 
gets him gradually accustomed to absenting himself 

from the office and his business associates, whilst it is 
also of benefit to the remaining partners who are not 
suddenly confronted with a whole string of new clients 
whose affairs are unfamiliar and whose past history is 
unknown. 


86. In addition, the staff of the firm are aware that 
the age is fixed when partners begin to give up their 
work and that it is not death alone that provides the 
vacancies. This knowledge is not only a comfort to 
the employees; it is also of assistance in retaining in 
the firm those who seek advancement to partnership 
Status, 

87. The scheme is as follows. In the accounting year 
commencing after his sixty-fifth birthday, a partner 
reduces the amount of his previous year's share of 
profit by 20 per cent and takes a holiday from firm 
work (either all at once or spread over the year) of the 
equivalent of one day a week of the firm's five-day 
working week. In the next year he again reduces the 
amount of his previous year's share of profit by 20 
per cent and is entitled to two days off a week, and 
so on until, in the year after his seventieth birthday, 
he need not attend the office at all and his remunera- 
tion from the firm- will have been reduced to just 
below one-third of his earnings in the year in which 
he became 65. He remains as a partner and at this 
remuneration for the rest of his life. 


88. It is, of course, an objection that by remaining 
a partner the liabilities attaching to partnership still 
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persist, and whilst this may not be entirely satisfactory, 
it certainly makes it imperative that the older men are 
most careful to appoint to partnership only those in 
whose hands they feel it safe to leave the security for 
their declining years. l 


' 89. However, not only the foregoing system, but C 
also the system of annuities for goodwill, unless 
acquired under Part III of the 1956 Finance Act, are 
all subject to the disadvantage that the cost falls upon 
succeeding generations and although this cost may 
not become an onerous burden, itis perhaps financially 
unsound to throw the cost forward in this way. 


9o. Most businesses today have pension arrange- 
ments for employees but where such arrangements 
do not eixst or where they do not provide sub cent 
cover to enable employees to be contracted out, then 
all are required to contribute to the graduated pension 
scheme, so that as the years go by it may become 


impossible to find in the country an employee whose — 


declining years are not covered by pension payments, 
the cost of which has been provided during his work- 
ing life. Why should employers expect that future 
generations of employers will cover their declining 
years, for this is where the 'annuity' basis leads us. 
The acceptance of Part III contributions by em- 
ployers provides for the cost of their pensions during 
working life and possibly this method is financially 
sounder than accepting an annuity from future 
generations. ) 


91. Whether Part III contributions with the State 
benefits will be sufficient in all cases to extinguish any 


charge upon future generations may be questionable 


and in this connection it has never been clear why 
for those born after 1914 the limits were fixed so low 
as Io per cent of earnings or £750 a year. One would 
have thought that to some extent the contributions 
permissible would have been self-controlling, in that 
there is a limit to everybody's purse. A permissible 
payment of one-third of earnings without a maximum 
would go a long way towards covering the incidence 
of inflation and would go a step further towards 
closing the gap between the professional man and - 
those for whom ‘top-hat’ arrangements are available, 
and in fact might very well provide a very reasonable 
‘pension’ for the professional man's retiremep*. 


Summing Up 
92. What are the thoughts that begin to formulate 
themselves as one reviews the last hundred years of 
financing an accountant's practice and as one considers 


the future? 


93. The dominant consideration is, I think, the ~ 
desire of those who are now responsible for the con-  . 
trol and direction of their firms to arrange the firm's . 
affairs so that it will continue to be able to serve the 
ever-changing needs of its clients. 

94. There must be an adequate supply of talented 
young men attracted to the firm, from whom can be 
admitted to partnership those deserving of promotion . 


` 


N 
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before the attractions presently offered by industry 
and commerce entice them away. 


95. The financial aspect looms large in all these . 


considerations and it is not surprising that many able 
and talented men have been lost to accountancy be- 
cause of the manner in which the accountants have 
arranged the finances of their partnerships. The 
pressure of events and the realization of what is taking 
place is, however, causing the old barriers to crumble 
away. 

96. I make no apology for again referring to Mr 
Kenneth Wright’s paper and if I now quote from his 
conclusion it is to restate what he set out as the finan- 
cial deterrents to private practice, so that they may 
now be re-examined after the lapse of eight years. 

97. Mr Kenneth Wright lists as a formidable barrier 
in the way of would-be entrants to the accountancy 
profession ‘the cost of training, the financing of capital 


_ and goodwill, the decline of super profits and the lack 


of pensions’. 

98. Where do we stand on each of these ‘barriers 
or should I use the word ‘hurdles’, because one can 
leap over a hurdle, whilst a barrier may not be so 
easily surmounted. 


1 
3 


The Cost of Training | 
99. Gone, or almost entirely gone, are the days of 


the payment of substantial premiums for articles, 


and also gone are the days of working for five years for 
only an annual Christmas box. v 


100. Salaries during articles, whilst not perhaps 
matching industry's remuneration to trainees, are, 
however, rapidly approaching the level which . will 
enable a young man to support himself, and certainly 
to do so if he lives at home. 


ror. Tuition is an expense and at present a neces- 
sary expense, if only to direct the course of study to 
the best advantage and to provide the practical ex- 
perience of putting: on paper the knowledge with 
which the student expects to be able to satisfy his 
examiners. Possibly some method of achieving the 
desired result of training a qualified accountant at a 
lesser expense to the student may yet be found, but 
against improvement of salary scales and the cessation 
of premiums for articles, the continuance of tuition 
costs is not a formidable hurdle. 


The Financing of Capitál and Goodwill 
| 102, This paper has been largely devoted to these 


aspects of the practising accountancy profession and ` 


the idea emerges that today it may indeed be practic- 


^ able so to order the affairs of a firm that over a term 


of years not only may the capital for financing the 
firm become divorced from the ownership of the 
individual partners for the time being, but it may also 
become practicable to eliminate the purchase or sale 
of goodwill. 

103. Clearly these ends can only be attained if the 
present partners of a firm agree that these ends are 
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desirable and that they will meet the costs involved 
in achieving them. 


104. Clearly also, the funding of the whole of the 
firm's capital may never be achieved. With inflation, 
or a growing practice, it may be necessary to take 
more than one bite at the cherry, but the capital that 
does remain in the individual ownership of partners 
can be very considerably reduced, so that the trans- 
ference of this residual sum again becomes an easy 
matter. 


105. With goodwill vested in the firm and a com- 
bination of Part III annuities gradually superseding 
other annuity or goodwill arrangements, the stage is 
reached where nothing remains to be paid by an 
entrant to the profession except the 10 per cent of 
earnings and if this deduction has always been 
effected, its incidence is less objectionable than would 
be the sudden requirement under other arrangements 
to contribute to an outgoing partner. 

106. May it not be that this state of affairs would 
succeed in charging against the working life of the 
partner the full cost. of providing for his old age? 
This is already achieved for all employees where 
pension arrangements are in existence. Further, this 
state of affairs would have the financial result of 
demonstrating to the firm the full annual cost of 
maintaining the services required of it, so that the 
basis of fees charged could be brought into line with 
these costs. 


The Decline of Super Profits and the Lack of 
Pensions  - 


107. Both these hurdles will have been jumped if 


the financial affairs of a firm can be arranged on the 


basis of the ideas suggested in this paper; but clearly 
it will take time to achieve the situation where there 
is no charge against the profits for the amortization 
‘of the partners’ capital, and where annuities to for- 
mer partners are no longer required because the 
partners have been able to provide for their own 
pensions during their active life from their own earn- 
ings. When all these costs are absorbed and form a 
normal element in the calculation of fees to clients, 
the profession should then be properly financed and 
the way cleared for the individual to reap the reward 
of his own efforts. : l 


Finally 

108. The goal of a self-financing firm, whose 
partners are untrammelled in their decisions by all that 
flows from what may be termed financial considera- 
tions, a firm which is able to attract and retain the 
talented men it requires, may be an object sufficiently 
worth while to merit some sacrifice from those who 
find themselves in practice during the next twenty-five 
years or so. I mention a period of twenty-five years, 
for it will take at least this time for the goal to appear 
in sight; otherwise the sacrifice required of the 
present generation may well be too great to bear. 
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Weekly Notes 


RATING CONFERENCE 


T was inevitable that the recent revaluation for 

rates should have dominated discussion at the 
Rating and Valuation Association's annual conference 
at Eastbourne. In his presidential address, Mr S. 
Lawrence Thould, County Valuer of Somerset, 
expressed the opinion that the Inland Revenue 
valuers had, on the whole, produced a good list. This 
was despite the limited rental evidence available in 
respect of modern domestic property but, since there 
had been some protests, final judgement on the lists 
would have to await the outcome of the many appeals 
listed. While concurring with the president's view on 
the valuation, Mr John Bassett, a professional 
valuer, nevertheless felt there was room for improve- 
ment in the rating system. Vacant properties still 
escaped any charge and the provisions of the 1961 
Act in respect of plant and machinery were penalizing 
industry. Mr Myatt, a local authority valuer, did 
not fully share the popular view of the rating system 
as being unfair. In his view, prudent men decided the 
type of house they would live in and, as for the charge 
of regressiveness, all indirect taxes shared that defect. 
Nevertheless, too many people escaped à direct rate 
charge when the rate was assessed on the occupier 
and he suggested that, in fixing the rateable value 
of domestic property, account could be taken of the 
degree of occupancy. 


In a comprehensive review of the entire system of - 


local finance including the Exchequer grant system, 
Mr J. B. Cadigan, Durham County ‘Treasurer, 
criticized the disparities in grant payments to various 
authorities. The ‘general’ grant- was a misnomer; it 
was little more than an education grant supplemented 
by other grants which paled into insignificance in 
relation to the costs of education. While conceding 
that there may be cases of hardship among ratepayers, 
he felt that any relief should come through the 
Exchequer and not the local ratepayer, preferably 
through a modified National Assistance Board 
procedure. Mr Cadigan concluded, however, that 
the rating system could no longer bear the brunt of 
the rising costs of local services and he supported 
the recent recommendations of his colleagues in the 
County Councils Association that the Exchequer 
should henceforth meet a larger proportion of 
aggregate expenditure. 


FREE MARKET FOR TRANSPORT 


T is general forgotten that the restrictive 
legislation on commercial road transport of the 
early 1930s was largely aimed at protecting the 
railways from too fierce competition. According to a 
new Hobart Paper, Transport for Passengers, by John 
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-~ Hibbs (The Institute of Economic Affairs, 7s 6d net), 


the Road Traffic Acts and their administration have 
‘discouraged change and development, and introduced: 
inertia into what had been a highly competitive and 
adaptable industry. Mr Hibbs argues the case fong 
the restoration, in stages over two years, of ful. ` 
competition in the motor bus industry. With © 
continuing control by the Road Trafic Commis- 
sioners there need be no loss of safety; the most 
important advantage would be increased efficiency 
and freedom of choice for the consumer. 

Such a system would not prove disastrous for the 
railways, asserts Mr Hibbs. ‘It has been cross- 
subsidization within the railway system that has 
pushed up rail fares to double those of the coaches 
precisely where rail costs per passenger mile are 
lowest’. Without any financial interest in road 
transport, the railways would no longer be inhibited 
from competing with it. It is the private car which is 
taking traffic from both rail and coach transport. In-~ 
these circumstances ‘squabbling in the Traffic Courts 
about who should have the (remaining) traffic must 
become increasingly absurd’, 

Current reliance upon what is called social cost- 
benefit accounting as a means of obtaining the optimum 
distribution of transport resources may be misplaced. 


Mr Hibbs believes that it has little to offer in a way 


superior to the discipline of the market in allocating 
resources. The keystone of Mr Hibbs's policy is that 
the consumer should be given the best service he is 
prepared to pay for. This is clearly not the situation 
under the present licensing system. 


. AUDITORS-GENERAL CONFERENCE 


HE conference of Commonwealth Auditors- 
General held in London last week was attended 
by delegates from fifteen Commonwealth countries, 
with the United Kingdom acting as host. Among 
those present were Mr A M. Henderson, ops. 
F.C.A., Auditor-General of Canada, Mr D. S. de Silva, 
B.A., F.C.A., Acting Auditor-General of Ceylon, and Mr 
R. Z. Tatar, B.A., A.C.A., Auditor-General of Cyprus. 
Held every three years, London has been the venue 
since the conferences started in 1951. This year's 
conference, which was under the chairmanship of 
Sir Edmund Compton, K.B.E., C.B., Comptroller and 
Auditor-General, discussed a wide range of subjects 
including the extent of the duties of auditors-general 
in relation to the activities in which public expendi- 
ture is now involved, the relationship between the 
auditor, the executive and Parliament, the auditing 
of P.A.Y.E. and appraisal of internal control. 

As each auditor-general is an independent statutory ` 
authority in his own country there can, of course, be 
no question of applying uniformity or adopting 
agreed practices. Nevertheless, problems of a similar 
nature arise in the audits of public accounts and 
lessons may usefully be learned (particularly by the 
newly independent countries) of practices found 
to be of value in other countries. 
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- The conference proper concluded last Friday, but 
for the first four days of this week delegates con- 
tinued work in two discussion groups, one concerned 
with local government and the other with the appli- 
cations of electronic computers. 


BRITISH AID TO DEVELOPING COUNTRIES 
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dependent upon the balance of payments situation and 
from that point of view untied aid is the biggest 
strain on the United Kingdom. The British Govern- 
ment is aware of the problems which developing 
countries may have in serving debt and it offers aid 
on easy terms where it is necessary. Rather over half 
Britain's aid expenditure takes the form of outright 


grants. About 80 per cent of loans have been made 
for twenty years or more at a rate of interest at which 
the Government itself can borrow, plus a small 
service charge. 

It is announced in the White Paper that in future 
Britain will, in suitable cases, make loans up to thirty 
years with grace periods before repayment of up to 
ten years. Until now the maximum has been twenty- 
five years with seven years’ grace. In addition, in 
selected cases the Government will waive interest 


INCE the Second World War the United 

Kingdom has given £1,367 million to developing 
countries in the form of aid. Back in 1951—52 overseas 
aid was {62 million, in 1961-62 it was {160 million 
and aid actually doubled between 1957-58 and 
1961-62. 'The provisional figure for 1962-63 is 
slightly down at £148 million’, The amount of aid 
which could be given at one time is, of course, 





1 Aid to Developing Countries. Cmnd 2147. Price 3s net. 
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The Institute's Summer Course at Cambridg 
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duc x — X i : 
Some personalities at the Cambridge Summer Course of The Institute of Chartered Accountants in England 


and Wales, held from September 18th — 22nd. On other pages of this issue we reproduce one of the papers 
presented at the course. l 


FRONT ROW (left to right): Messrs F. M. Wilkinson, F.c.a., Joint Secretary of the Institute; J. A. Jackson, F.c.A., Chairman, 

Summer Course Committee; Robert P. Winter, C.B.E., M.C., T.D., D.L., F.C.A., President of the Institute; J. H. Mann, M.B.E., 

M.A., F.C.A., Vice-Chairman, Summer Course Committee; R. D. Thomas, Executive Secretary, Canadian Institute of Chartered 
Accountants. 


SECOND ROW (left to right): Messrs S. R. Harding, F.c.a., Speaker; W. G. Melrose, M.C., C.4.; N. McLaren, F.C.A., 

Speaker; E. Bostock, M.A., F.C.A., Leader of Group A; G. B. Judd, M.A., F.c.a., Leader of Group G; E. J. Frary, F.C.A., 

Leader of Group D; L. H. Clark, F.c.a., Leader of Group B; J. E. Sharman, F.c.a., Leader of Group 7; G. A. Holmes, F.c.a., 
Assistant Editor of ‘Accountancy’; C. H. S. Loveday, r.c.A., Under-Secretary of the Institute. 


BACK ROW (left to right): Messrs J. W. G. Frith, B.A., F.C.A., Speaker; W. T. Hunter, M.B.E., F.C.A., Leader of Group F; 
F. R. Reber, ¥.c.a., Leader of Group H; D. Garrett, F.C.A., Leader of Group E; D. P. Hubbard, B.A., Assistant Secretary of 
the Institute; A. H. Walton, F.c.a., Member, Summer Course Committee; S, J]. D. Corsan, F.c.A., Leader of Group C. 
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for the first seven years as well as deferring capital 
repayments. Concessions of this kind would reduce 
the effective rate of interest on a twenty-five-year 
doan from 54 per cent to below 3 per cent. 

In the years 1962-63 bilateral aid from the United 
Kingdom to colonies and independent’ Common- 
wealth countries amounted to just over £107 million; 
aid to other countries amounted to £30 million. 
Multi-lateral aid amounted to just under {10 million. 


THE CASE FOR BEARER SHARES 


N his last ‘Budget speech, the Chancellor of the 
Exchequer said that British public companies 
would be allowed once again to create new bearer 
Shares. It is now up to companies to take such action 
as they think fit and a booklet issued by ‘Thomas de 
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la Rue & Co Ltd called Why Bearer Shares? 
explains the nature of such shares and the advantages , 
which they have. l | 
The booklet points out that interest abroad in 
British securities is limited partly by our system of" 
withholding tax on dividends (a matter which the 
Chancellor of the Exchequer has promised to study). 
The advantages of bearer shares, according to the 
booklet, are the saving in stamp duty and the speed 
of transfer so far as the shareholder is concerned. 
From a company’s point of view the main advantage 
is that issuing bearer shares will encourage overseas 
investors to purchase them. This argument assumes, 


therefore, that a company wishes to encourage a 


more active interest in its shares, particularly in 
overseas markets. D _ ear 5 
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This is My Life... 


by An Industrious Accountant 
CHAPTER 191 


UR canteen services used to be the respon- 

sibility of the office manager. It was only his 
stern spirit of unflinching self-sacrifice in the 
company's service that had induced him to accept the 
function in its early days, and he only retained it, I 
suspect, because he was the stuff of which martyrs 
are made. He hugged his chains. He bore all the 
complaints and abuse with the air of an early 
Christian martyr trying to make himself comfortable 
against a bristly stake. I was proud to think that of 
such stalwart stock are accountants made. 

However, his patience wore out when our fat 
financial accountant complained that the Michaelmas 
goose was insufficiently spiced, so we've given the 
contract to a firm of industrial caterers. The staff now 
pay three shillings for a four-course meal and the 
company subsidize the difference. What arguments 
we had over the cost to the last ha’penny of every 
item! There was nearly a major breach over whether 
the roll-and-butter would be free, and we had three 
financial wizards at loggerheads over fourpence for 
a cup of coffee. So farewell to our old: muddling 
through, and greetings to the grumbles that the new 
scientific organization will provoke. 

I.remember well the origins of our first canteen, 
largely because my well-meant blunders sparked it 
off. The chairman had queried the alarming increase 
in the number of office typists, as even the best 


chairman will, and I retorted (hat. they 'couldn't 
function efficiently if they were cold. They were: 


blowing on their frozen fingers during, that icy 


January, flu absences were frequent, more staff were 


essential. In a spasm of chivalry I recommended a 


trolley service for morning coffee and afternoon tea; 


” - 


z Ge , 4 
.a cunning reference to consequent enhanced pro- 


duction and speedy output impressed the chairman 
considerably. Thesame brilliant technological thinking 
could be applied to the clerical and accounting staff, 
he surmised shrewdly; a major manpower reduction 
might well be attained at the insignificant cost of a 
few urns of tea. 

We beamed on each other. We pictured the 
troleys wheeled from desk to desk, the grateful 
thanks of the famished toilers, the renewed vigour of 


their'services. The chairman had the air of Wilberforce 


freeing the slaves from bondage; catching him when 
his enthusiasm was at its height I got his agreement 
to free biscuits also. 

I had a vague anticipation of a deputation of the 
staff arriving formally to thank me, the heartfelt 
speeches . . . ‘major breakthrough in employee‘ 
relations in British industry . . . dawn of industrial 
drapery millennium . . . youth at the helm and 
accountancy at the urn'. Possibly an engraved silver 
salver ... . perhaps even my portrait by Augustus 
John, with the chairman in the background. 

Well, anyhow, he told me to sort out the details 
and report back so that the other directors could 
review the scheme; so I started by having a chat with 
the office manager. Somehow his reaction seemed 
wrong. His eyes bulged and his Adam's apple gyrated 
like a yo-yo. I felt like a gift-horse being looked 
in the mouth, if you see what I mean. 

The staff, he explained with chilling detachment, 
would indubitably riot if the scheme was imple- 
mented. Their current, and much more attractive, 
custom was to, retire at intervals to the cloakroom, 
there to empty hot flasks and packets of sandwiches, 
exchange gossip, and read the papers. The veterans 
often took two such intervals. To chain them to 
their desks would be intolerable, not to be borne. 
They would look on me as a slave-driver. . . . 

Eventually, however, a reconsidered scheme devel- 
oped into-a full-scale company canteen .. . and not 
unnaturally we picked the office manager to carry 


the can. . 
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Globe Quarterlies 


HE Globe Telegraph & Trust Co Ltd is going 
to issue quarterly statements. Thus does the 
move for more frequent as well as more informative 


company accounting go forward. The decision was, 


announced by Sir Edward Wilshaw, the chairman, 
at the recent annual meeting. 

The company's year opens on July ist. "The first 
quarterly, Sir Edward said, would be issued in 
; October and the series would continue in January 
è and April, the annual accounts in July including the 
fourth quarter. 

The quarterlies are to be issued to the Stock 
Exchange and to the Press in the form of a statement 
showing the three months' earnings before and 
after deducting tax, with the comparative figures for 
the same period of the previous year. 

Sir Edward warned stockholders that too much 
emphasis should not be placed on the results of a 


particular period. Investment income came in on: 


varying dates and might come into one quarter one 
year and another the next. But he had no doubt the 
quarterly figures would be interesting. 


Giant 
Globe Telegraph goes back to the early days of 
cable communication, as Sir Edward reminded 
stockholders at the meeting. The first Atlantic cable 
was successfully laid in 1872. And with this demon- 
stration of the fact that long-distance telegraphy had 
really arrived, many cable companies, as might be 
expected, were formed to join in. 

Globe Telegraph itself was registered in 1873 with 


the object of effecting an amalgamation of cable. 


companies by offering their shareholders an exchange 
into Globe shares. The real objective, however, was 
not achieved; the response was not sufficient to give 
Globe control. But it did leave the company with 
substantial holdings in the cable companies and it was 
decided to retain those shares and to operate as an 
investment trust company. As ‘this week's reprint 
shows, it has become one of the giants of the 
investment trust world. 

The year under review, Sir Edward said, beat all 
records — and by quite large figures. Gross income 
from investments had passed the £2 million mark, 
actually amounting to £2,124,464. There had been a 
further appreciation of some £8 million in the 
value of quoted investments. The book figure this 
time was £12,859,950 against £12,471,366; aggregate 


market value had gone up from £32,097,040 to . 


£40,226,305. 
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THE GLOBE TELEGRAPH AND TRUST, COMPANY LIMITED 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 


30th JUNE, 1963 























É 
RECEIPTS g- 
Income (gross) from Investments T e 2,124,464 
Interest and Underwriting Commissions, etc. .. 11,758 
Total Receipts .. .. 2,136222 
EXPENSES:— 
General Administration Expenses "s s 44,502 
Directors’ Remuneration ge Ke Ls 9,800 
Debenture Interest aie T . Se 141,708 
Total Expenses .. T 196,010 
EARNINGS FOR THE YEAR BEFORE PROVIDING 
FOR TAXATION .. va T T .. 1,940,212 
TAXATION ON THE EARNINGS FOR THE YEAR:— 
Ineóme Tax S. d xS dx ase 51955 
_., Profits Tax. Ak A ée ër wu 2381000 
Total Taxation .. .. ` 789,955 
EARNINGS FOR THE YEAR AFTER PROVIDING 
FOR TAXATION . as ea OI l, 150,257 
BALANCE BROUGHT FORWARD FROM 
PREVIOUS ACCOUNT .. T .. 559,809 
Additional Relief from income?tax in respect of Over- 
seas Taxation attributable to previous years T -— 
, TOTAL SUM AVAILABLE - T . £1,710,066 
APPROPRIATIONS:— 
Dividends paid or proposed, less Income Tax:— 
Interim dividend of 33 pence (1961/62— 
3 pence) per 5s. unit of Stock ws .. 348,359 
Proposed final dividend of 32 pence (1961/62— 
43 pence) per 5s. unit of Stock .. a. — 348,360 
696,719 
Cost of increasing (by"£2,500,000) the Authorised 
Capital of the Company eg es Ps 12,500 
Amount transferred to General Reserve .. 250,000 
Balance carried forward as shown by Balance 
Sheet ap as es oe (RI ee 750,847 
£l ,710,066 








Previous 
Year 
1961/62 
£ 


1,753,214 
10,906 


Geurmommgonenggmggnggnnmgpeugg 


1,764,120 


SRR at 


43,812 
9,800 
141,708 


Erie iE n. d 


195,320 


1,568,800 





604,254 
35,000 





639,254 





929,546 


516,273 


60,709 





£1,506,528 
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278,687 


418,032 
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696,719 


250,000 


559,809 
£1,506,528 
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Looking Back 


Sir Edward is an enthusiastic upholder of the invest- 
ment trust principle and supporter of the ‘small’ 


ve no investment experience. Behind the company’s 
stock units, now standing in the market. at 
about 25s, is a portfolio of over four hundred 
investments, about 75 per cent being in undertakings 
operating in Great Britain. Looking backwards, he 
finds that anyone who invested. {100 in the company 
in 1951 would have today, without extra cost, 544 
units of stock worth about £680. 


It is board policy to build up by further investment 
from earnings and the business for stockholders at 
the meeting included a capital i issue on a one-for-five 
basis — with their chairman's assurance that it should 
be possible to maintain the dividend on.the increased 
capital. 

Sir Edward, born in 1879, entered the service of 
the Eastern Telegraph Company as a youth in 1894 
and has lived his life in the world of cable com- 
munication, its nationalization, and the application 
of the compensation to investment. Among a long 
list of decorations and offices held, he is a Past- 
President of the Chartered Institute of Secretaries. 


j investor. It is the ideal, he maintains, for those who 


Sinking the Safe 


CCOUNTANTS are much concerned with 

safes — and it was with that interest in mind that 
attention fastened on a page in The Magazine of Chubb 
circulated with the annual accounts o! Chubb & Son 
Ltd. 


In this feature, Chubb looks back to ‘Record 

Protection — 1840’, giving a sketch of ‘Chubbs Patent 
Mode of Preserving Valuable Property'. The iron 
safe depicted is 6 ft 6 in. high and 3 ft 3 in wide. It 
is housed in a well, beneath the ground floor, which 
‘may be excavated to any depth and formed either 
of stone, brick or iron as circumstances may require’. 
The cover to the well can be the top of the safe 
itself, or 'the door may be made to slide under the 
floor'. 


Apparently the essence of the 'Patent Mode of 
Preserving Valuable Property’ is in the ‘patent 
machinery’ with which "a man of ordinary strength, 
using only one hand, can raise an iron safe weighing 
one ton to the floor level from a well 15 ft deep in 
four minutes’. From the picture, it appears to involve 
no more than turning a handle and would obviously 
be a job for the articled clerk. Fortunately, safe 
making has advanced a long way since then. 


This may well be a reminder. of the disaster which 
fire can leave. As the Chubb Magazine says: ‘Every 
executive must stop and ask himself the question: 
"If I arrived this morning and found my office 
burned to the ground, where would I start? Would I 
have my records? Would I be able to reconstruct my 
accounts? Indeed, would I be able to oem my 
business again?” ', 
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CITY NOTES 


HE stock-markets, more particularly the equity 
sections, continue the running battle between 
economic hopes and political fears. On the hope side, 
the August trade figures, the July industrial produc- 
tion index, the unemployment figures and the signs 
of some improvement in the heavy end of industry 
provide useful enough evidence to keep the optimists 
happy. 

On the fears side, the reports of Cabinet argument 
on the merit or otherwise of an early general election 
provide a reminder that the Labour and Conservative 
Party Conferences are ahead and that there is still a 
considerable degree of uncertainty on the general 
election timing point. 

September market reviews by London stock- 
broking firms tend to take the line that economic and 
industrial factors will continue to be strong enough 
to hold the edge over politics as a market factor. On 
that basis the general forecast is for a continued, if 
irregular, equity rise. All the same the political proviso 
has to be made and, in markets, the political risk has 
to be accepted. 


RATES AND PRICES 


Closing prices, Wednesday, September 25th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


Bank Rate 
Dec. 8, 1960 59, Mar. 8, 1962 54% 
July 26, 1961 y% Mar, 22, 1962 ` 5% 
Oct. 5, 1961 cio April 26, 1962 à 
Nov. 2, 1961 695 Jan. 3, 1963 4% 
Treasury Bills . 
July 19 £3 15s 484d% — Aug.23 £3 14s obod% 
July 26 £3 1ss 2:64d?, Aug ao £3 145 544d% 
Aug.2 £3 15s 2:26d% Sept 6 £3 14s o'79d94 
Aug, o £3 13s gong Sept. 13 £3 13s 11-83d% 
Aug. 16 £3 13: 9°73d% Sept. 20 £3 13s 8-92d% 
Money Rates 
Day to day 22-32% Bank Bills 
7 days 24-38% 2 months 3 -3 8% 
Fine Trade Biils 3 months 3-3 8% 
3 months 5-54% 4 months 3-3 $8% 
4 months r^ 6 months 3#-34% 
6 months 546% 
Foreign Exchanges 
New York 2°79% Frankfurt 11'132 
Montreal 301% Milan 1742 ty 
Amsterdam 10°08¢ Oslo 20°02 
Brussels 139:63 Paris 13:715 
Copenhagen 19:29$ Zürich 12°07 
Gilt-edged 
Consols 4% 71$ Funding 3% 59-69 92% 
Consols SCH 461 avings 3% 60-70 oos 
Conversion 6% 1972 108% Savings 3% 65-75 844% 
` Conv'sion 53% 1974 1043; Savings 24% 64-67 — 93M 
Conversion 5% 1971 1023; ` 'lres'ry 5$ 26 2008-12 100¥% 
Conversion 3395 1969 941$ Treasury 5% 86-89 95H 
nversion 33% 62 Treasury 34% 77-80 83% 
Funding st% 82-84 104 Treasury 34% 79-81 824 
Funding 4% "60-90 osxd = Treasury 24% 45% 
Funding 34° 6 99-04 72 Victory 4% 981i 
Funding 3% 66-68 937% War Loan 34% 63 
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Aids to Efficiency — | 


SOME EXHIBITS AT THE BUSINESS EFFICIEN CY PNEU 
? 


HE National Business Efficiency Exhibition, at which some fio million worth of modern busi 
equipment is being displayed by over one hundred and fifty companies, takes. place at London's Olyn A 
from October rst to gth. Preview day for special guests of the industry is on Monday next. 

Equipment on show includes electronic computers, office printing and composing machines, calculators, 
accounting machines, dictating equipment, wage-paying machinery, charting and planning boards, duplicators, 
typewriters, photo-copiérs, furniture, safes and strongroom equipment, cash registers, addressing machines, 
filing systems, postal franking machines, cheque writing machines, data transmission equipment, radio tele- 
phones, closed-circuit television, mail opening, folding and sealing devices, and many other interesting aids to 
efficiency. Britain now supplies three-quarters of the countries of the world with business equipment and the 
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industry's exports last year ~ the highest ever — exceeded ud million. 


À three-day symposium on "Efficiency in business' 
will be held in conjunction with the exhibition. 
Organized by the automatic data processing section 
of Business Equipment Trade Association, the sym- 
posium, under the chairmanship of the Rt Hon. Lord 
McCorquodale of Newton, P.c., will take place at the 
Apex Restaurant, National Hall, Olympia, on 
October 7th, 8th and oth. Speakers at the sessions 
will be those who have been, or are, responsible for 
solving the problems of executive management. | 

The B.E.E. is open to the public daily from 10.30 
a.m. to 7 p.m., except on Saturday, October sth, 
when it will close at 4 p.m. 


Accounting 
HE Olivetti display will include two new Audit 


alpha-numerical accounting machines — Models | 
502 and 513. The Audit 502 is priced at £815 and has . 


all the features common to this Olivetti series of 
machines; these include automatic pre-posting proof 
of pick-up balances. The Model 513, at £1,075, has an 
extra accumulator and/or cross-footing register and a 
memory. This enables the pre-posting proof of account 
numbers to be done as well as pick-up balances. For 
invoicing, the company are exhibiting their new 
Mercator machines. These have electronic multipliers 
and a magnetic core store for multiplicands and 
products. Extensions, discounts, etc., are calculated 
at electronic speeds, while rounding-off is done 
automatically according to a programmed formula. 

British Olivetti Ltd, 30 Berkeley Square, London Wx 
(Stands 24/38). 


On the Remington stand is a series of Addo-X 
accounting machines that cost from £205 to £675 
according to the model selected. Carriages are from 
125 to 18 in. in length. A four-programme function bar 


is fitted to each machine but for those requiring more 


than four functions, extra bars are available. 
Remington Rand Ltd, Holborn Viaduct, London 
EC1 (Stands 84/90). 


A vital part of accounting procedures in banks, 
_ transport companies, stores, etc., isthe sorting, counting 
‘and totalling of coins. A complete range of machines 
‘for this task is on the LCC stand, including the 
Sortaccount series. From fifteen specifications, one can 





The 1.C.C. Sortaccount machine. - 


choose a machine from a four-coin sorter to a model 
that will sort, count and batch all seven British coins 
and provide sub-total and total values by electronic 
counters. The operating rate of these machines — 
which are priced from £210 to £1,250 — is 450 coins a 
minute. 

Conversely, the company also produce a series of 

coin-dispensing machines for paying wages, for the 


amusement trade or for issuing change. 


International Coin Counting Machine Co Ltd, 248 
Tottenham Court Road, London Wi (Stand 9). 


Automatic data-processing is no longer confined to 
large. companies. Every business that employs some 
form of mechanized book-keeping can now take a big 
step towards full automation — without upsetting 
ed methods or incurring heavy capital expen- 

ture. 

This is the theme of the National Cash Register 
stand — a theme that is supported by a representative 
selection of cash registers, adding machines, book- 
keeping machines and data-processing equipment. 

All National machines can be equipped to record 
business data in a form that enables it to be read and 
processed automatically. This gives every firm an 
opportunity to use the electronic computing centres 
which are now in operation throughout the country. 

! 
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Don't come to the I-C-T stand 


1300 Computer. High-performance 
and: ‘low-cost 
electronic data processing an economic 
reality for the smaller organisation. 


1004 Data Processor. Computer . 


capability at a fraction of computer 
cost— 80-column card reading and line 


printing at a rate of 400 cards and: 


lines a minute. 


8500 Document Processor. A new 
,M.LC.R., sorter/reader with eighteen 





computing. `" Makes. 
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unless you want to see the newest data processing equipment 


stackers. Handles original documents 
at 1,200 a minute. 


Other new equipment being demon- 
strated includes Datasend—the data 
collection, transmission and distribu- 
tion system similar.to that which 


‘enables Rootes to control the manu- 


facture.of the Imp by LOT computer. 


At the 1-C-T stand you can see a . 
: selection of the most up-to-date data 
. processing equipment. .-. discuss any 





particular aspect of data processing 
... obtain the answer to any data 
processing-problem you may have. 


ICT at the B.E.E. Olympia 


STAND 
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COMPANY MEETING 


FURNESS, WITHY 
AND COMPANY 


Improvement in a Difficult Year 


The seventy-second annual general meeting of Furness, 
Withy and Co Ltd was held on September 25th, in London, 
Sir Errington Keville, C.B.E., Chairman, presiding. 


The following are extracts from his circulated statement 


for the year ended April 30th, 1963: 


The group surplus for the year, after charging depreciation 
is £485,078 as compared with £288,890 in 1962, an improve- 
ment of £196,188.  . 


These are difficult years for our industry and the past year 
has proved no exception. There is at present no sign of any 
real or lasting improvement in the situation. However, there 
is growing evidence of a realization that the maritime nations 
of the world will have to work more closely together in their 
E to solve the many problems with which we are 

a 


Our industry is still grappling with the familar problems ' 
of flag discrimination. The fact that there are still too many 
vessels afloat to carry the world's seaborne trade is continuing ` 
to be reflected in a depressed charter market. 


As regards the imbalance between supply of tonnage and 
cargoes available, negotiations have been proceeding for 
some time on the initiative of the United Kingdom in an 
endeavour to reach agreement for the introduction of a 
tramp shipping stabilization scheme which it is hoped 
would have the ultimate result of controlling to a certain 
extent the numbers of vessels in service, and thus bring 
about more stable market conditions. It is still too early to 
say whether the scheme can be brought to final fruition. At 
the present time most owners of tramp ships are only too 
thankful to charter them if sufficient can be earned to equal 
the cost of the alternative of laying them up. 


I said earlier that there is a growing realization that some 
of the problems of the shipping industry can only be solved 
if the maritime nations can tackle them on a basis of 
increasing co-operation. For instance, it appears very 
unlikely that any one nation on its own can solve the 
problem of flag discrimination, but if a number of like- 
minded nations band themselves together, then their 
influence must surely be felt in persuading those countries 
which, for various: reasons, are practising flag discrimination : 
to abandon the system which strikes at the very roots of 
freedom of enterprise in the realm of international shipping. 


In the field of co-operation and consultation we must 
never forget the importance and interest of those ón whom 
we depend for our cargo. We expect in the near future to 
have discussions with representatives of a number of 
European Shippers’ Councils relating to matters which are 
engaging the attention of Ministers. This in my view is a 
progressive and most desirable development. 


The report and accounts were adopted. . 
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ARE - 
THESE. 
YOUR. : 

PROBLEMS ? 
- 






My factory wages are not paid on time. 


| must find an efficient credit transfer system for 
payment of monthly salaries. 


Our statements always go out late. _ 


We have serious delays in the payment of purchase 
invoices. 


My Accounts Department Is working too much 
overtime in correcting transcription errors. 


Too much time and money is wasted in signing 
numerous cheques. 


Analysis of sales of our hundreds of different lines 
by regions and sales outlets is almost Impossible. 


Our factory is constantly In trouble with complaints 
about overdue deliveries. | ~ 


Our filing department is increasing In size but not 
in efficiency. 


Our subsidiary company urgently requires a good 
Cost Control System. 


You would be amazed to know the number 
and scale of problems Anson have helped to 
solve for all kinds of organizations, from the 
one-man business to major concerns in 
British Industry. The same opportunity is 
available to you, without obligation. 


. Find out today what Anson ‘know-how’ can 


mean to you by posting the coupon below. 


LIFT THE WEIGHT 





` 
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Please let me have further details of Anson Systems. | i 


amn AJSRB 








Please attach to your letterheading and return to: 
GEORGE ANSON & CO LTD 


Solway House, Southwark Street, London SEI 
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., Computer input is created — without extra effort or 

aff in whatever form is most suited to a particular 

-Jiplication. The BEE demonstrations include 
achines that: 


Automaticaly create punched paper tape or 





TO: 


The new N.C.R. Input Preparation Unit consisting of an 
electronic account number verifier (left), an easy-to-use book- 
keeping machine, and an automatic paper tape bunch. 


puriched cards at the same time that essential ‘hard 
. copy records are prepared. 
Print information in characters that can be read 
by photo-electric eyes as well as by human beings. 
Encode information in the magnetic ink characters 
now adopted by British banks. . 
In many instances, the input data is created as a 
simultaneous and automatic by-product of work that 
has to be done anyway. And because it is fully verified 
during the one and only keyboard operation, it can be 
fed to a computer without further attention. 
. National Cash Register Co Ltd, 206 Marylebone 
Road, London NW: (Stand 54). 


The Contotronic, designed for sterling and decimal 
invoicing, is shown for the first time by the Ultra 
Automatic Business Systems Division. The machine 
operates via a programme, wired to control tbe input, 
the output, and the conversions from decimal to ster- 
ling. The Contotronic consists of an Olivetti typewriter, 
a punch and a reader. Instructions to the machine 
for a sterling conversion begin from an input source, 
usually edge-punched «cards. It can do discounts, 
refunds, and total the invoices. l 

An edit-control feature, allowing text to be laid out 
according to any desired format, is the newest facility 
on the firm's Tronictyper 800. A switch has been added 
to the back of the carriage, and as the carriage passes 
over the switch it reads a space code which is inter- 

` preted as a carriage return. When the machine reaches 
carriage return, it automatically alters to a space. 

Other machines on view include the Tronictyper 802 
for automatic letter-writing; the Programmat 900 
specially modified to permit a difficult invoice job to 
be done; and the Datatronic rooo, designed to punch 
tape for the English Electric KDP9 computer. 

Ultra Electronics Group, Western Avenue, London 
W3 (Stands 42/51). 
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Acral Ltd are exhibiting a series of electrically and 
manually operated key-set cheque protectors and 
signers. Adjustable gauges provide positive registration 
for all sizes of cheques or dividend warrants in single 
or continuous form. Cheques can be written to the value 
of £99,999 19s 11d after which the setting is automati- 
cally cleared or repeated at will. 

Key-setting of an amount takes a fraction of a second. 
Adjustable gauges on the cheque signers ensure 
registration for cheques or other forms, either singly 
or in continuous length. The series of signers embody 
five security features: 

(1) A tamper-proof counter and three locks provide 

complete protection to the machine. 

(2) An overload safety locking device is controlled 
by a micromatic setting for exact cheque thick- 
ness. If extra copies of the cheque are inserted, 
the signer is automatically locked and renders 
void any attempt to duplicate by the use of 
carbon paper. , 

(3)'There are no ribbons to contend with. Lave 
indelible ink shreds into the fibres of the paper. 

(4) The Acral Cheque Signer embodies a sealed-in, 
nen-reset counting device, which counts only 
when each cheque is printed with the signature 
plate in place. 

(s) The signature plate is simple to remove for safe 
keeping and designed to take a single or double 
signature. 

Acral Ltd, Sentinel House, Southampton Row, 
London WCz (Stand 11). 


Prominent on Burroughs stand are applications 
designed to produce input into computer systems. Such 
machines as the P.600R. adding machine-to-tape and 
the F.rooP. accounting machine-to-tape, demonstrate 
the ease of operation and the flexibility of the equip- 
ment on day-to-day work in the accounts office. 
Accuracy of the punched information is ensured by a 
check digit-verifier. 

In the conventional accounting-machine field, 
Burroughs will show their 4000 system on a factory 
production-control application. 'l'his equipment com- 
prises an electronic accounting machine linked to an . 
automatic reading unit. In this system unlimited 





Burroughs Series P. 600R. adding machine to punched tape 
equipment. 
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magnetic storage of information is obtained, from which 
material scheduling is carried out automatically. The 
application being demonstrated is being used in a large 
engineering factory.  * 

Other Burroughs machines, such as the 7.6000 on 
hire-purchase accounting and the F.rooo typewriter- 
accounting machine on local government accounting, 
will be seen at work on jobs used in various parts of the 
country by firms with well-known names. 

Burroughs Machines Ltd, 356 Oxford Street, 
London Wr (Stands 39/53). 


Pride of place among a range of data-processing 
machines on the Friden stand is the Computyper 
BTP-3, a semi-automatic invoicing machine, which is 
exhibited for the first time in the U.K. 

This unit consists of an IBM Model C typewriter 
connected to a modified Friden calculator. The 
calculator and its associated circuitry are housed in an 
attractive wood desk of modern design which forms an 
integral part of the unit. 

Connected to the desk is an 8-track Friden tape 
punch for punching a by-product tape. Any informa- 
tion which appears on the invoice may be selected for 
inclusion in this tape. The operation of the machine 
is controlled by a bank of sixteen programme keys, 
located in front of the typewriter keyboard and by an 
actuator rack fixed to the rear of the carriage. 

The operator selects the type of entry required, viz. 
quantity X price, percentage discount or surcharge, add 
or subtract, and then enters the appropriate data 
through the keyboard (the machine does not incorporate 
any automatic input facility). Carriage movement, 
ie. tabulations and carriage returns, are controlled 
automatically throughout by the programme originally 
. selected. 

Extensions, sub-totals and totals are calculated and 
printed automatically; also, they are punched auto- 





The Friden Computyper B TP-3, a 
machine: 


semi-automatic invoicing 
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English Numbering Machines’ Statistical PNE keyboard 
operated model. 


matically into the by-product tape as required. The 
output tape containing this selected information can 
then be used for producing sales statistics by means of 
tab cards or a computer. 

Friden Ltd, Friden House, 101 Blackfriars Road, 
London SEx (Stand 95). 


On exhibition for the first time in Britain are two 
models of a new range of statistical analysers, from 
E.N.M. Ltd. These have been developed for various 
kinds of whole number work such as unit-sales analysis, 
stock and production control, work-control analysis, 
allocation of time, labour and machine capacity. 

They are desk units containing banks of counters, 
each registering a quantity. The counters are actuated 
either by remote input or from self-contained key- 
boards. Add and subtract and resetting to zero facilities: 
are available. 

Whilst the analysers can be made with the number 
of registers to suit different requirements, those on 
exhibition have nine and twelve registers respectively. 
One of the analysers has been coupled to an ENM 
Series 48r high-speed printout counter. This unit 
gives a choice of printing either each tranasction or an 
overall total of all registers. 

English Numbering Machines Ltd, 25 Queensway, 
Enfield, Middlesex (Stand 152). 


A new exhibitor to the B.E.E. is Industrial Account- 
ancy Partnership Ltd, who are showing the Du-op 
systems of data collection for hire-purchase accounting, 
dividend calculation, time-cost analysis, numerical 
analysis and stock control. : 

The Du-op equipment, originally designed for 
dividend calculation in the Co-operative movement, 
records numerical data automatically. The machine 5 
produces a variety of printed documents and a punched 
paper tape which can be converted into any of the ~ 
required inputs for a punched-card installation or 
computer system. 

The basic machine can record sixteen digits of 
information, or thirty-two digits with a double record- 


‘ing, each digit containing from one to twelve recording 


positions. Operation can be automatic, by reading from 


^ 


"THE 


September 28th, 1963 ACCOUNTANT 399 


a pre-punched card, or can be manually set up by 
levers. 
| Industriel Accountancy Partnership Ltd, 39 Park 
b London Wi (Stand rei, 


Apart from cash, many safes today are designed to 
hold valuable documents and most modern safes 
incorporate some kind of fire-resisting material. These 
safes can withstand the most intense heat so that when 
retrieved from a mass of rubble their contents are 
intact. Details of the tests that are carried out can be 
obtained on the stands of such manufacturers as 
Chatwood-Milner Ltd (Stand 73), Chubb & Sons Lock 
& Safe Co Ltd (Stand 61), and Stratford Safe Co Ltd 
(Stand rro). 


The Autho-Visor system from Halsby & Co is a new 
coding concept. Signatures, handwriting, typed data, 
drawings, etc., can be optically and photographically 
scrambled so that the resultant 1 image is unintelligible. 

^ Lhough originally designed for savings accounts, the 

© Autho-Visor system can be used for deposit accounts, 
safe deposit box entrance, etc., where signature 
identification is required. The encoded data or sig- 
nature can be on an identification card or in a pass- 
book, When placed into a reader, the scrambled 
signature is decoded to render the signature sharp 
and clear. Since a completely different prescription 
screen is used on each Autho-Visor installation, 
material from one organization cannot be decoded 
with the equipment used by another organization. 


Calculating 


HE electrically operated Contex 2044 and its hand- 
operated brother the roA are small (9 X 7 X 4 in.) 
machines, but they are capable of being used for a lot of 
office calculations. 
A quick-transport key enables the operator to set up 
the correct position of divisor and dividend. Large 





The Contex 2044 calculator. 





numbers can be multiplied with speed. Figures for this 
type of multiplication can now be set into the machine 
using its maximum capacity and by multiplying from 
left to right (as the figures are written). Maximum 
use is made of the results register and insignificant 
seventh or eighth place decimal figures are cut off. 
Constant factor multiplication can be done by the use 
of quick-transport key. The Contex 20A operates at 
up to three hundred and fifty revolutions per minute. 
The Contex roA has the same features as the 204, but 
is hand operated. These two machines are priced at 
£78 15s and £49 7s. 

Office Machines Ltd, 169 Tottenham Court Road, 
London Wr (Stand 80). 


ene, te ASS eee A, 


- $us * 
à ss d un M Nei dr: A ena 





Olivetti Divisumma GT?4 printing calculator. 


Divisemma GT24 is the name given to a new 


printing calculator on the Olivetti stand. This machine, 


priced at £249, has all the features of the earlier 
Model 24, but it also has a grand total accumulator — 
hence the prefix GT. 'T'his totalizer allows the auto- 
matic and algebraic accumulation of positive and 
negative totals or sub-totals, products and quotients. 
Furthermore, it provides back-transfer facilities. Apart 
from this new model, the company are exhibiting five 
printing calculators (two with rs in. carriages) and a 
series of simple adding-listers. Of interest is the 
versatile Summa Prima 20, a small hand-operated 
machine which at £39 15s is good value. 

British Olivetti Ltd, 30 Berkeley Square, London 
Wh (Stands 24/38).. 


The new range of 993 adding calculators are on 
view on the Sumlock Comptometer stand, together 
with the now well-established Anita—the world’s 
first electronic desk-top calculator. The 993 series 
covers four machines that range in price from £265 to 
£330. With a capacity of thirteen answer figures, each 
of these machines can be used for all four arithmetical 
processes and is able to give all addition answers in 
sterling. 

Sumlock Comptometer Ltd, 39 St James’s Street, 
London SW (Stand 18c). l 

Muldivo’s contribution this year includes Madas 
and Precisa calculators, and R. C. Allen and Precisa 
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adding-listers. Among the latter is the Model 162, a 
high-speed decimal machine.. This has a memory store 
and a repeat-recall system. On the calculator side, the 
company are showing the Tutor, a low-priced lever- 
operated instrument developed for instructional 
purposes. Besides its use for teaching basic arithmetic 
in a clear and interesting way, the Tutor can be used 
for more advanced computations. 

Muldivo Calculating Machine Co Ltd, Dorset 
House, Salisbury Square, London EC4 (Stand 88). 


With a working capacity of 12x 8X 16 in., and two 
storage registers as well as a memory register, the new 
Diehl Transmatic printing calculator should provide 
some interesting demonstrations. 

Archimedes Diehl Calculating Machine Co Ltd, 
Chandos House, Buckingham Gate, London SWtr 
(Stand 97). 


Communicating 


HE Receptionist, providing normal automatic 

answering service, is the first Robophone to be 
offered at the low rental of £x a week (for a period of 
seven years). It has one fixed pre-set answering an- 
nouncement of seventeen seconds' duration, and two- 
way conversion recording with independent manual 
operation of all controls. With a total recording capa- 
city of ninety minutes, the Receptionist can also be 
used for dictation via the telephone handset. 


The Robophone Secretary is a standard auto- 
answering machine with two-way conversation record- 
ing, complete dictation facilities and a three-hour 
recording capacity. It can be rented for three, five, or 
seven years at rates of 355, 32s or 27s a week. 

A new Robophone auxiliary also making its Olympia 
debut is the Multi-Line unit. Where a user has tele- 
phones on two or three lines, whether from different 
exchanges or the same one, the machine has until now 
been able to. serve only one of them, except for con- 
secutively numbered lines. 

The Multi-Line unit is connected between the 
machine and the lines. Selective switching connects the 
machine to any individual line for day working, leaving 
the others free for normal operation. When the office 
is closed, the machine will accept calls singly from any 
of the lines. The rental of this new unit, which runs 
concurrently with that of its associated Robophone, is 
6s 6d a week for the two-line model, and 75 6d for the 
three-line version. 

Robophone Ltd, 179 Tottenham Court Road, 
London Wt (Stand 135). 


Computing 


HE IBM Data Processing Division are bere a 
1449 data-processing system, the low-cost com- 
puter introduced last October; the first production 
models are now being installed. Demonstrations of 
typical business applications are being given each day. 
Computers of this type have been ordered by every 
branch of industry — aluminium and steel fabrication, 
vehicle manufacture, paper and plastics industries, 
printing and publishing, engineering, distributive and 
local góvernment. 
There will also be on show a selection of IBM's 
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range of punched-card accounting machines, including 
the 609 electronic calculator. 

IBM United Kingdom Ltd, ror k Street, 
London Wi (Stand 57). 


_ LC.T. are exhibiting three machines which have not 
previously been shown at a public exhibition. 'T'hese are 
the LCD 1300 computer, the roog data processor 
and the 8500 document processor. A feature of the 17300 
computer is the + in. magnetic tape system produced 
by I.C.T.’s subsidiary company, Data Recording Instru- 
ment Co Ltd. The 1300, like its larger brother the 7301, 
has a million-cycles-a-second pulse rate and is available 
in a variety of configurations of immediate access, drum 
and tape stores. Card reading and line printing operate 
at a machine speed of 300 cards/lines a minute. 

The roo4 data processor offers computer capability 
to eighty-column punched-card installations. Together 
with card reading and line-printing at machine speeds 
of up to four hundred and ninety-nine cards/lines a 
minute, the 1004 has exceptional calculating facilities 


for a machine of its size, calculations being made at up «lli 


to seven thousand five hundred a second. Automatic 
output card punching, at 200 a minute, is optional. 

The 8500 document processor reads and sorts a 
wide variety of documents encoded in magnetic ink 
with the E13B type face, though it will accept other 
MICR formats, including the European standard 
CMC 7. Documents are read at a speed of 1,200 a 
minute and the $500 is particularly versatile. While 
sorting in the normal digital way into ten of its eighteen 
pockets, it can, on each pass, identify and select 
documents for any six high activity account numbers, 
thereby eliminating these from any further column-by- 
column processing. 

International Computers and Tabulators Ltd, 149 
Park Lane, London Wr (Stand 32). 


For training in computer techniques, there is the 
Remington Univac 422. This machine, which costs 
£16,500, measures 54 by 26 by 9 in. and can be: 
mounted on a sturdy trolley for moving from room 
to room. Not only can the equipment be used. for 
training programmers and operators but it can be used 
to test ideas before they are programmed for a large- 
scale computer. 

The Univac 422 performs four basic training 
functions: 

(1) teaching of data processing fundamentals through 

` student participation in console interpretation, 
the use of binary and octal notation and logic 
circuits ; 

(2) orientating the novice programmer as well as 
permitting the intermediate student to advance 
rapidly by realistic duplication of large-scale 
programming problems, flow charting, coding, 
indexing, debugging and interpretation of results; 

(3) enabling potential computer operators to learn 
i how to prepare programme tapes, load pro- 

grammes, use a control console and read and 
interpret console indicators; 

(4) providing first-hand experience in maintenance 
procedures, including fault diagnosis, isolation 
of troubles, use of test equipment, diagnostic 
routines, and testing and replacement of circuit 
modules. 

Remington Rand Ltd, 65 Holborn Viaduct, London 

ECzx (Stands 84/90). ` Ss 
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have been registered through 
our Ágency 


Our policy has always been to 
provide the finest service at the 
lowest cost; that our name has 
become well known throughout 
the Profession is the measure 
of its success 


As a result of expansion we 
are now able to introduce 
ourselves to Accountants who 
have not yet had the benefit of 
our services | 


Full particulars on request 


You can always get your money 


out of the Leicester Permanent | i H. A Just & Co. Lid. 


very quickly 
—once you get past the crowds . : 
J of people rushing to putthelrsin. — . Company Registration Agents 
J | 71 New Oxford Street, W.C.1 
LEICESTER PERMANENT BUILDING SOCIETY TEMple Bar 2261 


Head Office: WELFORD PLACE, LEICESTER 
London Office: 49 PARK LANE, WI 
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computes and posts PG 
Smulaneody- WEE S. 
with multiplication in Sept 
Ps.d.and/ordecimal 1 


' With the complete integration of automatic electronic 
computing and all-purpose, high-speed record posting 
facilities- in one compact unit, divided-job procedures can 
now become single-stage routines. Instead of the calculation, 
checking and record-posting processes being carried out 
separately on a variety of equipment, they can now be done àt 
one and the same time- by one operator on one machine - with YOUR OWN LIBRARY OF STANDARD FACTORS 
only ONE handling of the original media. 








An unlimited range of “factor- 


Note: The COMPU-TRONIC can capture data on punched mats" is available by which vir- 


paper tape or on punched cards. By this means, dala tually any standard-factor com- 
required for processing by computer (or punched card 


system) can be translated into computer or P.C. ode ae a ` Putation can be carried out (and 
pure by-product of conventional, record-posting procedures. checked) entirely automatical ly. 





ANOTHER STROKE OF GENIUS BY 





The National Cash Register Company Limited, Marylebone Road, London NW1 and all main Business Centres, 1040 Branches In 120 Countries 
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The 9500 Optical Scanning Punch is an example of 
new developments in computer peripheral equipment 
and one is to be installed by the Manchester Computer 
Centre Ltd as a part of their data-processing equip- 
ment. The machine supplants manual punching of 
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- Addressograph 9500 optical scanning Geen 


_..abulating cards by optically scanning information, 
which has been printed in a bar code ‘at outlying 
locations on punched cards: the data is automatically 
punched back in each scanned card at a rate of 180 
cards a minute. Accuracy is ensured by built-in 
checking devices and, at the data source, inexpensive 
Addressograph data recorders are used by unskilled 
operators to provide a simple low-cost means of 
presenting data in consistently reliable form. 

Addressograph-Multigraph Ltd, Maylands Avenue, 
Hemel Hempstead, Herts (Stand 82). 


Copying and Microfilming 
"us new Ilfoprint system will copy anything in 


black and white colour whether single or double- 
sided, opaque or translucent, and is suitable for the 
reproduction of the pages of magazines, any typed or 
handwritten matter, showcards, layouts, line drawings, 
-screen and continuous-tone images, etc. Translucent 
masters can be made for subsequent copying by the 
dyeline process and prints can also be produced from 
photographic black-and-white or colour negatives. 
The Ilfoprinter, with push-button controls, is com- 
pact, soundly constructed, and simple to operate. 
By means of a transistorized timer and a strong light 
source, exposure times are down to a second or two for 
the negative, and to about three seconds for the positive. 
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The sensitized materials used have the developer 
built-in, so that only an activator and a stabilizer are 
necessary. The same grade of | paper is used for both 
negative and positive copies and all operations are 
carried out in normal office lighting. The prints are 
produced as a strong blue/black image on a white 


ground. 
Ilford Ltd, Ilford, Essex (Stands 47/168). 


As more and more documents are being transferred 
to microfilm, a swift and sure method of. locating 
individual documents is essential. This can be achieved 
by the Recordak retrieval system, being demonstrated 
on the Kodak stand. The system uses the new Recordak 
Image Control Keyboard which, when combined with 
the Lodestar Reader Printer, enables the operator to 
locate any single document from among thousands on 
microfilm. ‘The operator merely inserts into the Reader 
Printer the pre-indexed film enclosed in a convenient 
re-usable film magazine. No take-up spool is necessary 
and threading and re-threading are eliminated. The 
index code number is keyed on the board and the 
desired document is automatically located and within 
seconds flashed on the reader screen. The average time 
taken to locate a document is only ten seconds, while 
in less than a further minute a paper print 8$ by 114 in. 
can be exposed, developed, cut to size and delivered. ` 

Other well-known and well-tried items from the 
Recordak range will be shown on the stand, as well as 
two new microfilm readers. 

Kodak Ltd, 246 High Holborn, London WC: 
(Stands 21/55). 


The manufacturers claim that the Filmsort rooo 
processor camera is one of their most important 
advances in the microfilm field; it represents an 
entirely new concept in active uses of microfilm in 
commerce. The unit performs the functions of three 
different pieces of equipment, a camera, a film pro- 
cessor and a film mounter. At the touch of a button the 
unit will photograph an original document on micro- 
film, process the microfilm and deliver the frame 
mounted in a Filmsort aperture card. No skilled 
operators are necessary, say the makers, for this 
£1,375 piece of equipment. 

Minnesota Mining & Mfg Co Ltd, 3m House, 
Wigmore Street, London W1 (Stand 81). 


Filmsort combined camera, processor and. mounter. 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does — 

not necessarily agree with, or hold himself responsible for 
the opinions expressed. 


Plant Leasing 


SIR, — I found the article on plant leasing by Mr 
R. Ogden, F.c.A4., which appeared in your issue of 
September r4th, very interesting, especially the 
comparison between the respective cost of leasing 
and hire-purchase. 

The example given disclosed that leasing is £662 
cheaper over a period of five years. However, I think 
it should be pointed out that in the case of hire- 
purchase, at the end of five years the company owns 
the machinery which originally cost £10,000, which 
must have some sale value which can be set against 
the net cost of £6,054. 

In any case, if we assume, for the purpose of the 
example, that the machinery is worthless, there are 
still £3,915 of- capital allowances which can be 
claimed; this would result in the company receiving 
a tax allowance of f2,104, which means that the 
true net cost for hire-purchase is £3,950. 


I would very much appreciate Mr Ogden’s ` 


comments on the above subject. 
Yours faithfully, 

Stoneleigh, Surrey. R. J. YOUNG, A.C.A. 
Sir, — Whilst I was extremely interested to read the 
article on plant leasing by Mr Ogden, I would 
mention the following points. 

If plant was being purchased by means of a bank 
loan, the five-year interest securities would be 
considerably less than the £2,025 (at 6 per cent it 
would be £1,500). Mr Ogden admits this but what 
he does not bring into account is the fact that in his 
example if the item of plant were sold, there would 
be a further £3,915 to be allowed as a balancing 
allowance if the plant was sold for scrap value. Hence 
in industries (such as building contracting) where the 
life of the plant is approximately five years, or even 
up to ten years, then it is obvious that there are 
definite advantages in outright purchase of the plant 
which enables the purchaser to claim 130 per cent 
allowances. 

I would be very interested to hear of anyone who 
has worked out anything to the contrary, ie. that 
it may be advantageous to lease if the average life of 
the plant is five years. 


Yours faithfully, 
P. J. ELLICOTT, A.C.A. 
SECRETARY, 
Rushden, Northants. ROBERT MARRIOTT LTD. 
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SIR, ~ A great deal of publicity has recently been 
given to a form of financing plant and machinery, 
known as ‘finance leasing’, and it was interesting to- 
see the paper on the subject presented by Mr R. 
Ogden. id 

None of the publicity I have seen to date, however, 
clearly sets out a comparison of the overall net cost 
over the working life of the machinery of leasing with 
that of acquisition by outright purchase or use of 
hire-purchase facilities. Your editorial headnote 
stated that Mr Ogden’s paper compared ‘the 
economics of leasing with outright purchase’, but, 
despite this promise, it did not give an overall net 
cost comparison - which is the main type of 
‘economics’ any board I have had the privilege of 
working for have been interested in. 

I would like to attempt to rectify this omission, 
with the help of the figures used by Mr Ogden to 
illustrate the incidence of tax reliefs in the first five 
years, as follows: | We 

Comparison of cost of leasing with that of hire-purchase 

Assuming, for simplicity, plant scrapped at end 

of ten years, with no residual value — all other 

figures as used by Mr Odgen for purposes of 
illustration only. 

















Leasing | £ £ 
57 monthly rentals of £204. 11,628 
63 » » p» IO 630 

12,258 
Less: Tax at 53775 per cent 6,588 
Net Cost .. £5,670 

Hire-purchase CA 
Capital repayments 10,000 
Five years' interest. 2,02 

I2,025 
Less: Tax at 53775 per cent on: i 
Interest 2,025 
Investment allowance 3,000 
Capital allowances.. 10,000 
£15,025 = 8,076 
Net Cost £3,949 








Thus the net cost of acquisition on hire-purchase is 
£1,721 (or 17 per cent on the original cash price of 
the plant) Jess than the net cost of leasing. 


Like Mr Ogden I; too, have a ‘vested interest’, 
though my company offers both hire-purchase and 
leasing facilities. 

8 Yours faithfully, i 
London EC3. C. D. JACKSON, F.c.a. 


[Mr Ogden writes: I think my paper covered your | 
first reader’s point about sale value at the end of five 
years under the heading ‘Termination of Lease’ on 
page 307, fifth paragraph. As in the case of a company 
owning the machinery, a lessee company can reap 
the benefit of any residual (or sale) value since this 
would be taken into account in fixing rentals for a new 
lease comprising replacement machinery. It is not 
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inconceivable that the same end could be achieved if 
jns machinery were not replaced. 


Regarding this reader's penultimate SE and 
the points raised by the other two readers, I did . 


“mention on page 308, eighth and ninth paragraphs, 
that from the point of view of deferred purchase, or 
outright purchase the figures shown in . the. example 
are not the end of the story, etc. 

One must compare like with like and the purpose of 
the example was to show a comparison to the end of 
five years, after which rentals in the example became 
virtually peppercorn under leasing and title passes 
under deferred purchase. 

Unless by that time the machinery is in fact scrap 
and is sold as such, it would take many years to obtain 
the benefit of the further capital allowances amounting 
to £3,915 and it would surely only be correct to bring 

figure into the comparison if the life of the 
machinery were known to be limited to five years. 


It is felt that one should not consider leasing only - 


‘rom the taxation aspects. One cannot have everything 
in this world and the various advantages and dis- 
advantages have to be considered in relation to the 
precise circumstances of every individual case.] 


D 


Finance Act Anomalies 


SIR, ~ A partial answer to the problem of Schedule A 
inequity would be to substitute "fiscal year’ net annual 
value for ‘basis year’ net annual value in computa- 
tions of Case I assessments. It is quite obvious that 
the Ministers at the Treasury are under the impression 
that this has always been the practice anyway, and it 
should not be difficult for them to agree that if they 
put an interpretation to section 136 of the Income 
Tax Act, 1952, which is different from the generally 
accepted interpretation, some special concessions 
Khould be made; the ‘concession’ of the Eighth 
Schedule does virtually nothing for the main body of 
de under section 29 (1) of the Finance Act, 
1993 
If a revision were to be allowed in respect of, say, 
six years up to and including 1962-63, by allowing a 
deduction for 1962-63 equal to the difference between 
the net annual value of, say, 1956-57 and that of 
1962-65 (in addition, of course, to the deduction in 
respect of net annual value already made in the 
1962-63 computation), there would be some.measure 
of relief to businesses which have expanded their 
premises over the past few years. 
- Yours faithfully, 


Welling, Kent. P. W. CHUBB, a.c. 


European Congress of Accountants 


SIR, ~ It is not surprising that a country whose 
economic prosperity is largely based on the distilling 
industry should also be the'one in which accountancy 
matured sufficiently early for the first professional 
accountancy body in.the world to be founded in 
Edinburgh. 

There is a parallel to be drawn between the 
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distillation of grain and malt to make whisky and that 
of figures and business records to make a balance 


Sheet. - | ` 


Here, however, the parallel between an industry 
and a profession must cease. We all enjoyed the 
Congress with its flawless “administration, its gay 
parties and ‘its interesting visits. But some of us 
deplored the distillation of the Congress papers on 
accountancy problems to a few general remarks 
from which no end-product could possibly emerge. 

May I humbly recommend to those who will be 
responsible for organizing future European and 
international congresses that they should reduce the 
arid plenary sessions to a brief opening and closing 
of polite and gracious speeches, and should allow all 
participants in small groups to get together to discuss 
a variety of problems chosen by inviting papers from 
all who are doing new and original work. 

The growing point in any profession, in a century 
characterized by rapid growth and change, is largely 
found in an age group too young for recognition. A 
congress forms an opportunity for these men to get 
together and to meet more experienced members of 
the profession. In this way new ideas will not only 
emerge, but may fructify. l 

Yours faithfully, 
HAAR 


(Nom de plume of an English 
chartered accountant.) 


Cash Discounts 


Si; ~ I have just sighted page 196 of the August 17th 
issue of The Accountant and would express a view on 
the above subject as requested by Mr Huggett. 

An invoice is a list of goods shipped or sent, with 
prices and charges. It may be dispatched with the 
goods or soon after the goods have been dispatched. 
In any case it is dispatched before a statement 
(where necessary). 

For the purpose of this subject a statement is a 
list of unpaid invoices with the balance outstanding. 
Sometimes it shows. cash p and/or credit 
given. 

A debtor must be aware of the terms of credit 
facilities of his creditor. Since it is the normal 
commercial practicein the West to forward the invoice 
with the goods or by post soon afterward, it is 
therefore the responsibility of the debtor, if he wants 
to take advantage of the cash discount terms, to 
ensure that the invoice is received within the time 


. limit. 


If he settles his debt less discount on the strength 
of the information contained on a statement or an 
invoice ‘after the prescribed time has elapsed, the 
creditor reserves the right to disallow the discount. 

It would not be a good defence to say that the 
post was late. 

— . Yours faithfully, 
^ YEKINNI ALAFIA, A.C.A. 


Lagos, Nigeria. 
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Cost Accountants’ Summer School 
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RESIDENTIAL COURSE AT CAMBRIDGE 


The fourteenth residential summer school of The 
Institute of Cost and Works Accountants was held this 
week at St Catharine’s College, Cambridge. Three 
papers were presented: ‘Interfirm comparisons — some 
productivity aspects’, by Mr S. M. Kersley, a.c.w.a., 
of Gerard Brothers Ltd; ‘Productive costing’, by 
Mr R. V. Denby, F.c.w.a., of British Bakeries Ltd; 
and “The economic background to business decisions’, 
by Mr R. G. H. Nelson, F.c.a., F.C.W.A., of the Plessey 
Co Ltd; these papers are summarized below. In 
addition, Dr Denis Chapman, 3B.SC.(ECON.), PH.D., of 
the Department of Social Science, University of 
Liverpool, addressed the school and his talk on 
‘Communications’ was followed by open discussion. 


Inter-firm Comparisons 


In the first paper, Mr S. M. Kersley, A.C.W.A., said 
that it was management’s responsibility to ensure that 
the goods produced were competitive in quality and 
price and still remained 
profitable. In the main, prices 
could not be controlled by 
any one company, but cost 
could be controlled and it 


parisons became important. 

The author mentioned 
comparisons arising at trade 
exhibitions, management 
courses and summer schools, 
and formal schemes of inter- 
WË: tmt s SE of main 
vp ancial and operating ratios. 
Ve One of the chief obstacles, 
fear of disclosure, ceased to exist when comparisons 
were confined to labour productivity, and plant 
operation and yields. Business friends could be 
approached and invited to join a scheme, and the 
company’s cost accountant should take part in 
preliminary discussions as he would have responsibility 
for preparing the figures for comparison. 

In the case of his company, the number of partici- 
pating firms was small, and the comparisons confined 
to plant operations and yields. In view of this, the 
participants agreed to submit and publish figures under 
their own names. As confidence grew, assistance in 
solving problems became customary and inter-company 
visits more frequent. Qualities and specifications of 
raw materials also found place on the agenda. The work 
could be extended to investigating plant development 
and research overseas, where more comprehensive 
coverage could be achieved if each company visited a 
different country and gave a detailed review to ail 
others. If, as a result of the survey, a project was found 
to be of interest to a few participants, a group approach 
to the manufacturer could lead to purchasing on more 
advantageous terms. . 





was in this field that com- 


Productive Costing 


Under the title ‘Productive costing’, Mr R. V. Denby, 
F.C.W.A., expressed cost accountants' awareness of the 
problems which had to be faced by the rapidly growing 
organization, and how neces- 
sary it was to review and take 
stock of the ever changing 
situation. The Institute had 
shown itself able to keep 
abreast of change and devel- 
opment, but even the most 
efficient organizations could 
benefit from an independent 
appraisal. A scrutiny of 
current costing techniques, 
practices and motives was 
opportune, particularly 
during National Productivity 
Year. 

If the management accountant was to ensure that 
the business world made the most effective use of his 
resources, he must possess a thorough knowledge of 
the industry and processes with which he was 
connected; power to assimilate, sieve and present 
information clearly; ability to deal with people at all 
levels, and «the capacity for suggesting practical 
solutions to problems. In many respects eagerness for. 
embellishing calculations must be balanced by eager- 
ness to get things done. He quoted criticisms of 
accountants who were absorbed in figures to the ex-, 
clusion of the facts and people who gave rise to them. 

Where did they go from here? He was convinced 
that some accountants had allowed their feet to lift 
from the ground, and this had been brought home to 
him during the past year when on the receiving end 
of figures and reports produced by accountants and 
cost accountants, with’ responsibility for deciding 
appropriate action. During the past fifteen years cost 
accountants had been probing into the costs and 
organization of production, selling, distribution and 
administration departments, but now that most cost 
departments had become established they were just 
as likely to be investigated by internal audit or 
organization and methods specialists as any other 
section of the firm. Some accountants seemed resentful 
of such investigations. 


Overall Profit Plan 


Above all, they must break down the barriers of 
misunderstanding. They must give more | careful 
consideration to what the foremen, departmental 
supervisors and other managerial levels really needed, 
and curb the obsession that they knew best what 
should be provided. The cost accountant’s special 
skill and knowledge of company affairs was vitally 
necessary in establishing an overall profit plan, and 
this development had been recognized by the Institute 
in the new examination syllabus. 





Mr R. v. Denby 
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TELEPHONE: MAYFAIR 7666 
Ke and at ç South Charlotte Street, Edinburgh 2 


Please help 30,000 
Limbless Ex-Servicemen’ 


urges Sir Winston Churchill 


Many of the 30,000 British Limbless Ex-Servicemen are 
completely unable to help themselves. All are gravely 
handicapped but none need lose hope, provided they 
are given help in conquering their disability. More 
money is urgently needed to acquire, maintain and 
equip homes in which they can be given a period of 
convalescence or care and comfort in their old age. 


BLESMA is not aided by the State 
Donations or legacies should be made to:— 
Major the Earlof Ancaster, T.D., Chairmanof Appeal(A.44) 
Midland Bank Ltd., 89, Charterhouse Street, E.C.1. 
BRITISH LIMBLESS 
EX-SERVICEMEN'S ASSOCIATION 


(Registered in accordance with the National Assistance Act 1948 
and, as a charity, under the Charities Act, 1960.) 





VALUATIONS 


for Balance Sheet Purposes - Mortgage 
Probate - Insurance - Investment - Sales 


Letting - Management &. Rating 
of 
Business & Industrial Properties 


throughout the British Isles 


HILLIER PARKER MAY 
& ROWDEN 


77 Grosvenor Street, London W1 
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Punched Card Processing Service 


CONDUCTED ON A SERVICE BUREAU BASIS 


POWERS-SAMAS (LC.T.)............ 21 COLUMN 
POWERS-SAMAS (I.C.T.)............ 36 COLUMN 
- POWERS-SAMAS (LC.T.)............ 40 COLUMN 
POWERS-SAMAS (LC.T.)............ 65 COLUMN 
HOLLERITH (LC.T.....eeeee esae 80 COLUMN 
m ————— ———— 80 COLUMN 


Seven day round-the-clock service 


AJAX CALCULATING SERVICE 


SSS LIMITED Ee 


15 GREAT ST THOMAS APOSTLE 
LONDON EC4 Telephone: CITy 6111-2 





SPECIAL NOTICE TO 


ALL ACCOUNTANTS 
AND LIQUIDATORS 


"We specialize in purchasing all classes of 
liquidation stocks, clearance, redundant, 
surplus and substandard merchandise, 

^ irrespective of the quantity and value 
involved. 


We shall also be pleased to hear from any 


of your clients, with a view to purchasing 
clearance lines of all descriptions. 


OUR TERMS - IMMEDIATE PAYMENT 


All matters will be treated In the strictest confidence. 


JEMTEX (LIverPool) LTD 


48 ISLINGTON, LIVERPOOL 3. TEL: NORTH 3055 


Members of the Liverpool Chamber of Commerce 





XXIX 


XXX 





2 


A zu dide enint anre Zunfne am aeo et 


Héi 
air ie dëst pe b gee HER pait 


TTT E 


Growing companies have growing needs... IBM is 
geared io meet them. The bigger the expansion, the 
-greater the need for better control and administra- 
tion. IBM data processing equipment is designed to 
handle these burdens at every stage of a company’s 
development—from Punched Cards to the most 
powerful computers. It may be that an increased 
volume of data cannot be handled economically on 
conventional IBM punched card equipment... this 
is where the [BM 1440 takes over. The basic 1440 Data 
Processing System begins with only four units, but 
like all other IBM systems, a range of features and 

IBM UNITED KINGDOM LIMITED - 
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equipment (pictured above) can iba added as ther. 
requirements of. your company grow. The increased 

speed of the IBM 1440 processing of data can be. 
backed by.a unique data storage device—the disk 

pack—interchangeable units comprising six small : 
disks replacing 25,000 punched cards. As many disk 
packs as you require hold all the information you need, 
—ready when. you, need it. In science, business, 


industry... companies come ST 


- 


companies grow. New problems de- 
mand new answers . , . and IBM 
makesthe equipmentto supply them. 


101 WIGMORE STREET - LONDON W.1 - TELEPHONE: Messe 6600 d 


1. IBM1447 Console 2. IBM Punched Card 3. [BM1442 Card Read Punch — 4. 18144) Processing Unit 5, (BM1443 Printer 6. IBM1011 Paper Tape Reader I Punched Paper Tapa n 
8. IBM1911 Disk Storage Drive 9. 18M Disk Pack 10/11. 1841412 Magnetic Character Reader 12. E138 Magnetic characters 13/14. IBM1050 Data Communication System AE 


15. ]BM1448 Transmisslon Control Unit 
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Mr Denby listed the areas in which the management 
ccountant could be effective as design and develop- 

ent; material utilization and yield; stock control and 
storekeeping; labour times; budgetary control and 
standard costing; capital expenditure and profit 
planning. He thought that in some companies 
budgetary control had ceased to be a really effective 
instrument, because the various management levels 
had perfected the preparation of budgets. Further, 
there was the factor of "negative savings! where 
savings on expenditure resulted in subsequent 
increased costs. 


The Economic Background to 
Business Decisions 


In this paper, Mr R. G. H. Nelson, F.C.A., F.C.W.A., 
examined the effects of inflation on profits during 
1950-60. He discussed the responsibility of a company 
to cushion its shareholders 
against these effects, 
desirability of financing 
growth out of retained profits, 
and the impact of these con- 
siderations on selling price 
policy, with special reference 
to Government contracts. He 
also examined the financing 
of research and development 
as a factor affecting reduced 
- profit margins, the. equity 
of the present tax structure 
as affecting companies, and 
what economic indicators 
were most helpful to planning business activities. 
The material for the historical survey was derived 
from- ‘Income and finance of quoted companies 
1949-60' (Economic Trends, April 1962), particularly 
Tables 24, 28 and 2€ covering a sample of about two 
dien con manufacturing companies. The figures had 





Mr R. G. H. Nelson 


ween converted to a constant money value basis and the 
^method of doing this was detailed in an addendum to 
the paper. These figures were displayed in eight 
charts, together with two others reproduced from 
The Financial Times. The charts showed the growth 
in total capital employed during the period, and the 
effects of depressive factors in 1952, and again between 
1956 and 1958, on production, profits and equity 
share prices. They also showed the difficulty of 
maintaining the equity interest in line with retail price 
movements, the fall in the incidence of direct taxation 
on company profits, and the growth of personal savings 


and research and development expenditure during these ' 


years. 
Looking at the low yields on some industrial 
ordinary shares, Mr Nelson suggested that though 


they might reflect, in part, the expectation of lower: 


interest rates generally, the predominant reason was 
the expectation of higher earnings in the future. Such 
creased earnings could mainly arise through using 
resources at present under-utilized, and improving 
VS in the use of capital. Using an example, and 
on the assumptions about capital values implied in it, 
it appeared that the responsibility of company 
management towards the shareholder involved: pro- 
vision for depreciation at replacement values; ensuring 
that the earnings yield on ordinary shareholders' 
funds over an appropriate period was not less than the 


effective yield on fixed interest securities; ensuring that ° 
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the trend of yield was such as to justify the net worth 
of the equity interest; and, to attract fresh capital when 
necessary, assuring that the yield obtained was 
reasonable in relatión to that of competitive firms in 
the same industry. 

The arguments for and against financing growth oui 
of retained profits were presented. It seemed that the 
main decision regarding the finance of growth was 
not whether it was desirable to do it out of retentions, 
but the extent to which this could be achieved. 

Analysing the profit requirements of a manu- 
facturing company, Mr Nelson suggested a minimum 
profit of 21 per cent before tax on capital employed, a 
higher figure than that achieved by most public 
companies for the year 1960. Breaking down asset 
structure into its components indicated that return on 
productive facilities might need to be as high as 
364 per cent before tax, to compensate for low yielding 
investments. In the short term, the only way to increase 
business profits was through selling prices; it was no 
coincidence that the lowest yield industries were those 
with the largest proportion of Government contract 
work. There must be a radical reappraisal of the 
relationship between the Government and private 
industry. 


Research and the Profit-squeeze 


‘It had been said, both in this country and in the 


U.S.A., that increasing costs of research and develop- 
ment per unit of production were a factor in the 
profit-squeeze, and the chart appeared to support this. 
The risk of failure was inherent in research, no doubt 
one ‘reason why it was carried out predominantly by 
larger firms. In some industries more than 50 per cent 
of expenditure did not lead to any commercial 
applications. If it was suggested that the Government 
should finance this work, the implications of this 
needed careful thought. 

The taxation of money profits in times of rising 
prices could inhibit modernization and expansion. 
The impact of taxation on réserves had been modified 
by increasing allowances on new capital expenditure, 
and Britain was now more penerous in this respect 
than her main industrial competitors. But the system 
of capital allowances had disadvantages when compared 
with the relief of tax on retained profits. 

Mr Nelson concluded by commenting on some of 
the economic indicators used for business forecasting, 
pointing out that as the statistics were obtained from 
business firms they need not be surprised that the 


‘published results were not a surprising revelation. 


An elementary guide to the official sources of such 
information was provided. in an appendix to the paper. 


Summer School Dinner 


Yesterday evening, the summer school dinner was 
held in Hall, with the President of the Institute, Mr 
C. E. Power, F.C.A., F.C.W.A., occupying the chair. ° 

The toast of “The University and City of Cambridge’ 
was: proposed by Mr J. P. Wilson, F.C.W.A., F.C.LS., a 
Vice-President of the Institute, and Professor E. E. 
Rich, M.A., Master of St Catharine's College, responded. 

Colonel Donald Portway, C.B.E., T.D., D.L., J.P., M.A., 
M.1.C.E., formerly Master of St ‘Catharine’ S College, 
proposed the toast of “The Institute of Cost and 
Works Accountants' and the President of the Institute 
replied. 
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LONDON STUDENTS' OXFORD COURSE 


Two hundred students were in residence at Balliol and 
Trinity Colleges, Oxford, for the tenth annual senior 
week-end course of the London Chartered Accountant 

Students' Society. 

‘The course assembled on Thursday of last week, 
under the chairmanship of Mr W. K. Wells, B.A., 
F.C.A., and the first session covered the subject of 
advertising introduced in thoughtful and witty style by 
Mr C. A. Hunter, director of The London Press 
Exchange. On Friday, industry was the field for 
discussion; a paper by Mr J. N. R. Barber, director of 
finance of the Ford Motor Co Ltd, was read by Mr 


E. Frye, F.C.A., assistant controller of finance (statf) 


of the Ford Co, and was followed in the afternoon 
by a talk by Mr L. Murray, B.A., secretary of the 
Research and Economic Department of the Trades 
Union Congress, in which he sketched the origin, 
aims and present outlook of the trades union move- 
ment. These two addresses provoked lively argument 
in the seventeen discussion groups into which the 
course was divided, and the speakers were faced with a 
sheaf of searching questions at the subsequent general 
meeting of the course. 

On Saturday, Mr T. M. F. Smith, nB.sc.(ECON.), 


lecturer in statistics in the University of London, 





introduced ‘Business statistics’ into the field of account- 
ancy knowledge with a bird's-eye view of such mysteries 
as the theory of probability and 'random' sampling. 
On Sunday, after a service in Balliol College Chapel, 
the course heard Mr A. R. Ilersic, M.sC.(ECON.), 
B.COM., reader in economics and social statistics at 
Bedford College, University, of London, on "Problems 
of growth in the economy of the United Kingdom". 
His subject was controversial and his replies and 
explanations fully argued and appreciated. 

Other activities of the course were the guest-night 
dinners presided over by Mr W. E. Parker, C.B.E., 
F.C.A., President of the Students’ Society. On Thursday 
evening in Balliol College the principal guest was the 
Master, Sir David Lindsay Keir, M.A., and on Friday 
night in Trinity College, Mr M. Maclagan, M.A., 
F.S.A., Vice-President and Senior Tutor. Saturday 
afternoon and evening were distinguished by- ar 
energetic, if unskilful, punting race and a very success- 
ful dance organized by Miss E. A Hattley. 

Altogether the week-end provided articled clerks 
from about a hundred different firms with an oppor- 
tunity not only to hear and discuss subjects of basic 
importance to them in their future careers, but also to 
get to know each other. 


At the Oxford week-end course: Front row: Messrs ` R. J. Caer, B.COM, F.C.A. (Secretary), E. _ Frye, F.C.A. TERMS W.K. 


Wells, B.A., F.C.A. (Chairman of the Course), W. E. Parker, C.B. E., F.C.A. (President), A 


(Course Committee). 


C. E. Higgens, D.S.C., A.C.A., A.C. W.^. 


Middle row: Messrs J. O. V. Carlyle-Lyon, C. M. Gilmore, B.a. (Group Leaders), Miss G. M. Skeen (Office), Miss S. R. 
Ward, B.A. (Group Leader), Mr P. M. Duffell, A.C.A. (Committee). 


Back row: Messrs C. Gill, LL.B., C. J. Edwards, B.A., S. J. W. Bingham, B.A., H. S. W. Leong, 


D. C. Kelleher (Assistant). 


B.A., LL.B. (Group Leaders); 


JOHN FOORD’ & COMPANY 


56 VICTORIA STREET, LONDON, SWI. 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSEIS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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PROFESSIONAL NOTICES 


Mr G. S. CROWTHER, F.C.A., practising as CROWTHER 
& Co, at 45 Parliament Street, London SW1, announces 
that Mr A. W. DAVIES, A.C.A. is joining him in 
partnership with effect from October rst, 1963. The 
practice will be continued as CRowrHER Davies & Co, 
at 41 Dover Street, London W1. 

The formation of a firm by the name of ANNAN, 
Impey, MonnisH & PARTNERS, 31 Fitzwilliam Place, 
Dublin 2 and 24 Ludgate Hill London EC4 is 
announced. The partners in the firm are P. BUTLER, of 
BUTLER, CHANCE & Co, C. J. DALTON, of RIBBECK & 
Co, D. P. FLINN, of Kevans & Son, F. N. KELLY, 
of W. A. Drzzvv & Co, S. LILBURN, of METCALFE, 


LILBURN & ENRIGHT, J. Love, of Cooper & KENNY,: 


T. F. SMITHWICK, of Kean & Co, M. 'l'EMPANY, of 
"GRIFFIN, LyNcu & Co, A. J. K. THORTON, of ATKINS, 
CHIRNSIDE & Co, and C. I. Bostock, J. W. His and 
C. H. Brown, of ANNAN, Impry, MonnisH & Co. 

Messrs MocCrELLAND, Moores & Co, Chartered 
Accountants, of London and Liverpool, announce that 
Mr C. D. GAIRDNER, C.A., retires from the partnership 
on September 3oth, thus terminating an association 
of over forty-four years with the firm and its pre- 
decessor McCLELLAND, KER & Co. Mr K. W. 
JOHNSON, F.C.A., who has been associated with the 
firm and its predecessor Moores, Carson & WATSON 
for sixteen years, will join the partnership on 
October rst. 

Messrs O. & W. B. HawonTH, Accountants, of 
Blackpool and Coventry, announce that they have 
“Admitted into partnership Mr GRAHAM COWBURN, 

aA. who has been a member of their staff for a 

umber of years. 

Messrs W. A. Harrison & Co, of 1 Triangle 
Chambers, Upper Richm€nd Road West, East Sheen, 
London SWr4, announce that Mr W. A. HARRISON, 
F.C.A., has retired from the partnership and that as 
from October rst, 1963, the practice will be carried 
on by the remaining partners, Mr D. F. BYRNE, B.A., 
F.C.A., and Mr D. A PALMER, A.C.A., at the following 
new address: 52 London Road, Kingston upon Thames, 
Surrey. Telephone: Kingston 7481-3. 


THE INSTITUTE OF CHARTERED 
-ACCOUNTANTS IN ENGLAND AND WALES 
Taxation and Research Committee 
The one-hundred-and-twenty-ninth meeting of the 
Committee was held at the Institute on Tuesday, 

September 17th, 1963, at 2 p.m. 
Present: Mr S. M. Duncan (in the chair); Mgssrs F. W. 


Allaway, G. L. Aspell, ep, D. G. Bee, R. P. Brown, J. 
Cartner, K. P. Chapman, p.s.c., L. H. Clark, P. G. Craven, 


T.D., W. F. Edwards, C. R. P. Goodwin, A. P. Hughes, 
G. N. Hunter, H Kirton, T.D, S. Kitchen, C. Yates 
Lloyd, J. W. Margetts, A. G. Martin, B. A. Maynard, 
G. M. Metcalf, S. A. Middleton, G. P. Morgan-Jones, F. L. 
Moulding, E. T. Newman, R. D. Pearce, J. Perfect, T. B. 
Pritchard, A. H. Proud, D. W. Pursglove, D. W. Robertson, 
C. Romer-Lee, E. C. Sayers, H..G. Sergeant, H. C. Shaw, 
W. Shuttleworth, C. C. Taylor, G. Thompson, L. R. 
Turner, J. G. Vaughan, and J. A. P. Whinney, with Mr 
J. M. Renshall, Acting Secretary to the Committee, and 
Mr G. A. Slator, Assistant Secretary to the Committee. 


Sub-committees 
Reports of progress were received in connection with 
sixteen matters. 
Membership 
The following appointments to membership of the 
Committee for the year commencing October rst, 
1963, were reported: 


Nominated by the Council: 

Messrs L., H. Clark, F.c.A., S. M. Duncan, F.c.A., W. P. 
Edwards, F.c.a., N. Cassleton Elliott, M.A., F.C.A., R. W. 
Foad, F.c.A., S. Kitchen, F.c.a., J. W. Margetts, F.C.A., J. 
Perfect, F.C.4., D. W. Robertson, F.c.a., J. G. Vaughan, 
F.C.A., J. A. P. Whinney, A.C.A., and S. P. Wilkins, F.c.a. 


Nominated by District Societies: 

Birmingham: Messrs E. J. Newman, M.A., F.C.A., and B. G. 
Rose, F.C.A. 

Bristol: Messrs S. Edgcumbe, F.c.a., and T. B. Pritchard, 


F.C.A, 

East Anglia: Messrs A, L. Pitman, A.C.A., and H. Robinson, 
F.C.A. 

Hull: Messrs H. G. Sergeant, F.C.A., and H. C. Shaw, F.c.a. 

Leeds: Messrs A. G. Martin, F.C.4., and D. W. Pursglove, 
F.C.A. 

Leicester: Messrs G. L. Aspell, T.D., D.L., F.C.4., and G. 
‘Thompson, F.C.A. 

Liverpool: Messrs W. Shuttleworth, F.c.a., and C. C. 
Taylor, F.C.A. 

London: Messrs F. W. Allaway, F.C.A., A. P. Hughes, F.c.a., 
B. A. Maynard, M.A., F.c.A., D. S. Morpeth, B.COM., 
F.C.A H. G. Smith, F.c.A., and D. C. Urry, r.c.4. 

Manchester: Messrs D. G. Bee, F.c.A., and C. Yates Lloyd, 
F.C.A. . 1 

Northern: Messrs K. J. Hilton, F.c.a., and H. Kirton, T.D., 


F.C.A. 
Nottingham: Messrs J. S. F. Hill, r.c.4., and E. D. London, 


F.C.A. 

Sheffield: Messrs F. L. Moulding, F.c.a., and L. R. Turner, 
F.C.A. 

South Eastern: Messrs C. R. P. Goodwin, F.c.a., and R. D. 
Pearce, F.C.A. : 

South Wales: Messrs R. P. Brown, F.C.A, and G. M. 
Metcalf, F.C.A. 


Co-opted by the Taxation and Research Committee: . 

Messrs K. A. Buxton, F.c.a., J. Cartner, F.C.A,, K. P. 
Chapman, D.S.C., F.C.A., P. G. Craven, T.D., F.C.4., A. R. 
English, r.c.a., S. R. Harding, F.C.A., G. N. Hunter, F.C.A., 
E. C. Sayers, F.C.A. 


MOTOR ——FIRE —— CONSEQUENTIAL LOSS 


MOTOR UNION 


INSURANCE 


TD 
COMPANY 


10 ST JAMES'S STREET, LONDON, SW1 
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Chairman and Vice-Chairman 
Mr H C. Shaw, F.c.a., and Mr S. Kitchen, F.c.a., 
were unanimously appointed Chairman and Vice- 
Chairman respectively of the Taxation and Research 
EE for the year commencing October rst, 
1903 
Mr G. P.. Morgan-fones and Mr A. H. Proud 

The Committee expressed its great appreciation of the 
services of Mr G. P. Morgan-Jones and Mr A. H. 


Proud,. both past-Chairmen, on the occasion of their. 


retiring from membership of the Committee. 


Mr S. M. Duncan 
The Committee expressed unanimous thanks to Mr 
S. M. Duncan, Chairman for 1962-63, on the con- 
clusion of a highly successful year of office. 


Future Meetings 
The next meeting of the Committee was fixed for 
Thursday, October roth, 
of the Committee in 1963 was provisionally arranged for 
Thursday, December 12th, 1963. 


SW. LONDON DISCUSSION GROUP 


The first meeting in the 1963-64 session of the SW. 
‘London Chartered Accountants’ Discussion Group 
will be held at the Kingston Hotel, Kingston upon 
Thames, on Monday, October 7th, at 6.45 p.m. The 
discussion will be opened by Mr R. K. King, F.c.a., 
and the subject will be ‘Management accounting — the 
ability to communicate’. New members will be specially 
welcome and no prior notice is required. The honorary 
secretary of the Group is Mr J. W. Smith, B.sc.(ECON.), 
A.C.A,, of Arthur J. Smith & Co, 8 Kew Road, Rich- 
mond, Surrey. Telephones: Richmond 0313 and 6364. 


. MANCHESTER CHARTERED ACCOUNTANTS 
STUDENTS’ SOCIETY 


At a meeting of the Manchester Chartered Accountants 
Students’ Society held last Thursday the following 
officers were elected for the ensuing year: 

President: Mr R. Y. Taylor, B-A., F.C.A. 

Vice-President: Mr R. Hayton, A.C.A. 

Joint Hon. Auditors: Mr A. T. Dowd, B.SC., F.C.4., and 

Mr W. A. Bolton, A.C.A. 

The honorary secretary, honorary treasurer and 
honorary librarian, will be elected at the next com- 
mittee meeting on October 4th. 


INSTITUTE OF INTERNAL AUDITORS 
Newcastle Chapter 


The next meeting of the Newcastle Chapter of The 
Institute of Internal Auditors will be held next 
Thursday, at the County Hall, Newcastle upon Tyne, 
commencing at 7 p.m., when the speaker will be Mr 
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H. Bewick who will speak on ‘Fraud and embezzle- 
ment'. Further particulars regarding the activities of the 1 


Chapter are obtainable from the honorary secretary, 


Mr A. Philipson, 21 Knoll Rise, Whickham Hill, 
Dunston, Gateshead 11. T 


THE BRITISH COMPUTER SOCIETY 
New President _ 
Sir Edward Playfair, K.C.B., chairman of International 


Computers & Tabulators Ltd, will be proposed as 


President of The British Computer Society at its 
sixth annual general meeting to be held next Tuesday 
in succession to Mr R. L. Michaelson, F.1.4., F.1.8. 
“Before joining I.C.T., Sir Edward had a distinguished 
Civil Service career. He vacated the appointment of 
Permanent Secretary of the Ministry of Defence, 
which he had held since January rst, 1960, to become 


chairman of I.C.T. in August 1961. 


BY ROAD ACROSS THE U.S.A. 


What can almost be described as "Mr Bells Annual’ 
makes its appearance this week-end under the title. 
By Road Across.the U.S.A. (Alvin Redman Ltd, 


London, 21s). Mr Robert Bell is an assistant secretary - 


of The Association of Certified and Corporate Account- 
ants, and for some years now has travelled by road 
during his holidays to countries less familiar to the 
ordinary tourist, afterwards publishing his experiences 
to show that such j journeys are neither so difficult nor 
necessarily so expensive as might be supposed. 

: This year's journey differed from earlier ones in 
tac he left his car at home and travelled by public 
transport or in someone else's car. He made the journey 
to and from the U.S.A. by charter flight, and he 
explains in detail how to organize such a flight and the- 
pitfalls to avoid. He then bought from the Greyhound 
Coach Lines an ‘International See America Ticket 
costing $99 (approximately £35), valid for ninety-nin 
days and allowing the holder unlimited travel ove 
100,000 miles of routes covered by the service. He has 
nothing but praise for the ‘Greyhounds’ and their 
stations. 

After visiting New York, Mr Bell travelled to New 
Orleans, then through Texas to El Paso. He crossed 
the Rio Grande into Mexico and then went north to 
Tucson and Phoenix, Arizona. He visited the Grand 
Canyon village, Las Vegas, San Francisco and Reno, 
Salt Lake City, Detroit and Niagara Falls, returned to 
New York and thence to England. 

This sixth volume of the Road series certainly 
consolidates Mr Bell’s reputation as a travel writer. 
It is written with the same attention to practical details 
and acute sense of observation as its predecessors, and, 
like them, is also very enjoyable reading for the arm- ` 
chair traveller. 
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Accounting and the State 


MONG the many fascinating exhibits of “European Account- 
A History’ assembled by THE LiBRARIAN of the Scottish 
Institute for the European Congress of Accountants in 
Edinburgh last month, was a reproduction of the Royal Swedish 
income and expenditure account for the year 1623. The account 
was taken from the Rzkshuvudbok or State general ledger, for in 
that year double-entry book-keeping was introduced for the first 
time into the State accounting of the Kingdom of Sweden. Not 
only double-entry but the accrual system, as the illustration 
showed, for several items of income and expenditure were included 
on the basis of budgeted amounts instead of actual cash receipts 
and disbursements. | 

When it is considered that, nearly three hundred and fifty 
years later, the accounts of the United Kingdom are still 
prepared on the cash basis, it is hard to believe it true. We in 
Britain were late in giving up our tallies, but even so the enormous 
disparity between what is required and what is available has been 
apparent for a century or more. Critics of this state of affairs have 
not been lacking, but their shafts have simply disappeared into the 
body of Government, leaving no trace of their passage. 

If one starts with the idea that a State might wish to adopt that 
form of accounting which would allow it to get through its day-to- 
day business and yet shed as little light as possible on what it was 
doing, it would be hard to conceive of a better. one than the 


. present system in Britain. In a celebrated speech, the Govern- 


ment has been compared to a man looking up the times of trains 
in last year's Bradshaw. It is worse than that; a truer simile would 
be of Mr PauL CuamgeRs trying to run I.C.I. with the aid of the 
office petty cash-book alone. ‘ 

What is the position of the nation’s balance of payments? No 
one knows, for the gold and currency reserve figures show only a 
part of the picture. Are the nationalized industries adding to the 
nation’s wealth or diminishing it? No one knows, for consolidated 
accounts are neither prepared nor published. What proportion of 
the national income is being used for Government expenditure? 
No one knows, for there is neither a satisfactory estimate of income 
nor any estimate of Government expenditure. What does it cost 
to educate the children? To defend the country? To place a worker 
through a labour exchange? To build and maintain a motorway? 
To put a criminal in prison and keep him there? To all of these 
questions, and a thousand more which the Government must ask 
if it is to make informed decisions, there is no satisfactory answer. 

In rg6ri the Plowden report, Control of Public Expenditure 


410 
(Cmnd 1432), called for ‘improvements . . . in 
the tools for measuring and handling public 
expenditure problems’. They proposed that the 
form of estimates should be simplified, that 
Exchequer accounts should be clarified, and that 
quantitative techniques should' be more widely 
used in dealing with expenditure problems 
throughout the public service. The intervening 
years have seen a welcome increase in the collec- 
tion and publication of certain kinds of statistics, 
but no attempt has been made to solve the basic 
problem - the inadequacy of public accounts. 

Some commentators have treated this question 
of control over Government expenditure as 
though it were intractable, on the grounds that, 
because Parliament has legislated for Government 
activity which necessarily has financial conse- 
quences, there is no way of ensuring that the 
public shall "receive value for money. 
assumption is false. There is no reason why 
concepts of economy and efficiency should not 
apply to the nori-profit-making operations of 
Government in exactly the same way as to the 
many non-profit-making operations of businesses 
—or of private individuals. 

Equally obvious is the fact that ignorance of 
accounting techniques severely hampers relations 


between the public services and the rest of the- 


economy. With very few exceptions, all members 
of the public have transactions with Government 
departments. Why do they not keep accounts for 
us? Who can deny that recognition of accounting 
techniques would enable the fiscal administration 
to be rationalized and simplified and relieve the 
public of some of the burden imposed by P.A.Y.E. 
and the various forms of State insurance? There 
are many points in the administration of justice 
where accountants could both improve procedure 
and aid equity to prevail. 

The Post Office has been the victim of a gigan- 
tic robbery — have they never heard of current 
accounts? There is a clear and unmistakable 
function for accountants to perform in the re- 
development of the depressed areas, the decimali- 
zation of the currency and other current tasks. 

And in all aspects of economic planning, as in 
business, the most valuable contribution which 
accounting can make to the functioning of 
society is in providing accurate data for fore- 
casting and planning and a workable system of 
managerial control. In no field is this more 
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necessary than in the implementation of those 
concepts of social. justice which are, embraced 
by the- words ‘Welfare State’: All parties are 


committed to a continuance of the basic policies ^ 


of relief of poverty, avoiding gross inequalities 
of income and improving the standard of living 
of the people. It is tacitly assumed that these 
policies involve ever-increasing Government 
expenditures, and again, the assumption is wrong. 
Just as charitable welfare work has moved away 
from the soup-kitchen or hand-out approach 
towards methods of making the needy financially 
and psychologically self-reliant, so the future 
of the Welfare State can be seen to lie, not in miore 
National Assistance, but in providing opportuni- 
ties for individuals to fulfil themselves through 
work and leisure. In the great challenge which this 
development implies there is an important, 
indeed, essential, role for accountants to perform: 
that of establishing a system of measuring 
national and personal income and expenditure in 
a form which can be used for deciding between 
alternatives and assessing the effects of future 
conditions as they occur. We are speaking, of 


course, of budgeting and budgetary control at the: 


national level. 

Responsibility for utilizing accountancy skills 
may rest with the Government, and the Civil 
Service in particular, yet accountants must them- 


selves bear some of the blame for the unsatisfac- . 


a 
ten 


tory conditions which prevail. They have been too `" 


silent for too long, and one can only hope that it 
is not too late. What short-term measures can 
be adopted to remedy the omission? First, 
there is the task of informing public opinion, 
already started by the English Institute in another 
context, which must be continued and extended. 
Secondly, a programme of research into the 
problems of Government and social accounting 
should be launched, and its findings publicized 
by all possible means. Thirdly, all accountants 
should be applying their minds to the question 
of what part they could or should play in the 
organization of the new Britain, and taking 


advantage of their local and national participation . E 


in political, social and cultural activities to clarify ` 
the manner in which their skills can be adapted . 
to meet these new requirements. The ship of 
State is equipped with a motor and a rudder, 
but no compass; if it does not get one soon it is 
likely to continue in -circles until it sinks. 
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Informing the Shareholders 


HE introduction of Wen liability for 
shareholders just over a century ago has 
proved to be one of the most potent forces 
in the development of modern economic life. 
Without it the harnessing of private capital to the 


needs of industry would not have been possible. 


Within the modern public company the separa- 
tion of the functions of management on the one 
hand and owners on the other, has given rise to 
the problem as to how the former can effectively 
communicate the results of their stewardship to 
the latter. 

The main medium for this purpose is the annual 
accounts coupled with the chairman's address. 
It is in the light of this information that the 
shareholder, whether actual or prospective, must 
evaluate an investment in the company. In the 
opinion of Mr Hanorp Rost, author of the first 
Eaton Paper, Disclosure in Company Accounts! (a 
new series of occasional papers intended to ‘im- 
rove the flow of information to decision-takers in 
industry, commerce and Government) ‘most 
published accounts . . . do not lend them- 
selves directly to financial analysis . . . and 
as far as many shareholders are concerned, there 
As the additional disadvantage that important 


matters of detail are often incomprehensible to . 


the layman’. The theme of his paper is that 
company accounts should illuminate more fully 
the efficiency, as well as the integrity, of manage- 
ment. He is, however, dissatisfied with the law 
as it stands and observes that it remains to be seen 
whether the next step in company legislation 
following the recent Jenkins Report *will follow 
precedent in being designed to deal only with 
revealed abuse and the most obvious deficiencies 
that have come to light since the war". 

. Mr Rose does not expect a ‘universally accepted 
and clearly defined set of accounting principles 
-underlying company accounts’, but he considers 
that shareholders and creditors should have a 
clear idea of the activities of the company to which 
they are committing their money. 'T'o this end he 
advocates a number of changes. He wants com- 
panies to disclose their turnover classified by 
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products and the proportion exported. Likewise, 
the contribution of subsidiaries acquired during 
the year should be indicated, while nominee 
holdings of 10 per cent or more of the equity 
capital should. be disclosed, as should be changes 
in the holdings of directors. In particular, current 
values of fixed assets should be disclosed, and 
Mr Rose suggests that this might be done by 
disclosing the insurance value of such assets. 
Reviewing the opinions and recommendations 


_of the Jenkins Committee, the author makes a 


number of criticizms. He rejects the Committee’s 
views on revaluation of assets. Mr Rose also 
contends that if the shareholder is to eval- 
uate the extent to which the management is 
making effective use of the assets he can only 
do so on the basis of their current cost. To relate 
current earnings to the historical cost is meaning- 
less, unless all companies in that industry were 


„using similar assets of equal age. On his demand 


for more detailed figures in the profit and loss 
account, he goes so far as to suggest that not only 
should sales or operating revenues be given, with : 
appropriate product analysis where relevant, but 
also the costs of production as normally compiled 
by the company. In addition, their administrative 
costs and general expenses, together with other 
outlays such as research costs and advertising 
expenditure, should be disclosed. 

The viewpoint expressed in this paper is 
essentially that of the professional economist, but 
it would probably find support from most 


investment analysts and among accountants too. 


Traditionally, opinion in Britain has been against 
public. disclosure of such detailed information 
relàting to the affairs of public companies; 
a frequent argument for non-disclosure is that 
the provision of such information would be 
advantageous to competitors, Mr Ross rejects 
this view, pointing out that there is a much greater 
degree of disclosure in the United States and 
‘there is not much doubt that disclosure plays a 
material part in keeping American management at 
full stretch’. The author has expressed his point 
of view cogently and persuasively and it deserves 
the fullest possible discussion among accountants 
in their capacities both as auditors and investors. 
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Rising Rates of Premium 


by AN INSURANCE CORRESPONDENT 


R some time it has seemed likely that there 
would be a general increase in fire insurance 
premiums, and the member companies of 

the Fire Offices’ Committee, which claim to 
write about 75 per cent of the United Kingdom 
fire business, are raising many of their rates by 
Ig per cent for renewals on and after December 
Ist next. 

The problem has been that the recent high 
losses do not appear to be exceptional. It looks 
as though fire wastage has reached a new high 
level. For instance, in the past five years the 
estimated fire damage in Britain has more than 
doub!ed, rising from {24,145,000 in 1958 to 
4,55,:87,000 in 1962. And it looks as though 1963 
will almost certainly reach an all-time record. 

As an immediate measure, therefore, and 
pend:ng a more detailed examination of current 
claims experience, a surcharge of 15 per cent will 
be levied on all premiums. It should be added, 
however, that this surcharge will not apply to 
churches or church halls. 


Consequential Loss Insurance not Affected 


Conszquential loss insurances will not be affected 
by the surcharge. Rather surprisingly, despite 
the high losses, they have remained reasonably 
profitable. Perhaps this will be one way in which 
more firms can be persuaded to be fully covered 
for this type of loss. It is surprising how many may 
be fully indemnified for material damage, but do 
not have sufficient ‘interruption of business’ 
insurance to cover loss of profits and standing 
_ charges. 

Another feature in connection with the increase 
is that, in order to achieve higher standards of 
fire protection, the tariff offices are not increasing 
premiums on property protected by approved 
sprinxler installations. At the moment the United 
Kingdom lags behind the United States and many 
continental countries in the number of sprinklers 
installed. Insurers hope that, as the differential in 
premium cost between sprinklered and un- 
sprinklered premises will now be greater than it 
was in the past, this will be an added inducement 
to managements to install sprinklers. 

Certainly sprinklers can prove their worth. For 
investigation has shown that the extensive damage 
caused by the 587 large fires occurring last year 
could, in the majority of cases, have been pre- 


vented by the installation of either automatic 
sprinkler or automatic fire alarm systems. These 
fires caused damage estimated at nearly £32 
million. 


As it is, where a first-class sprinkler installation 
is in operation, discounts of 45 per cent or more 
are generally available. Usually the actual rate 
depends on the pressure of water available and 
the experience of the particular trade. For 
instance, the discount for cotton mills may be as 


. high as 70 per cent. 


Although the increases in premium come mod 
effect for policies renewed after December rst, ' 
1963, clearly all the annual policies will not have 
been renewed on the new basis until November 
30th, 1964. Besides this, long-term contracts in 
existence may take some years to run off. In view 
of this time-lag, probably it is true to say that the 
decision to increase the rates was not taken too 
soon, from the insurers’ point of view. 


Nevertheless, increasing the premium has not 
been the only step taken by the tariff offices. In 
addition, the commission paid to agents will be 
reduced from 15 per cent to 14 per cent. This, by 
the way, will not only apply to fire and special 
perils insurances (where the rate of premium 1s 
being increased) but also to household and con- A 
sequential loss insurances — where there is no 
compensating increase in premium. Incidentally, 
commission under policies subject to existing 
long-term agreements will continue to be paid at 
the original rate until expiry (or replacement or 


renewal) of the current agreement. 


Damage by Frost 


Although there will be no change in the basic 
premium for householders’ policies, various 
alterations will take place so far as insurances 
renewed on or after December 1st are concerned. 
In the first place, the tariff offices propose to 
clarify the position concerning damage by frost 
in relation to policies covering storm, tempest. 
and flood. This will be achieved by amending 
policy wordings to make it clear that damage by ` 
frost, as distinct from damage by storm, tempest 
and flood, is outside the scope of such policies, 
There will, therefore, be no alteration in the 
actual cover provided. 


Nevertheless, an important change is being 
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made so far as winter claims are concerned. It is 
p estimated that last winter cost the insurance 
industry about £20 million in this type of claim. 
The average cost of each claim made by a house- 
older was in the region of £25 to £30. 

Insurers feel that, often encouraged by builders, 
many householders put in claims which, strictly 
speaking, consisted mainly of normal mainten- 
ance or repair costs. The position will alter, for 
the excesses appearing in tariff office policies for 
damage caused by storm, tempest, flood, and 
burst pipes will be raised from £5 to £15. ‘This, 
by the way, is the first increase in the excesses 
since the figure of {£5 was introduced in 1929. 

^ «The tariff offices have announced that, to 
^ move the excesses in future will cost £2 each, 
i.e. £4 (instead of the present additional premium 

“of 25 in full). Since, for many householders, this 
would have the effect of almost doubling their 
insurance premiums, it may be that few will 
elect to delete the excesses. 


Probably, therefore, the increase of the excesses 
will have a much greater effect for the insurance 
companies, both from the underwriting point of 
view and so far as administrative costs are 
concerned, than any raising of the rate of premium 
by a few pence per cent. 


SCH Non-tariff Offices 


‘That, briefly, is the position so far as the tariff 
Ne are concerned. The non-tariff offices, and 
underwriters at Lloyd's, however, are a law unto 
themselves. Whereas they generally expect to be 
able to write fire risks at competitive rates due 
to their lower administrative expenses, there is no 
doubt that their underwriting results have suf- 
fered from the high level of fire wastage. It is 
expected, therefore, that a great many indepen- 
dent insurers will increase their rates by very 
much the same percentage as the tariff offices. 


So far as householders’ policies are concerned, 
however, it looks as though there may be some 
competition within the market. For it seems plain 
that underwriters at Lloyd's do not propose to 
increase the existing £5 excesses which appear 
in their policies. Nor are they likely to increase 
their rates of premium. These, by the way 
(excluding the optional flood cover), usually are 
IS 6d per cent on the insured value, compared 
with the tariff rate of 2s 3d per cent. Nevertheless, 
although many householders may feel they would 
like to change, a fair proportion of them are likely 
to be tied to tariff offices by mortgage agreements. 
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` Motor ‘Insurance 


It has been a general cry for some years that 
there is little profit in motor business for insurers. 
As if to prove it, for the second year in succession, 
the insurance companies reported an underwriting 
profit of less than 1 per cent. On the other hand, 
it should be added that the latest accounts for 
the various motor syndicates at Lloyd’s (which 
are for the year 1960, as each year is open for 
three years) show a profit ratio of 13:8 per cent — 
and the premiums are competitive. 

Although one or two non-tariff companies had 
announced certain premium increases, it was the 
tariff offices who really took the first step which 
led to the latest general increase in rates, At first 
sight, the increases for private motorists, which 
range from 15 per cent to 30 per cent, look high. 
It might seem as though the cars registered 
before 1947 (of which there are said to be only 
about half a million on the roads) had fared best. 
For their increase will be no more than 10 per cent. 


No-claim Bonuses Raised 


Nevertheless, this particular pill will be 
sweetened — by the raising of the no-claim dis- 
count. In the past, the discount has been 30 per 
cent, which could be earned after five claim-free 
years. Now the figure is raised to 40 per cent — 
after only four claim-free years. Since about 


85 per cent of all motorists are entitled to a 


discount of some size, it is estimated that these 
increases will raise the premium income of the 
tariff offices by about 1o per cent. This, however, 
is very much an average figure. Clearly, new 
drivers will pay considerably more, and there are 
a few drivers who will actually pay a little Jess, 
provided they maintain their claim-free record. 
At the same time as the increases in rates and 
discounts, the tariff offices have achieved a 
certain standardization so far as the conditions 
for new drivers are concerned. In future, private 


car policies, and most commercial vehicle policies, 


wil not cover the first {15 of any claim for 
accidental damage sustained while a vehicle is 
being driven by a young driver (i.e. under 21) or 
one who has not held a full driving licence for at 
least a year. 

The non-tariff offices have replied to this lead by 
increasing their rates (and adopting similar condi- 
tions so far as young and inexperienced drivers are 
concerned). They are, however, aiming to be com- 
petitive so far as no claim discounts are concerned. 

The Eagle Star was first in the field. It 
announced that, after four years of claim-free 
driving, the bonus would be 45 per cent, and a 
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further 5 per cent (making a total of 5o per cent) 
would be paid after five years without a claim. 

The General Accident, with probably the 
largest motor insurance account in the country, 
countered by reducing the period of ‘build-up’ to 
maximum discount to three years (after which 
45 per cent is earned — compared with 40 per cent 
after four years, in the case of the tariff offices). 

The Provincial followed this up by introducing 
an idea which has been used in Sweden for some 
time. The actual scale of discounts is exactly the 
same as in the case of the tariff offices. But 
anybody who has a claim while in receipt of the 
maximum rate of discount does not lose the 
entire discount on renewal, He will still be entitled 
to a rebate of 20 per cent, and this can climb 
back to 40 per cent in two claim-free years. 
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'Thus the cost of a claim (in terms of lost dis- 


count) is only 30 per cent of an annual premium 


(spread over two years), compared with 95 per 
cent of an annual premium (spread over four 
years) in the case of a tariff office. 

This, of course, raises quite a problem. In the 
past, it has been widely held that the existence 
of a high no-claim discount discouraged. many 
motorists from making comparatively minor 
claims. As a result, many elected to earn a 
further discount by agreeing to pay the first £20 
or so of any.claim. The fact that the whole bonus 
need not be lost may alter this point of view. 

Vehicle and General Insurance is introducing 
a discount which rises to 60 per cent after four 
years. A motorist having a claim drops back two 
years in the discount scale. 


jm Taxes in Germany 


by KENNETH S. MOST, LL.B., F.C.A. 


tax! (taxe sur la valeur ajoutee or tax on 


A ie! (ae the French T.V.A. turnover 


value added) is likely to provide the basis 


for a unified system within the European 
. Common Market, the German Umsatzsteuer 
provided the original model. It is noteworthy 
that fiscal authorities on the Continent were 
beginning to show a marked preference for such 
an indirect tax over fifty years ago, since it 
possesses certain advantages which Adam Smith 
may not have appreciated. In particular, it is 
less subject than an income tax to the effects of 
economic crises, and its collection proceeds 
with a considerably smaller bureaucratic admini- 
stration than is required for direct taxes generally. 
Thus, the introduction of a turnover tax in 
Germany in 1916 was followed by Italy (1919), 
France (1920), Belgium (1921) and eventually, 
in the form of a purchase tax, by Britain (1940). 

Since 1951 the German Umsatzsteuer has been 
levied at the rate of 4 per cent on all deliveries of 
goods and other services rendered against 
payment by all natural and legal persons 
exercising an industrial, commercial.or profes- 
sional activity whether or not with the object of 
making profits. It is a ‘tax upon tax’ or cascading 
imposition, so that any change in the rate effects 


1 See "Turnover Taxes in France’, by Kenneth S. Most, in 
The Accountant of January 5th, 1963. - 


a considerable increase or decrease of receipts. 
Being cumulative it affects each stage of the 
production and distribution processes, and it is 
included in the cost of the goods or services 
instead of being added to the amount invoiced. 
` Nevertheless, the Umsatzsteuer is ultimately 
supported by the consumer, and the effects of 
this are mitigated by certain measures which 
exempt some transactions and reduce its incidence 
on others. 


"The Four Forms. of Umsatzsteuer 


There are actually four taxes which come under 
this description: 


(1) The Umsatzsteuer proper. 

(2) The Ausgleichsteuer or compensatory tax on 
imports, designed to place imports on the 
same footing as domestic products. 


(3) The Zusatzsteuer or complementary tax of 
3 per cent levied on combines which 
integrate different stages of the production 
process and on wholesalers and retailers 
who are also manufacturers and thus 
integrate production and distribution. 

(4) The Beférderungsteuer or transportation 
tax, levied on road and rail transport 
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which, although a quite separate tax,. 


completes the system. 


Adventure is all - 
very well, but... 


a Gg) Intrepidity never ranked very high among the qualities 

! required of a trustee. Then came the 1961 Act; and trustees 
were finally freed —and generally expected—to venture 
forth from the asylum of the old trustee securities into the 
jungles of equity investment. For how many this new 
freedom looked like the last straw we do not know. Yet 
there was (and is) no cause for despair. An investment in 
The M & G Trustee Fund is a complete, trouble-free 
(and economical) solution to the problem. 

Although open to all investors, this new Fund has been 
specially planned to meet the requirements of trustees. Its 
income is distributed in accordance with trust law. It 
provides an investment in selected equity shares, widely 
spread and professionally managed—and in some cases 
not open to purchase by the trustees themselves. Life- 
tenants will welcome the respectable yield of the Fund, 
and some of them its high net U.K. rate. And ingenious 
provision is made for accumulation in those trusts whose 
income is to be reinvested for a minor. 

Could you do better by bearing the burden yourself? 
If you doubt it, why not write (or send the coupon below) 
for full details of 
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, For 87 years, the Leicester Temperance 
‘has enjoyed a record of first-class . 
management. Assets exceed ° 
£29,000,000 and investors have the . 
further assurances of absolute safety, 
_attractive rates of interest, easy with- 
drawal... and friendly, efficient service. 
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Chief Office: 
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3 Poultry, Nottingham. 
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By means of these taxes, the German fiscal 
authorities levy receipts from all deliveries of 
goods, all commercial and professional services, 
goods and services produced or rendered for own 
use or consumption, imports of. goods, bilateral 
exchanges and the sale of a business as a going 
concern. The tax also strikes the sale of cheque 
books, safe-custody of deeds and securities, and 
hire of strong-boxes by banks. 

There are a large number of exemptions. The 
most important of these are: 


. (a) Services rendered by natural persons 


dependent upon others, e.g. employees. 

(b) Sales between holding companies and 
subsidiaries. 

(c) Services and sales of national and local 
authorities. 

(d) Sale of a business to descendants of the 
proprietor. 


. (e) Imports of goods admitted  duty-free,. 


particularly-raw materials. 

(f) Exports, which can also benefit from a 
refund of taxes levied at earlier stages. 

(g) Services rendered by private teachers. 

(h) Rents. 

(i) Own consumption of produce by foresters 
and farmers, and goods made by a business 
for its own use. 

(j) Medical services. 

(k) Benefits in kind given to employees. 

(I) Power and water supplied by public 
corporations. 

(m) Transactions in basic necessities of life. 


Imposition of the Tax 


Tax is imposed in two ways, either on the 
delivery of goods or rendering of service or on 
the receipt of payment therefor. To this extent 
the German system is less harsh than the French 
T.V.A. where only the first basis is recognized. 


Sollversteuerung is the imposition of those. 


receipts which the business should obtain in the 
normal course of events, e.g. the emission of 
invoices. In order to pay on the basis of the 
sales day-book the business must apply for 
permission to the collector of taxes (Finanzamt). 
When a receipt does not materialize, e.g. through 
insolvency of the debtor, the amount is deducted 
from the total of current invoices, and not 
adjusted by making a separate application for 
refund. 

Istversteuerung is the imposition of receipts 
actually obtained, and is the usual method 
adopted. Under this system, the cash-book 
containes a special column for receipts subject 
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to the Umsatzsteuer, and tax is calculated on this 
total. 

A taxpayer may transfer from the Ist system 
to the Soll system, in which case he need only 
add to the total of his sales day-book for the 
period, the total of any receipts of the period 
stemming from deliveries made previously. The 
contrary transfer is also allowed and involves 
deducting from current receipts any sums arising 
from deliveries made in a prior period. 

In the case of imports, the tax is imposed at 
the time of customs clearance. 

The amount which is taxed is known by the 
term Entgelt, or the total consideration which the 
deliverer of goods or provider of services is to 
receive in exchange, whether payable by the 
recipient or by third parties. Interest on overdue 
accounts and penalties for late delivery or other 
occurrences are taken into account. Certain 
items are. deductible, however; carriage and 
insurance, returnable containers, discounts and 
allowances, and discounts on bills of exchange. 
Receipts for the account of others, such as 
payments made by debtors to debt-collectors, 
are not charged, nor are gifts or legacies. 


Rate of Tax and Method of Payment 


As previously stated, the basic rate is 4 per cent 
but there are a number of reduced rates and 


surcharges. 


A reduced rate of 3 per cent is levied on edible 
fats and sugar. A reduced rate of 1:5 per cent is 
levied on forestries, cereals (but bakers who sell 
a variety of products can pay at an average rate 
of 2:3 per cent) milk and cream, books and 
brochures. A reduced rate of 1 per cent is levied 
on wholesale transactions not involving transfor- 
mation of goods, on the slaughter of livestock, on 
thread and cloth and on the sale of a business as 
a going concern. Other reductions are designed 
to assist the commerce of the city of Berlin. 

A surcharge or compensatory tax is levied 
on imports at the same rate as applicable to 
the domestic product. However, dutiable raw 
materials, foodstuffs, beverages, and finished and 
semi-finished manufactures are taxed at 6 per 
cent. 

There is also the special tax rate of 3 per cent 
on transactions by integrated combines. 

Payment is made monthly or quarterly on the 
basis of a special declaration made by the 
taxpayer to the collector of taxes. Monthly 
payment is exacted from businesses which had a 
turnover greater than DM20,000 in the pre- 
ceding year, the remainder paying quarterly. ‘The 
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time allowed i$ normally ten: days, extended to 
fifteen for businesses with several branches or 
carrying on foreign trade; but a substantial 
payment on account must be made within ten 
days of the end of the period. An annual declara- 
tion is also made, when over- or under- payments 
are adjusted. The taxpayer is obliged to keep 
books of account permitting the ascertainment 
of the tax payable. ' 
: u 
Refunds Benefiting Exports 
Beside being exempt from Umsatzsteuer, exports 
benefit by entitling the business to refunds: of 
tax already levied, based upon a formula. There 
are two types of refund: 
(i) Ausfuhroergütung or refund of the tax 
included in the products exported, which 
is obtainable by any exporter on demand. 
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This applies also to fish caught at sea and 
immediately delivered to a foreign buyer. 

. Only goods which have borne ‘the tax 
qualify, and the rate varies from o-5 per 
cent to 3 per cent. 

(i1) Ausfuhrhándleroergütung or refund of tax 
to an exporter who has neither manufac- 
tured nor transformed the goods, at the 
rates of from 1°5 per cent to 4.per cent of 
92 per cent of the consideration. 


Although the German Umsatzsteuer is both 
simple and comprehensive, the superiority of the 

French T.V.A. is readily admitted, and a German 
proposal to the E.E.C. aims to apply T.V.A. at 
a uniform rate of 12 per cent throughout the 
Common Market. All industries would thus 
achieve equality of imposition, regardless of the 
length of the marketing chain. 





NEW ZEALAND 
New Zealand Accountants’ Year-book 


EMBERSHIP of the New Zealand Society ‘of 
Accountants at May 31st last totalled 7,429, 
according to the Society’s Year-book now published. 
A scale of fees which the Council of the Society 
recommends should be used by members as a basis 
for fixing fees is included; from which sections one to 
three are reproduced. below: 


- (x) Ge Accounting, Secretarial and General 
or 
(Based on time reasonably and — 
devoted to work) 
Principals: £1 11s 6d to £3 35 per hour l 
` Clerks: At a rate equalling twice the salary paid, 
based on a working year of 1,500 hours. | 


There are indications that many public account- 
ants are charging a minimum of £2 2s per hour for 
principals’ time. For scale of charge-out rates for 
clerks see Schedule 1 on page 12 of the publication 

' Notes on the Preparation and Rendering of Fees. 


(2) Investigations, Specialized and Urgent Work 
Principals: A minimum of £3 3s per hour. 
Ge As for ordinary auditing and accounans 
wor 


(3) Liquidations, Faro ER Trusteeships, etc. 
(Subject to arrangements for greater or lesser 
amounts according to circumstances). 

Minimum of £52 10s plus commission on gross 
realizations as under: 


On first £250 IO per cent 
On next £4,750 5 per cent 
On next £15,000 : 2$ per cent | 
On any excess over £20,000 1i per cent - 


Except where a special fee is ‘arranged and 

business carried on, plus a further 2$ per cent on 

_ , disbursements other than dividends to Kee and 
- shareholders. 


SOUTH AFRICA 


Work of the Chartered Accountants' 
Joint Council 


T is interesting to note that the Joint Council of 
Athe Societies of Chartered Accountants of South 
Africa now represents some 4,000 chartered account- 
ants in that country. The Joint Council has as its 
main function the co-ordination of the work of the 
four Societies in the provinces in all matters which 


‘concern the profession in the Republic as a whole. It 


has as its ultimate goal the establishment of a national 
society of South African chartéred accountants. 
Numerous committees have been established by 
the Council.to deal with matters affecting the 
profession. A booklet dealing with P.A.Y.E. in the 
Republic has been published, and committees are 
dealing with recommendations on the preparation of 


Statements on auditirig principles and standards (to 


be. issued over the next two or three years); the 
publicizing of services offered by the profession, and 
the examination of proposed legislation affecting 
the profession. Consideration is also being given to the 


problems of obtaining suitable entrants to the pro- 
fession and their education and training. 


: BELGIUM 


Pacioli in French 


HE first translation. into French of Luca 
Pacioli’s work, Summa de Arithmetica: has 


recently been published by Robert Halotte "and 


Ernest Stevelinck (Editions Comptabilité et Pro- 
ductivité, 71 rue de la Victoire, Brussels). Their.book 
includes a biography of the celebrated ‘Tuscan monk, 
whose description of the double-entry system of 
book-keeping as applied in the fifteenth century is 
the earliest known treatise on the subject. 
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Increased Productivity — 
: The Role of Finance — I 


(Financial reporting, business canines the elimination of 
paper work, and mechanization) 


by S. R. HARDING, F.C.A. 


~ 


Introduction 


WELCOME the. opportunity to introduce this 
subject in Productivity Year, at a time when we 


read that the return on capital employed in some 


spheres.of British industry compares unfavourably 
~ with that in many other leading industrial countries. 
I feel sure that big organizations, such as our own, 
which: have been in business for a long time and 
produced most of their own timber, have much to 
learn from the newer and smaller organizations 
represented here today. 


2. My own career has been exclusively, with the 
Royal Dutch/Shell Group. mostly abroad, but for the 


past five years in London during ; which I have, 


visited some forty.countries in the course of my 
work. In general what I have to say reflects the experi- 
ence and attitude of my group, and I have drawn 
freely on this as a basis for discussion, keeping away 
from accounting technicalities since there is a stream 
_ of literature on this passing across our desks, or into 
our brief-cases, every day — all adding to the paper 
| problem. I have endeavoured to develop the subject 
~ in the later stages, possibly with more questions than 
answers, towards consideration of how the Institute 
and its members might make a more active contri- 
bution to productivity in the future. This I feel to be 
a more valuable use of the time at my disposal than 
to become involved in taxation, financing and invest- 
ment matters which are complete subjects in them- 
selves; this need not, however, exclude them from 
our discussions. 


3. À brief outline of our organization and something 
of the problems in the oil industry may be a logical 
starting-point. You will know from your experience 
as a motorist that the oil business is extremely com- 
petitive — new service stations springing up and the 
recent introduction of cut-price petrol in Britain will 
have brought this home to you. The same applies to 
the chemical industry, in which we have a big stake. 
If you hold shares in any major oil company you will 
know too that some three years ago the investment 
analysts were suggesting that the big integrated 
companies had, like dinosaurs, become too slow- 
moving to face up to the attacks of the aggressive 
new-comers who were making their presence felt in 
the market. You will since then, if a shareholder, have 


studied the results and you may have concluded, as 


have the market analysts, that the giants will survive 
and that it will be the sabre-toothed tigers which have 
to worry about growth in reverse. 


4. The Royal Dutch/Shell Group, of which Royal 
Dutch and Shell Transport and Trading are the 
parents, is represented by some five hundred odd 
companies operating in almost-every country outside 
the Russian/Chinese bloc and is the third largest 
industrial organization in the world, only General; 
Motors and Jersey Standard Oil being bigger. Size is: 
vital in the international oil business where the risks 
involved (political, devaluation, etc.) are great: the 
swings must take care of the roundabouts. Our profits: 
in isolation, may look large — they are several times 
larger than those of Unilever or ICI — but the capital 
employed and the money we have to plough back each 
year into the business are also that much larger, and, 
much of this is in exploration which may or may not 
be successful. If unsuccessful then one may have put. 
as much as {10 million into the search for oil in a 
country before deciding to call off the hunt. You have 
probably read reports of a temporary surplus of oil 
and may ask why we should continue to seek fresh 
sources at such cost. ‘The answer is that this is a long- 
term business, at least for the major oil companies, 
and one's source of supply must be well spread both 
geographically and in quality — crude oils vary 
enormously in quality. Furthermore, if oil is likely 
to be found in an area which is to be a natural source 


-of supply for big markets, e.g. Algerian/Libyan oil in 


relation to France and the Common Market, we must 
be there. Nobody will deny that long-term profits are 
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the main object of being in any business — and in our 
case they also have to be large in total, if not per unit 
sold: whether one's performance, in this respect or 
any other, is satisfactory must be measured against the 
performance of competitors, which we watch very 
closely. l 


5. A net 9 or ro per cent is about the return which 
we and some of the other major oil companies are 
making at the moment on capital employed. I may 
say that Shell regards this as insufficient and we are 
doing our best to improve it. 


6. In an organization of this size, in which many of 
the individual companies are themselves very large 
by any standards, it is essential to decentralize 
authority to a great extent and there are considerable 
economies to be made by so doing. The general 
manager of each of our companies therefore has a 
great deal of autonomy: he is supported by a manage- 
ment team in which the finance manager is becoming 
more and more a key man as we supply from the 
centre, or take on locally, more ‘business men’ for 
these jobs. There is co-ordination from the centre on 
such matters as the supply of crude oil and products - 
as there must beina vertically integrated organization, 
capital expenditure, long-term financing, top level 
personnel matters, etc. Otherwise the role of the 
central offices in London and The Hague is to give 
service and advice, to co-ordinate the group's 
activities and to review the plans and performance 
of the individual companies by a system of objectives, 
targets and quarterly reporting of performance 
against targets. 


7. We publish a statement of the group's quarterly 
results within about forty days of the end of each 
quarter — despite the fact that this must be one of the 
most complicated consolidation jobs in the world — 
and our accounting standards are well up to the 
Jenkins recommendations. With quotations in many 
of the world's stock-markets it is necessary to file, 
particularly in New York, a lot more information 
than would be required in the United Kingdom. This 
we regard as a good thing and a policy of the fullest 
possible disclosure also runs throughout the organiza- 
tion itself. Our view is that everybody in the business 
should know the results of his activities and be 
aware of his contribution. 


8. One of our main preoccupations at the moment 
is how to give non-finance men a better appreciation 
of the group's financial affairs — I shall touch on this 
in more detail later and hope to learn something 
from your own experience of this problem. We are 
laying on special finance courses, over and above our 
normal contribution to the group's executive training 
programme, to fulfil this need and as a first step 
recently published a simplified illustrated guide to 
our group accounts, explaining exactly what is 
behind each figure in the easiest possible terms; this 
has been in great demand and I have arranged for a 
copy to be placed in each of your discussion, group 
rooms. 
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Increased Productivity 


9. The problem with which we were faced in the 
light of increasing competition was how to become 
more efficient in order to maintain or improve our 
position and to give the shareholders a better return 
on their money in terms of earnings and dividends. 
The confidence of our shareholders and of the 
world's money markets is all-important. 


10. I can frankly admit that until recently the 
organization for which I work looked in much worse 
shape than it does now. During a long post-war 
period of rapidly increasing demand, and general 
inflation, the urge to control one's costs had become 
somewhat thin, with the result that the expense curve 
on our graph tended to rise at just about the same rate 
as the volume curve. In other words we, and other 
members of the industry, had lost sight of the fact 
that the way to make money and to get a good return 
from investment, is to see that volume increases at a 
quicker rate than expense, both revenue and capital. 
That our results and condition are now so much better 
than they were, is mainly a reflection of the fact that 
the cold winds of circumstance forced us to re-learn 
this lesson, and once again to give our full attention 
to the vital importance of the trend of unit costs. If I 
mention that in the Royal Dutch/Shell Group we are 
currently spending some £5 million a day, you will 
realize that the difference between good and indifferent 
expenditure control can rapidly tot up to a figure which 
has a very significant effect on our net income and 
return on capital. 


II. I shall describe briefly how we are tackling 
this problem by being more selective in our invest- 
ment programme, making better use of our existing ` 
assets, getting more for our money in day-to-day 
spending, streamlining our methods and procedures 
and of course our organization. With some 225,000 
employees of all nationalities there must always be 
scope and our numbers have been coming down, 
largely through retirements and normal wastage: we 
have in fact reduced overall numbers by ro per cent 
over the past four years whilst increasing sales by 
more than 4o per cent. We have concentrated on 
getting more work out of the people we have got, 
with the aid of better equipment, and putting bigger 
volume through our plants — going out not so much 
for economy as for increased efficiency, i.e. getting 
more for our money. 


I2. As in any organization there had been a 
tendency for fat to accumulate in the central office 
and by tackling this aspect with a will we were able 
to set the example and show the operating companies 
that we meant business. Today we have some 30 per 
cent less staff in London and The Hague than we had 
three years ago and this has been done without 
farming out any additional work to the operating 
companies, which have been doing their own 
streamlining. 

13. The performance of finance in streamlining has 
been on a par with the general average — our numbers 
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in the central office fell from: 9oo to 630 over this 
period. A vigorous screening of the need for all 
returns was made and a formidable amount of these 
were dispensed with — greater flexibility was obtained, 
and the need for staff reduced, by cutting out whole 
layers. of supervision and breaking down small 
watertight compartments (or boxes on the organiza- 
tion charts) many of which had a section head and a 
very few staff. Some of Parkinson’s laws were 
demonstrated very clearly in this process, which 
spread throughout the operating companies. More 
work was transferred to machines, and computers to 
show pay-outs — but the initial savings on the clerical 
side were achieved mostly by common sense and the 
critical examination of every procedure and piece of 
paper, especially those in existence for any length of 
time. Nothing was sacred and finance was well to the 
fore in combating the conservative approach some- 
times encountered — a nostalgia for the old-fashioned 
methods to which people had become accustomed. 
Operational savings in every aspect of the company's 
increasingly complex business gathered pace - in the 
oilfields, the refineries, the fleets, in sales organizations 
and in research, we began to get more for our money 
and unit costs started to drop. There had been a time 
when operators were satisfied- to maintain the same 
rate of unit costs, but with the increasing squeeze on 
selling prices this was no longer good enough if we 
were to maintain, or avoid a cut in, margins. In 1962, 
with an increase of almost 12 per. cent on 1961 in our 
sales volume, operating, selling and administrative 
expenses rose by only just over 1 per cent: but this 
was exceptional and it is a constant struggle to 
compensate for the rising cost of salaries and wages. 


I4. As an example of achievement in the oil 
industry as a whole — and Shell's performance has 
been as good as the best — refinery output since 1950 
has risen by 330 per cent and the number of men 
employed by only 34 per cent. We know that increased 
productivity cannot be measured simply as output 
in terms of manpower — money tied up in capital 
expenditure, and operating expenses, must be taken 
into account — but the figures are significant. On the 
clerical side it has not been so easy to get to grips with 
the problem — office work is difficult to measure — 
and we shall be going into this in detail. There are 
some sizeable problems to tackle — for instance the 
Shell company in the United States, where the 
motorist unfortunately seldom pays cash for his 
gasoline, has to handle on its computers about a 
quarter of a million credit entries per day; luckily 
this is exceptional! 

I5. The encouraging thing about this streamlining 
is that we are now left with an organization which is 
fit and enthusiastic — people realize that only the best 
will do and good men welcome the challenge, which 
is easier to meet when they no longer have to carry 
passengers and they know that the work they are 
being asked to do is of real value. The important 
thing of course is to maintain, and improve on, this 
healthy state of affairs. i 
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` The Contribution of Finance 


16. We are here today to discuss the role of a 
finance organization in such a situation; success to 
my mind depends a great deal upon the extent to 
which finance men are capable of looking outside 
finance (not only within their own company but, 
more important, at the financial affairs and situation 
of competitors) and playing an active, rather than a 
passive, role in the business. 

17. We expect a finance manager in an operating 
company, where most of the money is made or lost, 
to wear three hats. The first as the financial expert, 
the second as an active (not a non-playing) member of 
the management team and the third as the manager of 
the financial and accounting staff which, including 
office services as it usually does, is generally the 
largest administrative unit in any of our companies, 

18. His job in the short term, with his first hat on, 
is to put his finger on the weak spots in respect of 
volume, operating costs and proceeds — the com- 
ponent items of profitability, and in the longer term 
in respect of cash generation, liquidity and investment. 
He is also the man who can speak with authority about 
financial controls and safeguards, e.g. how big does 
the internal audit really need to be, to what extent is 
it desirable to borrow funds locally or obtain foreign 
exchange as a hedge against devaluation, is it better 
to finance subsidiaries by loan or equity, what is the 
effect of marginal costs, discounted cash flow, etc. 

19. With his second hat on his task includes the 
need to satisfy himself that forecasts are genuine 
targets and not just vague hopes, that his company 
is out to influence the market to suit its own purpose 
rather than to be influenced by it, and that it is 
looking five years or more ahead in planning its 
operating and selling policy, developing the organiza- 
ation well in advance to meet the changes foreseen. 
As a man who should have time to think and plan, and 
as a trained administrator, he should be able to stop 
the management team nibbling at a variety of 
problems and help to fix priorities in terms of what 
to tackle next — be it volume, costs, proceeds, cash 
generation, selective marketing and investment or 
what have you. His role as a member of the manage- 
ment team is particularly important in the planning 
cycle, when long-term objectives and shorter-term 
targets are being set, capital expenditure budgets 
approved, and pricing policy, cash generation and 
dividend policy under review. 

20. With his third hat on his job is to stimulate the 
interests of his staff in these and other matters which 
lead to increased productivity and efficiency. For 
clerks at the lower level there is not the same stimulus 
or glamour as there is, for instance, in selling products: 
this makes it all the more important that the finance 
manager should not only be first-class himself but 
that he should also have outstanding leadership 
qualities. 

21. We are making increasing use of computers but 
in general the techniques used in Shell are straight- 
forward and all the better for that we feel — some of 
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the articles we read today about financial and account- 
ing techniques make too much of simple things and 
we view with suspicion the use of methods which are 


unnecessarily complicated: these inevitably increase. 


the gap and lack of understanding between finance: 
and non-finance management. I ‘suspect that industry 
in general has suffered from this lack of understanding 
— there has been too much slickness and jargon about 
the techniques of some. finance ‘men, too much 
‘professionalism’ and too little effort made to 
appreciate and learn about the problems of the 


operators. At the same time there has been too much - 


respect, or possibly timidity, on the part of the 
laymen in not getting to grips with finance matters.. 

- 22. It is impossible at the top to separate the 
various aspects of finance, ie. accounting in all its 
aspects including budgetary controls, internal controls 
and audi:; treasury work covering financing, invest- 
ment, banking, insurance, pensions and. payrolls; 
and taxation. This we have always recognized in each 
of ‘our ‘operating -companies where the finance 
manager speaks as a member of the management team 
on all finance matters. In our central office, however, 
these aspects were handled as fairly watertight 
divisions under the group finance co-ordinator until 
this year when we decided that in so far as the 
co-ordination of operating company finance work is 
concerned ‘they overlap and are indivisible. Without 
going’ into the details of the reorganization which 
is of purely domestic interest, though I shall be 
pleased to discuss it if you wish, I mention this in 


-such' person as an accountant — what matters is 
finance in the broadest sense. Of course we still have 
teams of specialists who deal with problems affecting 
the group as a whole - the production of the group 
accounts is an example on the accounting front'— 
but when it comes to dealing with the operating 
companies we split the world into four geographical 
régions, each with a regional finance adviser. 


Forecasting and Yardsticks 


23. I am against too much routine financial reporting, 
because so much of it is never used in practice. 
However, no well-managed business of size is today 
managed ‘by ear’ and finance is the focal point, where 


management's flair and sense of judgement can be 


confirmed against facts and forecasts based upon 
sound controls and information. "E 


24. We have decided that a realistic interval for 
assessing. past performance, at group level and in 
most operating companies, is quarterly. This we do. 
against a background of forecasting and target setting, 
with a series of easily understood yardsticks — and 
by forecasting I do not mean projecting the past 
but deliberately planning the future. >  . hs 

25. In most organizations it is possible and 
prodüctive to match to some extent the performance, 
of oùe company or operatirig unit against ariother’s,. 
but this iniplies: à reasonably standard. system. of: 
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order to' stress that to us at the top level there is no ` | l ] 
.. almost as poor a view of underestimated as of over- 
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reporting which is not as easy as it may sound when 
dealing with operations in many different countries 
and currencies. Our experience is that in general the 
figures used in the consolidation of sterling accounts 
are not suitable for assessing the operating companies' 
performance since exchange fluctuations and other 
matters, outside the control of local managément, 
can have such an impact on the operating results. It 
often happens that some of our companies, particularly 
in South America, make a solid profit in local 
currency which is largely offset by a heavy write-down 
of working capital despite all our efforts and experience 
of avoiding exchange losses. Supervisory management 
in the operating companies and co-ordinators in the 
central office must have figures which both recognize 
and which are common ground for discussion. 

. 26. 'The future being so much more important 
than the past, we get our operating companies to 
review their forecasts for the year at the end of each 
quarter, and to explain variations between the latest 
forecast and the initial target which they themselves 
played the major part in setting. The targets are, of 
course, critically examined in the central office before 
being set as ‘par for the course’. It takes a courageous 
man to set himself a difficult par and a really good 
manager to set something which is realistic - human 
nature being what it is there is a tendency to set a 
target which will not be too hard to meet; this in the 
aggregate, ina group of any size, can mean that the 
overall forecast of profit, cash availability, etc., can 
be quite seriously out and thus affect forward 
planning. Unless there are valid explanations we take 


estimated profits, and we consider the ability of our 
finance managers to forecast the effect of changing 
operating conditions with speed and reasonable 
accuracy as more important than their ability to 
account accurately for the past. The basic figures 
underlying profitability and. cash generation are, of 
course, volume, proceeds, expenses and fluctuations 
in fixed and working capital. These items all come 
under the microscope separately and there is’ no 
question of a plus on one item being offset by a 
minus on another, without satisfactory explanation. 

27. Leaving aside for the moment the measurement 
of integrated profit, by which I mean the overall 


‘profit after charging all expenses from the hole in the 


ground, three of our basic yardsticks in assessing 
the profitability of individual operating companies 
(Which may be involved in production, manufacturing, 
transportation or selling) are: 
(x) the utilization of capital employed (proceeds+ 
"TI capital employed); 
(2) the net margin (net profit after tax proceeds); 
and the equation of these two, viz.:  . EM 
- (3) the. percentage return (net profit. after tax—— 
>i, capital employed). . TE 
You may query the use of the ‘after tax’ figure for 
profit: the figure ‘before tax’ has its value but a profit 
Ia of no interest to the shareholders unless itis free 
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A CITY EDITOR 


IS A TYPICAL MAN | | 
OF THE CITY For NIGEL LAWSON (one of the best city editors in Fleet 


Street; on the Sunday Telegraph) the answer is an un- 
doubted No. He appreciates that the Stock Exchange only 
registers the results of what is happening elsewhere; so 
clearly to do his job well he must set his sights far wider 
than the square mile. Politics, personalities, new ideas in 
research and production—all are influences behind the 
scenes which make tomorrow’s city news, and which he 
must know about today. So Nigel Lawson’s eyes are every- 
where. And his regular readers are very satisfied about it. 


E SUNDAY TELEGRAPH 
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of any strings and to me tax is just another item of 
expense. l 

28. To look at the percentage return in isolation can 
. be misleading — one must know why this is going up 
- or down. One also has to watch the trends of volume, 
unit proceeds, unit operating expenses, staff/labour 
numbers, capital employed (particularly working 
capital), cash generation, etc. All these yardsticks 
are of course most valuable when looking at trends in 
the same company, but comparisons between 
companies can be misleading. 

29. These to my mind are the barometers for top 
management to watch. Às you go down the line and 
nearer to the individual operating units, e.g. factories, 
sales branches, depots, etc., the emphasis becomes 
less upon profitability and more upon cost and 
volume control. The relative emphasis at different 
levels of management can be depicted as follows: 








Concerned 
with money and 
profitability 












Conscious of operating 

and investment costs and 
volume, but concerned with 
profitability 













Conscious of profitability, 
but concerned with operating 
and investment costs, and volume 







Concerned with operating and 
investment costs, and volume 






30. The message here is that it is just as much a 
waste of time for top management — those at the top 
of the pyramid — to get involved in too much detail, as 
it is for those at the foot of the pyramid, e.g. depot 
superintendents, to worry their heads about profit- 
ability, cash generation, etc., when they may only be 
responsible for, and able to do something about, 
operating costs and volume. 


Cost Control 


31. Everybody in charge of a self-contained unit 
in Shell is required to plan the expenditure for which 
he will be responsible in the coming year and this 
forecast is carefully screened by his supervisor. 
This is an annual forecast, although with seasonal 
fluctuations it is usually compiled with an eye on the 
individual quarters. In the case of some fixed, i.e. 
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non-variable, expenses it is possible to set a budget, 
which is more restrictive than a forecast in that 
authority is required before it can be exceeded. As I 
have said, the reporting of actual expenditure by 
finance is usually quarterly: we make a great point 
of discussing variations between forecasts/budgets 
and actuals with the operators and not just sending 
them the cost statements. These cost forecasts/ 
budgets contribute to the profitability and cash 
generation forecasts, of which more later. 

32. We prefer to insist upon a proper control of 
expenditure by the approved authority, before the 
money is spent, than to get involved in the enormous 
amount of detailed paper work which some costing 
systems involve. 'lhis implies proper tendering 
procedures, the avoidance of conflicts of interest etc., 
all of which are watched carefully by the internal 
audit. 

33. Some of our operating companies had reser- 
vations about the value of forecasting, when we put 
it in, and there were indeed cases of companies 
spending more time in forecasting than in getting 
on with the business, but it is now agreed that the 
psychological effect on operators of being asked to 
forecast, and being made accountable for variations 
between actuals and forecasts, is of value. Staff and 
labour numbers are given special attention in this 
forecasting process in view of the overheads which 
each extra man on the payroll attracts, and there are 
other aspects of costs which are more susceptible to 
control by physical than by financial yardsticks. 

34. lo be successful any system for controlling 
operating expenses by matching actuals against 
forecasts needs: 


(a) management support at top level; 

(6) careful explanation and ‘selling’ to all concerned, 
who should be made to realize that this is a 
tool to help them as well as yardstick by which 
their performance will be judged; 

(c) à common base for all financial figures, and 
a sound accounting code which makes the 
matching of actuals and forecasts realistic. 
Conflicting sets of figures, purporting to relate 
to the same thing, raise doubts about the 
soundness of any system. 


35. I do not think we need go into more detail here 
about methods of controlling costs — let us leave that 
for the discussion. We can pass on to the more 
difficult problems of the allocation of costs against 


products, price build-ups, marginal costs, etc. 


Measurement of Profitability and 
Selective Marketing 


36. This subject, in a vertically integrated business 
such as our own, presents a major problem. Not 
only has one to assess the results of individual 
operating companies and forecast the effect on 
these of future events and action, but also, and much 
more important, to assess the effect of these events 
and actiori upon the business as an integrated whole. 
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The cost of our products includes elements of 
research, exploration, production, manufacturing, 
transportation, marketing and overheads — incurred 
probably in many different countries and companies. 
Itis in general impossible to say what is the individual 
cost of producing the different products from a barrel 
of crude oil: the various processes are closely inter- 
locked and seldom produce simply one product. 
This, however, is a problem peculiar to only a few 
industries and I shall not enlarge upon it unless you 
wish me to do so in discussion. 

37. However, the allocation to products of 
marketing and overhead expenses presents a tricky 
problem in most industries. It is clearly necessary to 
have a justifiable basis for allocating indirect expenses 
to individual products in setting prices — although 
in our experience, due to competition, such prices are 
rarely what the product will fetch in the market. What 
matters is the gross margin return on each product, 
ie. its contribution to profit and indirect expenses, 
after charging truly direct expenses, and each product 
should be given its ‘par for the course’ on this basis, 
the total being designed to cover all overheads and 
produce the target profit. One cannot, however, look 
at this as one figure — the product may be sold in 
many different ways and you cannot control and 
guide your business unless you can indicate which 


are the most rewarding classes of trade in terms of ` 


gross margin. Ín measuring one class of trade or 
product against another should one relate the gross 
rhargin to the proceeds or to the volume sold? It 
seems to me that the former yardstick, i.e. gross 
margin as a percentage of proceeds, is the most 
meaningful since this is usually a reflection also of the 
return on the money tied up in doing the business, 
subject to comparable stock levels, credit terms, etc. 


38. It is a mistake, therefore, in my opinion to 
attempt to allocate indirect expenses, on an arbitrary 
basis as this must be, to individual products except 
when setting prices. To do so can be dangerously 
misleading and result in a wrong emphasis in the 
sales effort — such information is apt to be accepted 
by those who do not understand figures as accurate 
and factual, whereas it is based upon nothing firmer 
than a series of arbitrary assumptions. It is most 
important that every manager should understand the 
principles underlying the calculation of profitability, 
pay-out periods, etc. 

39. Direct and indirect expenses are not, of course, 
synonymous with variable and fixed expenses. For 
example, the cost of running a gasoline pump is a 
direct charge against gasoline but it does not vary, 
except as a unit rate, with the amount of gasoline sold 
through the pump. In all phases of our business we 
look at variable and fixed expenses mostly in the 
course of detailed special studies when considering, 
for instance, the effect on profitability of marginal 
increases or decreases in trade, the average figures 
presented in most historical accounting statements 
being useless in this connection. A point to. watch 
here is that the information for such special studies 
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should be available within the accounting system, 
if required, through a well thought out system of. 
coding; but the fact that it 1s available most emphatic- 
ally does not mean that it should be produced on a 
routine basis for people to look at, with or without ` 
interest, and file without action. 
40. The problems of cost allocation and th 
measurement of integrated profitability, and their 
effect on the policy of selective marketing are 
matters about which I look forward to hearing your 
views in discussion. To be more profitable than one's 
competitors it is obviously necessary to look further 


»t * 


‘ahead and more selectively — imitation of others can 


only lead to lower margins for everybody. Also, 
selectivity must be aggressive and not defensive: any 
voluntary withdrawal from selling must be based 
upon very firm figures regarding the effect of such 


action on profitability. . | 


Cash Generation 
4I. This is one of the most important single 


aspects of forecasting but it is not a subject which is 


open to many different opinions — except regarding 
the period of time one should look ahead, which must 
depend on the type of business. The role of finance 
here I think is to impress upon the operators that the 
overall future objectives (long-term plans) and 


targets (shorter-term aims) depend largely upon the 


accuracy of their forecasts of production, manu- 
facturing, and of sales which usually set the pattern 
for the other two. This calls for very close co- 
'operation at top level between finance and the other 
functions. The effect of slipshod and faulty estimating ` 
must be brought home to operators and the use of 
graphs, showing actuals against forecasts, is a good 
way of doing this. Where the money. tied up in stocks ~ 
and receivables varies substantially between classes 
of trade in the same product it is necessary to indicate 
the effect, in terms of money tied up in working 
capital — although this is not, I suggest, a subject for 
continuous routine reporting. It can give a lot of 
work and we shall touch on this aspect later when we 
come to discuss the elimination of paper work. ' 


Control of Working Capital 


42. Insufficient attention is in general given to 
working capital which is often allowed to increase 
more easily than expenditure on the so-called fixed 
assets, the latter being subject to strict capital 
expenditure approval procedures, Capital expenditure, 
being of a permanent nature, needs careful scrutiny 
at the top but working capital is every bit as much 
a part of the total investment and paper profits can 
be tied up unnecessarily if this is not watched equally 
carefully. The artificial distinction between the 
various types of assets, as required by the United 
Kingdom Companies Act, may tend to direct more 
attention to the control of fixed assets than of working 
capital. .' ~. TE gd P4 
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" 43. It is convenient to deal with working capital 


under the following headings: `. i 
R Trade debtors. The expression of the total out- 
atandings in terms of average days credit sales. from 
^ the appropriate period is generally regarded as the 
-~ best index of performance. To use total sales as the 
base is also significant, but comparisons with previous 
periods will be distorted if there has been an increase 
or decrease in the proportion of credit and cash 
sales. The two yardsticks side by side probably give 
the most complete picture. ) E 
44. There should also be a summary of debts, 
grouped according to their ages, and of course a 
spotlight should be put on to anything -which is 
exceptionally large or doubtful. A latge percentage of 
the value of the total debts is usually accounted for 
by a small percentage in tlie number of the debtors, 
and it is on these that the main effort should be 
~ concentrated, In a company with tens of thousands 
of credit customers it -is unnecessary to list and 
analyse every month all the small debts, the majority 
| of which are usually regular payers. Furthermore, 
| for the average customer, monetary credit limits are 
a waste of time and if he pays regularly it would be 
uncommercial not to encourage him to buy more. 
With this policy our experience of bad debts has on 
the whole been good ~ but I should like, in the 
discussion, to touch on the question of responsibility 
for credit and collection: controls in your own 
organizations. 
45- Some form of summary statement should be 
tabled at top level meetings every quarter, whilst 
those managers individually responsible for the sales 
and collections should review the detailed position 
each month. Credit is an important marketing 
weapon: a nice point of business judgement, and for 
discussion, is to decide how far to let the credit 
index increase in order to get more business. It 
| seems to me that this depends very much on what 
else one has to offer in the way of quality; service, 
| etc., both of which are likely to produce more lasting 
| advantages than credit since the latter. is usually 
| matched immediately by competitors. The average 
| business man is J think influenced more by these, in 
his choice of supplier, than by increased credit. ` 
46. In 1962, for the first time for several years, the 
percentage increase in our accounts receivable did 
not exceed the percentage increase in proceeds, i.e. 
the overall credit index remained unchanged. 
47. Debtors other than trade debtors. These tend 
to be overlooked by management and are too often 
m reviewed only by the accounts department, at a 
| ^j lowish level. Everything owing to the company other 
m than by customers goes under this heading, which 
may hide a multitude of sins, including improperly 
authorized payments and even entries covering 
frauds. Experience in my early days as an internal 
auditor taught me that, quite apart from assessing 
the amount of money tied up, a thorough probing 
of these accounts will always repay the time spent. 
48. Stock levels. It is unusual for those selling 


products or using materials to pay much attention to 
stock levels — it is much easier to do-business with 


‘plenty of stock available ‘in case’. Finance can help to 


free working capital by setting a value on the stocks 
which would be surplus to requiréments if the 
operators ‘could be made to operate on minimum 
stocks and take the calculated risks which any: good 
business men should take. Various indices can be 
worked out, as for trade debtors, which will bring the 
figures to life, alongside an expression of the cost of 
the stocks in terms of interest on the money tied up 
etc. ` 

49. At the end of 1962 we were pleased to find that, 
despite an increase in volume of nearly 12 per cent, 
the value of stocks of oil and chemicals remained 
virtually unchanged except for additions resulting 
from the inclusion of stocks in companies taken over. 

. 5o. Creditors.. Here again there is insufficient 
appreciation of the cost in terms of working capital 
of paying creditors before it is strictly necessary. 
‘There may be occasions when one will not take the 
full period of credit, but as a general rule it is 
downright uncommercial not to do so. People who 
talk about the prestige attached to paying creditors 
before due date should not be in business. 

51. To put this problem of working capitàl control 
into perspective as we see it, the benefit to our cash 
position by reducing trade debtors and stocks by 
5 per cent would be some £45 million and by 
increasing creditors by 5 per cent it would be another 
£20 million. Sixty-five. million pounds to us repre- ' 
sents, for instance, the cost of building two large 
refineries, or more than ro per cent added to our 
short-term funds. Big figures create their own 
problems but they do have the advantage that an 
all-out attack on such matters as working capital 
can produce startling results. 


Internal Audit 


52. We are going out more and more for quality 
rather than quantity, for auditing in depth in place of 
superficial ticking, and above all for an increase in 
efficiency and productivity through insistence upon 
internal controls which are practical and not excessive. 

53. Internal audit can either be productive and 
helpful to the operators, or it can be an unproductive 
overhead in the worst sense — a hindrance and irritant 
to the operators. Everybody has their own ideas on 
internal audit which is usually tailor-made to suit 
the individual business. I should like to tell you how 
we run ours in Shell — you may then wish me to 
expand on certain features and I hope you will raise 
some points which may help to improve our system. 
: 54. Organization. In our operating companies 
internal audit is entirely in the liands of local 
management, there being no teàm operating out of 
the central office. The internal audit manager in 
each operating company reports to his finance 
manager, either directly or through an audits and 
methods manager, depending upon the size and shape 
of the operating company. Ín a few areas, e.g. the 
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Caribbean, Central America and East Africa, where 
some of the companies are too small to warrant an 
internal audit of their own, the audit works out of 
one country and gives service to others, including 
advice on clerical methods and procedures. 


$5. We have from time to time considered the 
possibility of setting up an audit team to work out 
from the central office, but up to now it has been 
considered that the value of this would not justify 
the cost and that it would be difficult to obtain 
sufficient suitable men with a knowledge of languages 
who are willing to travel permanently. It would also 
tend to undermine the authority of local management, 
whom we encourage to be as autonomous and self- 
reliant as possible. 

56. A survey of the internal audit work in the opera- 
ting companies is, however, carried out during visits 
from the central office. These cover every aspect of 
finance, with a lot of emphasis on increased efficiency 
and sound internal controls. In an average company this 
‘inspection’ takes about a week or two of a senior 
man's time, at least one day being spent on examining 
the internal audit work. 

57. In general we prefer the internal audit in an 
operating company to be centralized, i.e. we do not 
recommend that auditors should be based outside 
the head office of the company. ‘The number of men in 
the audit team of an operating company varies from 
one in the smallest companies to perhaps fifteen in the 
largest companies. Some of these men are doing 
the job as part of their career development, in which 
case they probably spend no more than two years 
on the work, whilst others with less potential may 
stay a good deal longer as audit assistants. 

58. The group's views are laid down in an internal 
audit guide, which also goes into some detail on each 
aspect of the audit, but there are no rigid rules or 
regulations governing the scope, establishment or 
running of the audit. This is dictated by local 
judgement, matching the cost against the value and 
calculating the risks involved. It would, however, be 
most unlikely for an operating company to run their 
internal audit in a manner contrary to the advice of 
the central office. 

59. The guide highlights the essential internal 
controls and draws attention to what can happen 
when these are not enforced. 'T'he auditor's primary 
responsibility is to ensure that built-in controls are 
comprehensive and sound, without causing excessive 
work, and (most important) that they are operating 
in practice. 'T'he guide also emphasizes the importance 
of operational controls ~ in the sense of helping 
operators to control their activities and increase 


efficiency by avoiding the waste of manpower,. 


money, materials and equipment. It does not, of 
course, imply that it is part of an auditor's job to 
query technical or business judgement. 

60. We encourage the setting up of audit com- 
mittees, including members of top management from 
various functions, to survey extracts from the audit 
reports and to agree on future programmes. This, 
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we have found, helps to overcome the tendency for 
the audit to be considered exclusively as the tool of 
finance. 

61. Case study reports of actual frauds and lar 
bad debts in the group are circulated to all operating 
companies, with an indication of the lessons to be 
learned: experience is that less than half of these are 
discovered by the internal audit. ; 

62. With the development of computers we are 
paying increasing attention to the controls which need 
to be built into data processing machinery, and to the 
need for the internal auditors to keep in touch with 
these at the programming stage. 

63. The internal audit programmes in the operating 
companies are drawn up in co-operation with the 
external auditors. It was recently decided to limit 
the external audits to a ‘once every three years’ basis 
in certain small companies where an annual external 
audit is not a legal requirement, and this has laid. 
additional responsibility upon the internal audit. 


64. A small audit team is located in the central 
offices in London and 'The Hague, covering the work 
in these offices, but they play no part in tbe internal 
audit of operating companies. | 

65. Policy. To complete the picture it may be of 
interest to give some idea of the way in which we 
expect the internal audit to work. 

66. ''here was a tendency in the past for the audit 
to become stereotyped, or to be dictated too much by 
the desire to link up with the external audit, thereby 
losing flexibility and restricting the use of imagination. 
We now stress that the quality of the auditor is much 
more important than the quality of the programme 
and that the internal auditors are the ‘eyes and ears’ 


of management, penetrating dark corners and staying 





bh 


there until the job is completed. 'To do this they must | 


of course derive their strength and authority through ~ 


support from top management. 

67. Records are generally right and the detailed 
checking of records, which is a necessary occupation 
on the part of the external auditors who have to 
certify the accounts, is an unprofitable occupation 
for the internal auditor. Except in the least sophisti- 
cated countries, with a low standard of clerical work, 
a ticking audit is a waste of time and we encourage the 
audit teams to use their initiative until they hit on 
something which really needs attention and then to 
do a thorough job on it. We consider that a rigid 
programme can do more harm than good and 
recommend that audit programmes should be.used 
as reminder lists and not as something to be covered 
Ioo per cent. 


68. Other Points. You will have noted that I have r 


made no reference to ‘sampling’ and I should like 
to hear your experience of this technique. Personally 
I find it hard to believe that auditing is something 
which can be well done by any formula or short-cut 
method, though I am open to be convinced. A sense 
of smell for the weak spots, based upon instinct and 
experience, imagination, perseverance, and an ability 
to encourage people to open up rather than cover up 


i 
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when they are being audited — these to me are the 
essence ofa good auditor. 

69. I do not want to leave this subject without 
saying, with respect, that industry would feel much 
better when they pay their external audit fees if they 
could be sure that their internal controls had been 
scrutinized by the external auditors — and if they 
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could also be sure of receiving a note of constructive 
suggestions for tightening these up, or for cutting out 
unnecessary work. I understand that this is being 
done more and more but I suspect that there are still 
a few clients about who feel that they are paying for 
work which is largely of a routine nature. 

(To be concluded.) 





Weekly Notes 


INTERNATIONAL TAX. BUREAU'S 
ANNIVERSARY 


AST week, in Amsterdam, the International 

Bureau of Fiscal Documentation celebrated its 
twenty-fifth anniversary. This coincided with the 
removal of the Bureau’s offices to the ‘Muiderpoort,’ 
an old City gate which is one of Amsterdam's 
historic landmarks. The new quarters of the Bureau 
were made possible as a result of the generosity of 
the City and the University of Amsterdam. 

The building was officially declared open on Sep- 
tember 24th by a representative of the Burgomaster 
of Amsterdam who recalled that in 1938 the Bureau 
requested the municipality of Amsterdam for the use 
of a single room, where a small collection of docu- 
ments on international tax matters was assembled. 
The Second World War interrupted the growth of 
the Bureau's activities, but after the war, under the 
direction of Professor Adriani and a small staff, the 
Bureau set about the task of supplying factual data 
^ ^on the tax systems of the world. 

Tribute was paid to the work of Professor Adriani 
and to his faith in the future of the Bureau at a 
meeting held at the "Tropical Institute, where he was 
presented with a portrait of himself together with a 
medallion of honour. Following this ceremony a 
lecture was given by Professor Wheatcroft of the 
London School of Economics on "Modern trends in 
taxation’, | 

Dr J. van Hoorn, now managing director of the 
Bureau, expressed his pleasure that the anniversary 
celebrations. had been honoured by the presence of 
so many friends from the United Kingdom, France, 
Germany, Italy, Belgium, Luxembourg, Holland 
and the U.S.A., and by the presence of Dr Mitchell 
D. Carroll, the President of the International Fiscal 
Association, which had fostered the early growth of 
the Bureau by its encouragement. 


THE WORK OF THE BUREAU 


HE activities of the International Bureau of 
Fiscal Documentation have expanded rapidly in 
the last few years. In 1960 it published a compre- 
hensive study of corporate taxation in the European 


Common Market, by Dr Albert J. Radler, of Munich, 
~a work which is currently in the process of being 
translated into English. In 1961 it published the first 
issue of European Taxation, a fortnightly review of tax 
developments in Europe, which, after some initial 
teething troubles, has achieved a considerable 
usefulness. 

In 1962 the Bureau published an analysis of 
American overseas tax policy by Alan R. Rado 
entitled United States Taxation of Foreign Investment: 
the New Approach, It has also published English 
translations of the massive reports of the Neumark 
Committee and the European Economic Community 
Sub-committees on turnover taxes. It has just issued 
Volume I of its Guides to European Taxation on the 
subject of the ‘Taxation of Royalties, Dividends and 
Interest in Europe’. 

It is understood that at present consideration is 
being given to a new format and editorial approach 
for its Bulletin for International Fiscal Documentation, 
which should further extend the usefulness of the 
Bureau’s. work in the international and corporative 
tax field. 

We extend our congratulations to the Bureau on 
its twenty-fifth anniversary, and wish it further 
successful growth and prosperity. 


BUSINESS EFFICIENCY EXHIBITION 


HIS year’s Business Efficiency Exhibition was 
officially opened at Olympia last Monday by 
Sir Henry Jones, chairman of the Gas Council. The 
indications from figures so far available show that 
attendance will exceed last year’s figure of 145,000. 
In his opening address, Sir Henry said that the 
gas industry leant heavily on electronic computers 
as aids to efficiency. Nine area Gas Boards had 
installed electronic equipment as part of their 
accounting machinery, hesaid, and the three remaining 
Boards were planning to do so. Data processors were 
being used for billing, stores control, payroll prepara- 
tions, accounting and other statistics. These aids to 
efficiency were given such operational duties as 
coal planning movements and forecasting demand. 
Mr F. W. Mitchell, President of the Business 
Equipment Trades Association, said that during the 
first eight months of this year the trade exported 
over £33 million of business equipment. Referring to 
the Halsbury Committee’s recomendations on decimal 
currency, Mr Mitchell declared that the ZA cent 
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system favoured by the committee would. make 
conversion 'of office machinery a complicated task 
and leave Britain 'non-standard'. 

The exhibition, which is open up to and in- 
cluding next Wednesday, has on display more than 
£10 million of equipment being shown by 130 firms; 
a selection of some of the exhibits appeared in our 
last issue. 

At the three-day symposium on ‘Efficiency in 
business’ to be held next Monday, Tuesday and 
Wednesday (also referred to in our last issue), Sir 
Harold Gillett, M.C., F.C.A., will take the chair at the 
session on ‘Efficiency in planning’ and at other 
sessions the speakers, will include Dr James M. S. 
Risk, B.COM., PH.D., C.A, F.C.W.A., F.C.LS., F.B.I.M., 
and Mr P. H. Shirley, F.c.a.(aust.). In the evenings 
during the period of the symposium a series of com- 
puter lectures will be held when Mr A. d’Agapeyeff, 
A.C.A., and Mr D. W. Hooper, M.A., F.c.A., will be 
among the speakers.. ` REEL 


GETTING OUT OF LONDON 


“HERE have been strong rumours for some time 
that the Government is going to pursue an 
increasingly stern policy on permitting new office 


building in the centre of London. There have been ` 


such straws in the wind as the failure to obtain appro- 
val for office development at Euston Station. This 
week the Location of Offices Bureau issued a certain 
amount of publicity material about its activities 
since it was appointed six months ago and also on 
what it proposes to do. T 

The L.O.B. points out that there are about 1,300 
extra office workers starting jobs in Central London 
every month, an increase of 16,000 a year. They point 
out that the space taken up by one wastepaper basket 
in a new building is likely to be about 45s in rent. 
They:indicate the large savings which can be obtained 
outside London in rent, wages and rates. They say 
that good quality staff, particularly juniors, are easily 
obtained and that time-keeping is better. ‘There are, of 
course, arguments on the other side, notably where 
overseas contacts have to be maintained in the face of 
acute competition. 

The L.O.B. has put in hand a survey on office 
locations which will ask about one thousand six 
hundred firms in Central London, and within thirty 
miles of the centre, about their organization costs, 
staffing problems and the reasons for their present 
location. The survey will also ask if they have con- 
sidered moving and if not, why not. The L.O.B. 
acts as a clearing house for information and has a semi- 
official status. They have already collected enough 
information on decentralization from London to 


provide a good many answers for firms contemplating’ 


moving out. For example, they have information on 
about three hundred areas outside Central London, 
of which thirty or forty ‘might be considered as 
tailor made’. In addition, they have issued a booklet 
called London Outward Bound (available from L.O.B. 
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at Queene Anne’s Mansions, Queen Anne’s Gate, 
DW setting out the main. questions a firm might 
ask itself about moving out of London, and giving 
a list of new and expanding towns together with the 
names of firms which have already moved. 


y 


SURVEY OF LIFE POLICIES 


A SURVEY of life assurance policies was pub- 
ished last week by a firm of insurance brokers. 
They have brought together the terms offered by . 
fifty-nine life offices. The results are set out in a 
series of tables which show with-profits policies 
maturing or becoming claims in 1962 and with a 
uniform annual premium of £25. There are nine 


Separate tables covering the age at the start of the, 


policy running for between twenty and sixty years 
and they include the results of policies going back 
as far as 1912. AE d 
The editors of the survey emphasize that it would ` 
be wrong to use past results as the only criterion of 
future expectation, but they go on to say that past 
results should be uséd in conjunction with the latest 
information about recent résults, future prospects 
and individual requirements. The whole exercise 
naturally emphasizes the case for consulting an 
independent insurance broker before taking out a 
life policy. l 
They say -that the tables indicate that there is a 
great margin between the best and poorest results 
over both the long and short periods. They quote 
the extreme case where maturity values of fifty years 
policies with annual premiums of £25 are shown to 
differ by as much as £961 between the two offices at 
either extreme. They say that their tables show that 
so far as the results of policies maturing in 1962 are 
concerned there is a small group of mainly good A 


‘offices and another group of consistently poor offices.» 


Which offices belong to which group is left for the 
reader to work out from the tables. 


. AVOIDANCE OF DOUBLE TAXATION 


d ss Organization for Economic Co-operation and 
Development has now published the draft 
double taxation convention established by the'Fiscal 
Committee of the Organization for the avoidance of 
double taxation in respect of taxes on income and 
capital between the member countries of the O.E.C.D. 
At the end of July, the O.E.C.D. Council recom- 
mended the Governments of the member countries 
to conform to this draft convention when revising 
existing bilateral conventions between them or .'^ 
concluding new ones. 

In the report introducing the draft convention, the 
Fiscal Committee emphasizes that, by the uniformity 
of the solutions proposed and the resulting stability _ 
in the fiscal situation of taxpayers, the adoption of 
the draft convention in future bilateral conventions 
will substantially reduce the fiscal obstacles to the 
development of the exchange of goods and services, 
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capital and persons between the O.E.C.D. member 

countries. In order to remedy the harmful effects of 

double taxation on the expansion of international 

S economic relations, the Fiscal Committee set out to 
establish a series of articles which could be easily 
interpreted and applied in spite of the differences in 
national taxation laws and economic interests. The 
articles, thirty in number, in the draft convention 
provide a means of settling on a uniform basis the 
most common problems of double taxation. 

The report points out that the conclusion of 
multilateral double taxation conventions, among the 
twenty member countries of the O.E.C.D. would 
have definite advantages, but that before this can be 

envisaged various questions remain to be examined 


This is My Life... 
by An Industrious Accountant 


CHAPTER 192 

WAS just completing a six months’ profit 

forecast, which, if I may say so with all due 

modesty, was really rather a peach. Percentages and 

graphs, and a cumulative monthly moving total in 

two colours, which is rather a favourite status symbol 

in our office nowadays. I sold the idea originally to 

the factory manager and now he has three of them 

r^ en his office wall. Privately I think that these moving 

otals are over-rated and tend to confuse rather than 

to enlighten, judging by the expressions on the faces 

bf those who meet them suddenly. But you know how 

it is; like the 'cut-the-cake' diagrams, they impress 
the laymen. 

The only awkward thing was that I found I'd 
made a silly error in the very first decimal place (what 
eminent Victorian was it who said that he could never 
understand these damn dots?), and would have to do 

it all over again. So what Mr P. G. Wodehouse called 

'a spot of browsing and sluicing' seemed indicated to 

restore the calories. Coffee, strong. and black, was 

necessary. ld been trying out the tricky ‘little 
major' convention in a bridge session the previous 
night and hadn't reverted to normalcy yet. 

But times have changed for the better, don't you 
think? When I first joined this company the privilege 
of a morning cup of coffee was restricted to the top 
management team exclusively. We met at 10.30 each 

> morning in a little back room for a hasty sip and a 
glance at the daily: paper. It was an invaluable 
encounter as all the hot news of the morning post 







and then. 


interpreted by.the uninitiated as mere guzzling. I 


recall one particular morning when.a silence fell 
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was exchanged and many a problem was settled there. 


Unfortunately we were sometimes misunderstood. . 
Our technical weighing of pros and cons was mis-. 
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and resolved. In the meantime, however, it should be 
possible for certain groups of member countries 
bound to one another by particular regional agree- 
ments to study the possibility of concluding among 
themselves multilateral conventions on the basis of 
the draft convention now established by the OECD, 
Fiscal: Committee. 

The Fiscal Committee, which was set up in 1956, 
is composed of high-ranking experts belonging to the 
national administrations of the member countries of 
O.E.C.D. and responsible for the negotiation and 
day-to-day administration of the bilateral double 
taxation conventions. Its chairman is Professor 
Dr A. J. van den Tempel, of the University of 
Amsterdam. gë 





suddenly while Scotty, the sales manager, was 
pontificating on the future of man-made fibres — 
terylene and so on — for the well-dressed man-about- 
town. I looked up from reading the Chancellor's 
Budget speech to see the deputy-chairman standing 
in the doorway watching us. 

There was something oddly intimidatory about 
his stare. Let it be understood that we were senior 
men for whom the coffee break was established 
procedure; we had nothing to apologize for or to 
explain. But somehow cups were drained hastily 
and people dispersed unobtrusively. Let it also be 
understood that in those less-sophisticated days our 
d.-c. was uncertain of temper and nasty of mood. He 
was in fact then passing through a painful phase of 
marital friction, regrettably. So, as I say, he juststood 
there scowling. 

My colleagues left with respectful greetings which 
were reciprocated by curt nods. Scotty kicked me on 
the ankle as he rose. ‘Get moving, you dunderhead,’ 
he muttered. He was right, of course. Despite his 
pleasant smile he was once a commando officer who 
did incredibly valorous deeds in Normandy; if he 
said ‘move’, it was time to jump. 

My difficulty was obvious. To close my paper and 
retreat like a juvenile delinquent caught redhanded, 
seemed unworthy of a chief accountant; but to 
continue to read had an element of Russian roulette 
about it... any moment there might be a bang. But 
I have an obstinate streak which has got me into 
trouble before now; I commented courteously on the 
changed children’s allowances (the d.-c. has four) and 
continued to read. l 

The silence deepened; my composure wilted; I 
decided to go. As I rose he turned sharply, still 
beetle-browed, and left the room. Though nothing 
had been said I think we both yaguely understood that 
a conflict of wills had ended indecisively, that his 
intimidatory tactics had failed for once. 

As I mentioned recently, we have a big canteen now 
where we all go for our coffee as a matter of course; 
nobody, has to win these costly pyrrhic victories any 
more. . 
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Reviews 


A Guide to Management Accounting 


Third edition by H. W. BROAD, F.C.A., A.C.W.A., and 
K. S. CARMICHAEL, F.C.A. (H.F.L. (Publishers) Ltd. 
London. 18s net.) 


This is essentially a book on budgetary control with 
a section at the end on clerical methods and office 
equipment. There is little on the problems of finance 
and the index does not even mention asset valuation, 
depreciation, standard costing, or opportunity cost, 
although the text does sometimes: admit, or at least 
infer, their existence. 

Even accepting the authors' narrow definition of 
management accounting, their exposition is neither 
as informative as, say, Willsmore's Business Budgets 
and Budgetary 'Control nor as clear as Edey's Business 
Budgets and Accounts, neither of which is much 
longer. In writing of the form of operating statements 
the authors suggest that 'an attractive shop window 
with a limited choice of well-displayed products 
arrests the attention of passers-by and quickly 
conveys its message to prospective customers’, This 
book rather resembles the corner shop with a little 
bit of everything just in case it is needed. 

As this is a ‘guide’ to the subject it might be that 
a full development of the subject-matter would not 
be appropriate. But little guidance is given as to 
where this development might be found; indeed, the 
immature student may well not realize that a topic 
needs development at all, and this is perhaps the 
least acceptable aspect of the situation. For example, 
paragraph 43 on ‘investment’ (one page) and 
paragraph 88 on ‘organization’ (two pages) are so 
brief as to be misleading. 

_ Other points of criticism are that the description 
as marginal cost in paragraph 15 of what is in fact 
average variable cost, repeats an error that seems to 
be general in costing literature; there is an uncritical 
acceptance of the merits of break-even analvsis in 
paragraph 17;.and one wonders why the problem 
of allocating joint costs is expressly stated to be 
beyond the scope of a text on management accounting. 

What are the merits of this work? It is brief; in 
fact, too brief. Some of the sections are undoubtedly 
good, including the important explanation of variance 
analysis. Some of the illustrations are very helpful. 

The authors' main object is the strictly limited one 
of providing information, the assimilation of which 
will enable the reader to satisfy the requirements as 
to management accounting of the professional 
accountancy examinations. That this edition of this 


book will probably continue to achieve that object 
ought perhaps to make us reflect on the suitability: 


of the examinations. 
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Green’s Death Duties 


Fifth edition by D. J. Lawday, LL.B.(LOND.), and E. J. 
Mann, LL.B.(LoND.). (Butterworth & Co (Publishers) 
Ltd, London. £6 17s 6d net. Postage 2s od extra.) ax 


It is always a great comfort to the professional man, 
whose lot it is to advise on estate duty, when a new 
edition of Green makes its welcome appearance and 
he can thus be sure that he has all the latest develop- 
ments in this baffling branch of the law at his hand. 
Doubly reassuring is the fact that both the learned 
editors are employed in the Estate Duty Office and 
therefore in close daily touch with the changes which 
are constantly taking place. They have this time 
rearranged the chapters in a way which certainly 
seems to be an improvement. There is a separate 
chapter on trust variations, and also one on that 
intractable subject, benefits from companies (Finance 
Act, 1940, section 46). What we would like to see 
would be the editors’ views on the extent to which ^4 
section 46 liability can be applied to a company 
which is abroad, when the deceased also died 
domiciled abroad. However, this is a somewhat 
abstruse topic, and the volume renders good service 
by concentrating on matters of a more everyday 
nature. For the moment, Green is the most up-to-date 
estate duty textbook. 


Journal of Accounting Research 


Published jointly by The Institute of Professional 
Accounting, Graduate School of Business, University 
of Chicago and the London School of Economics, 
University of London. Vol. 1, No. 1. Spring 1963. 
Subscription: academicians {1 per annum; as ll 






practitioners, etc. {1 ros per annum or £2 rss for, 
two years. Appointed agents in the United Kingdom 
and Europe, Gee & Co (Publishers) Limited, London. 


A research journal justifies its existence by publishing 
new facts of immediate or potential utility, and 
speculations — whether new or old — which illuminate 
trends and developments. The first issue of the 
Journal of Accounting Research contains examples of 
both. In the first category come the ‘Research reports’ 
of Gordon B. Davis and David H. Li. 

Mr Davis examines the application of net work 
analysis to the planning and control of an audit, and 
concludes that it is not suitable for this purpose 
because of the absence of ‘complex relationships and/ 
or uncertainty’. The conclusion might have been 
other, however, had Mr Davis examined together 
the preparation and audit of the annual accounts, 
instead of looking at the audit in isolation, where, as _ 
he remarks, the resulting network is essentially a ` 
series of small independent networks feeding into a 
single sequence of events. 

Mr Li ts concerned with investigating the semantic 
aspect of communication, and he deduces correctly 
that enly the funds statement appears to meet the 
objective of communication theory at the semantic 
level of reporting only factual information, having 
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On the dearth of Immortals 


“O, King, live for ever!” the people cry. But under present imperfect issügmedis even - 
kings never quite manage to bring this off. The people’s chances aren’t too 9 Paghi, eitheg 
Crown and sceptre, umbrella and briefcase, all have to be laid aside in time. ` 
The analogy is not exact: National revenues, after all, go on. Private revenues 
are apt to dwindle and stop . . . Unless the breadwinner pauses in his 
breadwinning to think : to think ahead to the day when, incredibly but inevitably, 
someone else will be going through the papers in his writing desk, his deed box, 
his office drawer marked "Private". To find what? With luck, a safeguard 
for the years to come. An assurance not tony of income today, but capital tomorrow. 











The SAFEGUARD POLICY means didus security for your 
dependants when you are no longer on hand to see to it. It means 
material comfort for them in the future; spiritual comfort for you in the present. 
And all for a small additional premium to either Endowment or Whole Life Assurance. 
Full particulars, with illustrations of how the SAFEGUARD POLICY works, may be had from 


H 
i 


LEGAL AND GENERAL 


ASSURANCE SOCIETY LIMITED - 





CHIEF ADMINISTRATION: TEMPLE COURT, II QUEEN VICTORIA STREET, LONDON, E.C.4 





n 
Epor M 1 


H 


STOCKTAKING ` " 


Orridge & Co Ltd ‘together with its Subsidiary Company 
Orridges (V aluers) Ltd Established 1846 





Over 300 Stocktakers available for Valuations in all parts of the Country. 
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previously defined factual information so as to cover 
nly exchange-price transactions. ' 
In the second category of content there are a 
mber of papers on ‘fashionable’ subjects — ac- 
unting postulates, break-even budgeting and 
rogramming, attributable cost and professional 
education. 
'The Charnes, Cooper and ljiri paper on 'Break- 
even budgeting and programming to goals' raises 
high hopes, but the limited number of variables in 
the example given again begs the question whether 
this technique is going to be any more helpful to 
business planners than,to weather forecasters. It is 
satisfying to note that the authors find double-entry 


Professor Chambers continues; his search for a 
philosophy ‘of accounting in the paper, ‘Why bother 
with postulates’, and Professor Shillinglaw’s paper, 
“The concept of attributable cost’, is concerned with 
| the financial meaning of ‘cost’, as against the economic 
meaning of the word. | = 
In some ways, these contributors appear to be 
talking to one another rather than to the outside 
world. The statement by Dr Shultz and Sir Sydney 
Caine which opens the Journal leads naturally into 
Professor Chambers's strüggle with postulates (which 
finds an echo in Mr Li's communication studies). 
The paper on applying linear programming to break- 
~ even analysis links up with the attempt to apply 
network techniques to scheduling an audit. 
This issue of the Fournal is worth buying, however, 
for Professor Paton's masterly essay alone. Under the 


i 


Finance and 
Commerce 


Mr Thorn’s Problem . 


N this week's reprint of the accounts of Thorn 

Electrical Industries Ltd can be seen something of 
the problem that faces Mr Jules 'Thorn, founder and 
chairman. The company itself is probably better 
known through its products: Ferguson, Ultra and 
B.R.C. radio and television receivers; Brimar and 
Ediswan radio valves and television tubes; and for its 
Atlas lighting equipment. But it does a great deal in 
the world of electronics that one seldom hears about, 
such as the first installation of its kind in Britain 
of an electronic race timing system in a swimming 
pool - in the new Shell building in London. - 
| Mr Thorn’s problem is touched on indirectly in 
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book-keeping an acceptable part of mathematics. - 
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title ‘Accounting and utilization of economic re- 
sources’ (and extending his contribution to the eighth 
International Congress of Accountants last year), 
Professor Paton exainines the function of the account- 
ant in present-day society and criticizes his weaknesses 
within his own terms of reference. The Professor is 
not interested in the accountant as a second-class 
lawyer or statistician; he sees him as a professional in 
his own right, with an important and unique part to 
play in modern civilization. In this essay he shows 
clearly the path which accountancy must take if it is 
not to atrophy and die; it should be required reading 
for all accountants, whether in practice or outside, át 
the present time. 


RECENT PUBLICATIONS 


A Survey op ACCOUNTING Ineas, by G. D. Roy. x 4-488 pp. 

. 9X 5$. Rsrs:oo. Alpha Publishing Concern, 91/1B 
Baithakkhana Road, Calcutta-9, India. 

INTERNAL AUDIT CONTROL OF ADVERTISING AND SALES 
PROMOTION. Research Committee Report No. 13. 76 pp. 

:9X6. Card covers. $2:00, The Institute of Internal 

Auditors, Inc., 120 Wall Street, New York 5, N.Y. 

Tug Impact OF LEASES ON FINANCIAL ANALYSIS, by A. Tom 
Nelson. Occasional Paper No. ro. 107 pp. 10 X 7. Card 

' covers. $1:0o. Bureau of Business and Economic Research, 
Graduate School of Business Administration, Michigan 

. State University, East Lansing, Michigan. 

‘THE ECONOMICS OF AUSTRALIAN INDUSTRY, edited by Alex 
Hunter. viii--543 pp. 94x64. 55s net. Melbourne 
University Press: Cambridge University Press, London. 





These books may be obtained from, or through, Gee & Co 
(Publishers) Limited, The City Library, 151 Strand, 
London WC2a. 





his statement with the accounts. He draws attention 
to the fact that during the last two financial years, the 
company has spent over £7 million on fixed assets 
such. ae new equipment and factory extension. And 
the result of the ploughing-in, as he points out, is 
that nominal capital is right out of line with capital 
employed. | 

Total shareholders’ funds, excluding minority 
holdings, amount to £25,807,502, of which only 
43,753,774 is in the actual capital account (Ordinary 
and Preference) and /£22,053,728 is in reserves. The 
board, says Mr Thorn in his statement with the 
accounts, is giving careful thought to the question of a 
scrip issue. 


Careful Thought 


Mr Thorn enlarged on this subject at the company's 
annual meeting on September 6th. The board, he 
stated, hoped to have news of a scrip issue later in the 
company's present accounting period. But, he said, 
with memories, of the past, it required ‘careful 
consideration’. He recalled the defeat of a previous 
scrip issue plan involving the issue of non-voting ‘A’ 
Ordinary shares and said the next proposal would 
have to be in a form satisfactory to all shareholders. 


` . Am nens stra meinen aata: 
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The plan that failed was three years ago, in August 
1960, since when the capital part of the balance sheet 
has gone even more out of balance. It was proposed 
to take {2,187,707 10s from share premium account 
and issue 6,613,330 5s Ordinary shares to Ordinary 
shareholders and 2,137,500 5s ‘A’ Ordinary shares 
to ‘A’ Ordinary holders on a one-for-one basis in 
each case. 

These figures do not fit in with the amounts of the 
issued Ordinary and ‘A’ Ordinary capital in the 
balance sheet reprinted. That is explained by the 
fact that in the past three years there have been 
rights and acquisition issues. 


Inappropriate Time 


Perhaps it was an inappropriate time to raise any 
question involving the issue of non-voting capital. 
Voteless equity was prominently before the Jenkins 
Company Law Committee and the atmosphere was 
charged with opposition. There were 839 voters with 
621,795 ‘A’ shares in favour of the scrip issue but 
there were twelve against with 394,116 ‘A’ shares. 
The requisite 75 per cent majority vas unobtainable. 
Those figures left out of account the votes at the 
meeting, but they could not have altered the position. 

Opposition came from the insurance world. Only 


just previously, insurance companies had declined 


underwriting for an Express Dairy rights issue in "A 
shares. Opponents of the plan maintained that 
Ordinary-to-Ordinary and 'A'-to-'A' was not that 
equality of treatment required when two classes rank 
pari passu except for voting. The very fact that a 
special meeting of Thorn ‘A’ holders was called at 
which they could vote on the plan was itself evidence 
that the proposals, if carried, would affect their 
rights. 

Mr Thorn himself is a strong upholder of non- 
voting equity which concentrates power in the 
Ordinary of which he is a substantial holder. ‘A’ 
holders, he maintains, are voteless of their free choice; 
they could buy the Ordinary — but the voting right 
costs that extra bit more. It really will be interesting 
to see what other plan he manages to propound. 
Three years ago, the Ordinary and the ‘A’ were 1s 
apart around 53s 9d. They are now about 116s and 
975 6d respectively. 


Since 1937 


The ‘Group profits and dividends’ record in the 
Thorn accounts, incidentally, takes the view much 
further back than this kind of information usually 
does. The Thorn record goes back to 1937. 

It is interesting to compare the figures for that year 
with those shown in the latest accounts. Then, trading 
profits before tax were £42,544. The ordinary capital 
was {100,000 with the gross ordinary dividend 
£20,000 and the preference dividend a mere £625. 

The gross ordinary dividend now takes £1,155,551 
and the preference payment £23,000. 
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THORN ELECTRICAL INDUSTRIES LIMITED 


NOTES ON THE ACCOUNTS 


BALANCE SHEETS 


I. Share Premiums 
Balance at 3ist March, 1962 e cs 


Add: Premium of 20s. per share on issues of 
10,450 Ordinary Shares to Directors 
and Employees at 25s. per share 


Premium of 40s. per share on issue of 
4,388,216 "A" Ordinary Shares at 45s. 
per share x we ds oe 


Less: Expenses of issue of “A” Ordinary Shares 


2. General Reserve 
Balance at 3Ist March, 1962 


Add: Transfer from Profle and Loss Account 


Less: Payments for Goodwill written off (See 
Note 5c) gas T T m 


3, Future Taxation 
Estimated Income Tax liabilities 1963/64  .. 


Tax equalisation account T s e 


4. Estimated Capital Commitments out- 
standing at 3Isc March, 1963 T 


Di UI LL] Ww LU (1962) 
5. Contingent Liabilities 
(a) Guarantees aa a” oe ee 
(1962) 


Guarantees in respect of Bank advances'to 
Subsidiary Companies .. 


(1962)  .. "T T T (à 
(b) Bills discounted  .. A T 

(1962)  .. Sa T 
(c) For goodwill (see Note 2) "T T 


(1962) se D sr ne ae 


6. Subsidiary Companies not Consolidated 


The accounts of four Subsidiary Companies 
have not been consolidated because in the 
opinion of the Directors the amounts in- 
volved are insignificant. 


7, Stocks and Stores 


Finished goods and raw materials have been 

valued at the lower of cost and net realis- 

“able value and equipment on rental at cost 
less appropriate depreciation, 


Company Group 
£ É 
3,529,780 | 3,529,780 
10,450 10,450 
8,776,432 8,776,432 
£12,316,662 £2,316,662 
14,574 14,574 


£12,302,088 £12,302,086 


geg 

















5,887,364 ^ 5,913,165 
1,000,000 ` 1,000,000 
£6,887,364 £6,913,165 
322,212 323,233 
£6,565,152 £6,589,932 
444500 — 1,278763 
30,000 344,000 
£474,500 — £1,622,763 
£280,000 - e770,000-4 
(£420,000) — (£555,000) 
£135,300 —— £217,290 
(£132,110) — (£140,655) 
£656,200 — 


(£736200 | ( —) 


( — (£64,901) 
£300,000 £300,000 
K est Ek =o 
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OR the time being, at late the geet are 
A in the politicians’ grip. The unfolding of the 
Labour Party's programme at the Scarborough 
Conference, for all the playing down of out-and-out 
nationalization policies, has not been calculated to 
instil any great degree of confidence into the equity 
markets. 

For that reason the market, this week, has not 
profited to any degree from the generally favourable 
economic indicators of rising retail sales and hire- 
purchase business. Without such evidence of an 
improving economy, however, it is doubtful whether 


relative steadiness in share prices would have been’ 


. maintained. . 
Political doubts haya not reached the point, as yet, 
Los they are translated into any decided pressure 
to sell. That being so, even a modest volume of 
tentative and selective support may be sufficient to 
continue to give the equity market a veneer of 
strength. 

In the context of political incen unos CT current 
buoyancy of the short end of the gilt-edged market 
is of some consequence. Short-dated Government 
stocks standing below par are the classic temporary 
investment in times of indecision and the volume of 
funds moving towards that end of the market now may 
be a pointer to unrest elsewhere later on. 
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"NN CITY NOTES 


HE Government's £60 million loan stimulus for 
-new shipbuilding purposes has had the effect of 
bringing a number of new orders to British shipyards, 
but it has also had the side effect of putting the Ship 
Mortgage Finance Co out of new business for the 
next year or two. Lord Piercy, chairman of Ship 
Mortgage, said this week that the company's funds, 
as they become unlocked from existing loans, are 
unlikely to be fully employed in the financing of ships. 
The possibility of broadening the scope of the 
company's operations is being considered. Ironically 
Ship Mortgage Finance has opened its organization 
to the operation of the Government's scheme. 


HE trading stamps war is being watched with, so 

far, detached interest in the City. The Sperry & 
Hutchinson Co, whose S. & H. stamps are to be given 
soon.by the Fine Fare multiple store group, reports a 
50 per cent increase in trading stamp business as a 
whole in Britain in the past year. Nearly one out 
of four people save the stamps. 

Other multiple store companies are still opposed to 
stamp trading. Mr Frank Hawkins, chairman of the 
International Stores group, said this week that for 
his group to adopt any such scheme would be 
extremely unwise ‘unless there is no escape’. That, of 
course, is the whole point. 


RATES AND PRICES 


Closing prices, Wednesday, October 2nd, 1963 








Tax Reserve Certificates: interest rate 19.1.63 24% 


x Bank Rate Money Rates 
Dec. 8, 1960 5% Mar. 8, 1962 - 54% Day to day . 23-38% Bank Bills 
July 26, 1961 7% Mar. 22, 1962 5% 7 days 24-3#% 2 months 3 8-3 3829, 
Oct. 5, 1961 64% April 26, 1962 RU Fine Trade Bills 3 months 3-3 BY 
| Nov. 2, 1961 6% Jan. 3, 1963 495 3 months 5—54% 4 months 3 $$—3 88 94 
4 months . 5-54% 6 months 3 8-31 75 
6 months 51-695 
` Treasury Bills Foreign Exchanges 
July ap £3 155 2:64d% Aug, A0 314s 5:44d99 New York 277938 = Frankfurt 11:133 
Aug.2 £3 15s 2°264%  Sept.6 {£3 14s 0'79d% Montreal 3 oil Milan 1741$ 
Aug. 9 £3 13s 5°:09d% Sept. 13 . £3 13s 11°83d% — Amsterdam 10°084 Oslo 20°02 
Aug. 16 £3 13s 9°73d% Sept, ao £3 13s 892d% Brussels 139°644 Paris 13°71 
Aug.23 £3 14s obod% Sept.27 £3 13s 5°88d% Copenhagen 19:30i Zürich 12:071 
Gilt-edged 
As well as thé usual prices quoted at the close of business 
on press day, ze also give below the quarter-end prices. 
| . Sept. 30th, Oct. 2nd, Sept. 30th, Oct. 2nd, 
| 1963 1963 1963 1963 
Consols 49$  .. s P 41i 7141 Funding 395 59-69  .. se^ 393 034 
wConsols 24% .. "PO 46 461 Savings 3% 60—70  .. gi got 90d 
Conversion 695 1972 e 10846 1084 Savings 3% 65—75  .. 844 841 
nversion 5194 1974 104]: 104% . Savings 24% 64-67... 94xd 944xd 
Conversion 594 1971 ..  Io2f 10243 Treasury 54% 2008-12 100} ` 100 de 
Conversion 34% r969 ©  .. 95$ 95% Treasury 5% 86-89 .. i 95H 96 
Conversion 34% T 2 624 621i Treasury 3394 77-80 .. 83% 83% 
Funding 54% 82-84 103% 1044 Treasury 34% 79-81 .. 82% 82$ 
Funding 4% 60-90 951xd osexd ‘Treasury 24% .. Ad 45$ 45% 
Funding 33% 99704 71$ 7i Victory 4% T 9858 98 1$ 
Funding 3% 66-68 93$ 93$ War Loan 33% Sts 63% 643 
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Correspondence 


, Letters must be authenticated by the name and address of 

— the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for 
the opintons expressed. 


Bank Statements 


SIR, - Small practitioners have had their labours 
materially increased due to the tendency now of the 


banks to dispense with narrative on bank statements, 


and replace this with the numbers of the paid cheques 
or symbols. | 

To our brethren whose clientele is comprised of 
undertakings with organized offices, this 1s probably 
of little practical significance, as in any case the 
examination of the bank statements is but a minor 
facet of their work. 

To the small practitioner, who in many cases has 
few written records beyond the bank statements 
produced to him, the change has meant a considerable 
added burden, aggravated in many instances by loss 


of returned cheques, cheque-book stubs, pay-in 
counterfoils, etc. The narrative in the first instance , 


having to be written in, on the frequently inadequate 
space provided for this purpose, before work can be 
started on analysis etc. 

It was with considerable satisfaction, therefore, 
that I saw in The Times of September 21st, an adver- 
tisement from Coutts & Co stating that their com- 
puter has been designed to give full details of all 


transactions passing through customers’ accounts. A 


specific inquiry to them elicited the information that 
no charge was to be made for this service. 

Readers will therefore do themselves and their 
clients considerable service if they press the banks 
and their clients to see that this essential information 
is restored, because if Coutts & Co can produce it, I 
can see no reason why the ‘Big Five’ should not. 

Yours faithfully, 


Chelmsford, Essex. ROBERT BARLOW, F.c.a. 


Church Accounting in Nigeria 


Sir, — On December erh last, you very kindly pub- 
lished in your correspondence columns a letter from 
the Bishop of Owerri in which he set out the need for 
a Christian accountant to work in his diocese, and I 
then.undertook to let you know what might be the 
outcome of publication. 

The Bishop's letter in your journal and in 
Accountancy brought about half a dozen replies, 
chiefly from young men at the start of their profes- 
sional career who recognized the need and wished to 
know more about it. One in particular was deterred 
from going any further by what he felt was the very 


.was already working for an international ES 
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low salary which would be paid, and another, who 







organization, only wished to be considered if ther 
was no one else available. However, from the pu 
lished letter there has stemmed a concrete offer of 
service from a young man who took his Finals in May, 
and who was married recently. All is now arranged 
for him and his wife to sail next January to work in the 
diocese of Owerri, initially for a period of two years. 

A further letter came from a man who had just 
begun his professional training, to whom the idea of 
Christian service overseas as an accountant came as 
news when he read it in your correspondence columns. 
I am hoping to keep in touch with him so that, if it 
proves to be his vocation, he may one day serve as an 
accountant in one of the younger churches. 

I would like to say again how very grateful we are 
for the courtesy extended to Bishop Cockin in allow- 
ing the publication of his letter. I have staying with | 
me at the moment the financial secretary of the 
neighbouring diocese to the diocese of Owerri, and 
it is quite clear from our conversations that there 
is still an enormous task in training in accountancy to 
be performed if we are to hand on to our African 
brethren at all adequately that which we have learned 
ourselves in this country. 

Yours truly, 
GEOFFREY A. HILL, rF.c.4.,- 
Accountant 
CHURCH MISSIONARY SOCIETY. 


London SE3. 


Inflation and the P.L.A. Accounts 


Sir, — In your issue of September 14th, extracts from 
the accounts of the Port of London Authority were 
re-printed together with comment on the effect which 
replacement cost depreciation basis (as recommended 
by the Rochdale Committee) would have had on the 
figures disclosed. | 

Statement No. 9 — General Balance Sheet — shows 
that the finance for the undertaking, and for the pur- 
chase of its fixed assets, has been mainly provided by 
means of borrowed moneys in the form of Port Stock. 
The inflation which has caused the discrepancy 
between depfeciation on historic cost and on replace- 
ment cost has similarly greatly reduced the present- 
day value of Port Stock to the holders. Surely by 
now it is clear to everyone that when money is 
borrowed, the loss resulting from the fall in the 
purchasing power of money falls on the lenders and 
not on the borrowers. To the extent that assets have 
been purchased out of borrowed money, it is obviously 
wrong that the P.L.A. should show a loss due to the 
difference between historic cost depreciation an 
replacement depreciation. 

The balance sheet itself, in conjunction with th 
note of the replacement cost value of fixed assets, 
makes it quite clear that the present value of the 
‘Capital liabilities’ (i.e. stocks) falls far short of the 
amount needed to provide capital assets. If the agreed 
policy is for the Authority to be financed chiefly 
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Don’t lose 
control of 
your company 





EDITH will helpshareholdersto provide 
for Estate Duty—without loss of control. 
EDITH purchases and holds minority 
shareholdings in private and smaller 
public companies 





‘Providing for Estate Duty’ - 
will be sent on request . 


. Estate Duties 
Investment 
Trust Limited 


7 Copthall Avenue, London EC2 
National 0581 


and all branches throughout the country 
of the Secretaries and Managers 
Industrial & Commercial Finance 
Corporation Limited 
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ACRAL points to office efficiency on 
stand No. I! at B.E.E. 


Save 80 per cent 
cost with complete 
protectlon. 

Speedy, simple, safe 
‘CHEQUE WRITERS 
and SIGNERS, hand 
or electric for all 
sizes of business, 





Padding 


Machine. Jog- 
ing, clamping, 
drying in one 


complete unit. 





"THERM-A- 
BIND' 
COLLATOR 
Table 

or stand 
models, 

6, 8, 10, or 12 
stations. 


'PAPERINA' - the 
paper fastener that 

uses no staples. The 
only one in the world. 
No refills to buy. | 
Nothing to jam - the 
first cost is the last. 





ACRAL LIMITED 
SENTINEL HOUSE 
SOUTHAMPTON ROW, WC 


Telephone: HOLborn 0841/2 
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Established 1877 


FARMER & SONS 


VALUATIONS 
AUCTION SALES 





'PLANT, MACHINERY AND 
‘INDUSTRIAL PROPERTIES 


Property Investments ` Mortgages arranged 
| Rating Specialists | 


46 GRESHAM STREET, LONDON EQ. 


Tel: MONarch 3422 (10 lines) 
Telegraphic Address: 'SITES LONDON" 





ELECTRONIC DATA PROCESSING 


COMPUTER APPRECIATION COURSES 1 


These courses are designed for business executives who 
wish to develop a useful knowledge of electronic data 
processing. In each case the nominal fee of £5 per person 
includes morning coffee, luncheon and afternoon tea, 


General Computer Appreciation Course (One Week) Designed 
to provide a general knowledge of EDP, covering the range 
of NCR Computers. Basically suitable for executives who know 
little or nothing about computers. 


L.68 I8 Nov-22 Nov 1963 | L.18 20 Apr-24 Apr 1964 
L74  l6Dec-20 Dec 1963 | L.25 25 May-29 May 1964 
L.6 17 Feb-21 Feb 1964 | L.28 15 Jun-I19 Jun 1964 
LD I6 Mar-20 Mar 1964 


NCR 315 Computer Appreciation Gourse (One Week) Designed 
to provide detailed information on the specification and opera- 
tion of the NCR 315. After describing the concept of computer | 
usage, the course will concentrate on 315 operation and 4 
programming (although it should not be .regarded as a 
programming course). À problem will be considered and 
programmed, and an application will be explained in detail. 


B.70 25 Nov-29 Nov 1963 | B.17 [3 Apr-17 Apr 1964 
5 3 Feb- 7 Feb 1964 | B.22 if May-15 May 1964 
B.II  Á9Mar-13 Mar 1964 | 8.29 18 Juni? Jun 1964 


in addition to the above, full programming courses are 
available on all NCR computers. Details on application. 


Bookings may be made at the Computer Education Centre, 
88 Baker Street, London ud Tei: WELbeck 4464 Ext. 105 








Meet us on 
Stand 110 at the B.E.E. 


2027 





Fire and theft 


rotection ED 
STRONGHOLD anti-explosive SAFES 


Genuine protection at surprisingly reasonable cost is 
available in the Stratford Stronghold Safe. Bristling with 
burglar-baffling devices, including one that protects 
against explosive attack on the lock, and giving fire 
protection to books and papers the Stratford Stronghold 


. adds up to peace of mind for its owner. Made in three 


sizes with key or combination lock. Prices from £41.12.0 


inc. fax. 





SAFE COMPANY LTD. 


Securily is our business 


STIRLING CORNER - BOREHAMWOOD - HERTS - ELSTREE 2021 (10 LINES) 























October Sch, 1963 


from borrowed money (and not by self-financing) 
then the correct procedure is to raise additional loans. 
For those who are interested, this subject is 
discussed at length in Chapter 9 - "The Nationalized 
Industries — of my book Accounting for Inflation. 


.. Yours faithfully, 


Gegen L. WILK, D.F.C., M.A, F.C.A. 


The Seven Deadly Taxes 


SIR, — The article by John R. Perrin (September 
28th issue), is intriguing and in a way contradictory 
in the context of being applied. 

Firstly, is there any real need for Great Britain 
to entertain French standards of taxation — a country 
steeped in political unrest and fiscal instability 
bordering on anarchy in financial stringency and 
manipulation, unfamiliar to British standards? The 
methods implied to tax retained income in any 
business would surely be destructive to the prudency 
, of ploughing profits back for the purpose of 
strengthening the internal. economy’ to cope with 
emergencies, means of expansion and investment to. 
meet the growing severity of keen competition. 

The opinion expressed to abolish profits tax and to 


FOR STUDENTS 


T will be recalled that on November sth, 1962, the 
Chancellor of the Exchequer took the unusual step 
of arinouncing five months in advance certain altera- 
tions in capital allowances which he intended. to 
introduce in his 1963 Budget, with retrospective effect. 
'The changes, included in the new Finance Act, are dealt 
with below. 

Investment Allowance ` 


The Finance Act increases all the existing rates of 
investment allowance (except on ships) by 50 per cent 
in respect of capital expenditure incurred after 
November sth, 1962. The current rate of investment 
allowance on new plant and machinery (other than 
motor-cars) is therefore 30 per cent instead of 20 per 
cent. 
Annual Allowance 


Certain rates of annual allowances are also increased. 
Incidentally, whereas the old rates all had to be multi- 
plied by s/4ths the new rates do not. As far as the 
;normal (reducing balance) method is concerned the 
changes may be summarized as follows: 


Existing Rate New Rate 
Basic Effective 
(5/4ths basic) 
_Per.cent . Per cent Per cent 
Up to 12 Up to 15 15 
ees 12 and 16 Between 15 and 20 20 
Between 16 and zo Between 20 and 25 25 
_ Over 20 ` Over 25 ` unchanged ` ` 


qp ——— o — 
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substitute purchase tax at a single rate is likely to be 
acceptable to British industry; whereas any coercion 
to become more rapidly engaged in super-advanced 
mechanization or automation would be most unwise. 
That taxation reform is a necessity, cannot be denied; 
but it must be so calculated to avoid the minimum of 
change,and aim to sustain British industries strong 


and prosperous. ' Yours faithfully, 
Birmingham. FRANCIS. B. ‘WILLMOTT. 


Bromley and South-east London 
Chartered Accountants’ Discussion Group 


SIR, - Our membership now comprises a sufficient 
number to plan the first session and we shall shortly 
be announcing the programme for the winter months, 
starting with a meeting in November. 

If there are any members of the English, Scottish 
or Irish Institutes living in the area who bave not 
yet written to me or to the Secretary, but would care 
to have details of this programme, I should be very 


Yours faithfully, 
- 2I Ironmonger Lane, R. S. WALDRON, F.C.A., 
- London EC2. l Group Chairman. 


' glad to hear from them. 


CAPITAL ALLOWANCES AND THE 
NEW FINANCE ACT 


There are corresponding increases for the alternative 
(straight-line or fixed instalment) method. 

The new rates of annual allowance apply not only 
where a taxpayer has himself bought new (unused) 
plant and machinery after November 5th, 1962, but 
also where he has bought second-hand plant that was 
originally bought new by someone else after that date. 
(The new rates can never apply to equipment that was 
SE bought new by anyone before November 5th, 
1962 

It seems, therefore, that a trader who purchases 
second-hand plant and wants to make sure that he 
receives the best possible rate of annual allowances 
will have to ascertain from the vendor whether or not 
he (or a previous owner) purchased it as new plant 
after November 5th, 1962. It remains to be learned 
what kind of ‘birth certificate’ the Inland Revenue 
will call for in support of a claim for the new allow- 
ances. 


Example 1 


A. Ltd have been trading as furniture manufacturers 
for many years. The written-down values of plant etc. 
after deducting the 1963-64 capital allowances were: ' 


E 
General plant (basic rate 10 per cent) 30,000: 
Removal vans (basic rate 20 per cent) 20,000: 
Office furniture (basic rate 5 per cent) — __1,000} 
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During the year ended September 3oth, 1963, the 
company bought the following additional equipment: 


Second- 
New hand 
Before November 6th, Me £ £ 
General plant .. «2 4,000 1,000 
After November sth, 1962: 
General plant .. ' is 5,000 2,000* 
Removal vans 6,000 3,000 


Furniture . : : 300 
*Tt has been ascertained that one item of plant bought 
second-hand for {1,500 was acquired by the previous 
owner as new plant on December 29th, 1962. 
The capital allowances computation for 1964-65 
and 1965-66 will be as shown in the table below. 
There are special new regulations relating to motor- 


cars costing more than £2,000 but these will be dealt 


with in a later article. 


Plant and Machinery in Development Districts 


'The new regulations relating to plant in development 
districts do not affect the calculation of investment and 
initial allowances or balancing charges or allowances 
but are restricted to annual allowances. 

An entirely new method of ‘free depreciation’, as the 
Chancellor described it, is provided for in respect of 
new plant and machinery (other than mobile equip- 
ment, e.g. vehicles) for use in a development district 








General Plant 
Basic rate IO per cent 
Written-down values , 30,000 
Additions before November 6 6th, h, 1962: 
New. s 3,000 
Second-hand 1,000 
Boe after November sth, 1962: 
Second-hand i 500 
MN 34,500 
Capital Allowances 1964-65: 
Investment 
Before November EOS 1994 vo 
per cent) £600 
After November oe (30 per 
cent) £1,500 
Initial £ CR 
New (10 per cent) 300 500 
Second-hand (30 per cent) 450 450 
Annual 
at basic rate X 5/4ths 4,313 
at I5 per cent SE minimum 
rate) |... 2 Ge 975 
ee (5,005. deeem 
Carried forward £29,437 
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for industrial purposes. The object of the new provi- 
sions is, of course, to stimulate economic activity and 
employment in these districts, 

The method is simply that the taxpayer may choose 
any percentage he likes for the annual allowance but, 
needless to say, the annual allowance(s) plus the initial 
allowance must not exceed the cost of the plant. Thus 
in the first year the taxpayer, if he wishes, may obtain 
an initial and annual allowance, equal in total to the cost 
of the new plant and, in addition, an investment allow- 
ance of 30 per cent. Furthermore, the percentage 
chosen can vary from year to year in respect of the same 
item of plant. 

The definition of ‘industrial purposes’ is very similar 
to that used in connection with industrial buildings 
allowances, and ‘development district’ includes all 
Northern Ireland and elsewhere as defined in the 
Local Employment Act, 1960. Ít remains to be seen 
whether in future the walls of accountants’ offices will 
be hung with maps. 

If certain qualifying conditions are not complied 
with for the first three years of use of the plant, the 
special allowance already granted will be cancelled and 
the ordinary allowance substituted. 

When a district ceases to be a development district 
the special allowance continues to apply to plant that 
has already qualified, as if the district had continued 
to be a development district. 























) 


a 


Removal Vans Furniture 
20 per cent 5 per cent 
£ £ £ 
20,000 1,000 
5,000 6,000 300 
,500 3,000 
6,500 23,000 6,000 1,000 400 
£1,800 £90 
- ae £ 
600 30 
9000 
5,750 1,500 63 
45 
1,925 —— 6,650 —— 2,100 — 75 
£4,575 £16,350 £3,900 £937 £225 


Noreg. — Whereas the plant bought second-hand for £1,500 ranks for the new annual allowance it cannot rank for investment 


allowance. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


' WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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TAX CONGRESS IN PARIS 


Successful Meeting of International Fiscal Association 


The twenty-fifth congress of the International Fiscal 
Association took place in Paris from September 16th to 
20th. It was held at the magnificent UNESCO building 
in the Avenue de Suffren, and use was made of the 
first-class simultaneous translation facilities available 
in the building. There were over five hundred partici- 
| pants in the congress. They came from almost every 
country in Europe, and included delegates from 
Portugal, Finland and Hungary. From outside Europe, 
the American representatives included Professor Dan 
Throop Smith, of Harvard, and Professor Richard 
Pugh, of Columbia. The Canadian representatives 
included Mr Kenneth Carter, Chairman of the Royal 
Commission on Taxation, and Mr Harvey Perry. 
b- There were also representatives from Japan, India, 
Israel and Turkey. The United Kingdom Branch of 
LF.A. sent twenty-nine members to the congress: 
the British national reporters were Mr Horace Ward 
and Mr R. T. Esam. 


Tax and Business Mergers 


The congress, which was presided over by M Georges 


Vedel, Dean of the Faculty of Law in the University of 
Paris, opened with a speech by M Giscard d’Estaing, 
. French Minister of Finance. The working sessions on 
. the first subject of discussion, ‘Comparative fiscal 
' treatment of the systems of business merger', were 
presided over by Mr Alun G. Davies, chairman of the 
United Kingdom Branch. In his general report on the 
subject, M Pierre Lalumiére, Professor of Law: at 
the University of Bordeaux, emphasized the remarkable 
revival of the process of industrial merger in the 
fifties and sixties as a phenomenon of prosperity. 
apid economic expansion in such areas as the Euro- 
pean Common Market had emphasized the need for 
the creation. of larger economic units. Professor 
: Lalumiére commented on the tradition of industrial 
mergers in Germany and Great Britain, and on the fact 
that in France and Italy management appeared to be 
psychologically less ready for such basic changes as 
complete mergers and was more apt to resort to more 
flexible formulae like sales agreements and specializa- 
tion agreements which did not have the same implac- 

able character as mergers. 

Because of the impossibility under French com- 
mercial law of 100 per cent ownership of a subsidiary, 
and because of the ‘fusion’ of companies which takes 
place when 100 per cent ownership is reached, it is 
understandable that Professor Lalumiére's analysis 
was largely governed by the fairly narrow area of 
procedure available in industrial mergers in France. 

,?During the debate on his report, contributions were 
made by Professor Richard Pugh (U.S.A.), Professor 
Wheatcroft (U.K.), Mr Khanna (India), Mr Kenneth 
Carter (Canada), Dr Bechinie (Austria), Professor 

. Loucopoulos (Greece), Dr Silcher (Germany), Dr 
Manzoni and Dr Costa (Italy), Dr Fluge and Dr Husy 
(Switzerland), and M. Charles Cardyn (Belgium). 

In the resolution adopted by the congress on the 
subject of mergers, reference was made to the fact that 
in the field of turnover taxes, cascade types of tax are 


apt to favour the process of merger, and the resolution 
stated that the desirability of tax law being neutral in 
the matter of business mergers is particularly applic- 
able in the field of indirect taxes. Where business 
merger occurs by 'fusion', the resolution went on to say 
that it is desirable that there should not be an im- 
mediate tax penalty in respect of the transfer of 
reserves or assets. In tbe field of international merger, 
especially within the European Economic Community, 
it was recommended that there should be further 
studies of the problem with a view to the elimination 
of the legal and fiscal obstacles that now exist. The 
resolution ended by making its recommendations sub- 
ject to the regulations adopted by supra-natural bodies 
against the wrongful use of monopoly positions, and 
subject to any similar measures adopted in any country 
in furtherance of economic policy. 


Fiscal Measures for Encouraging Investment 


The second subject discussed at the congress was 
‘Fiscal measures to be taken by capital-exporting 
countries for encouraging investment in countries in 
process of development’, and the general report was 
presented by Dr van Hoorn (Holland), Professor 
Wheatcroft (U.K.), Dr Klimowsky (Israel), Maitre 
Jeantet (France), Mr K. C. Khanna (India), Dr 
Kartadjoemena (London), and Professor Dan Throop 
Smith (U.S.A.). 

The fiscal relationships between capital exporting 
and capital importing countries have been under 
previous study by I.F.A. congresses at Madrid and 
Jerusalem. At the latter congress a study-group was 
set up to pursue lines of investigation on this subject. 
In Paris, the general report did not show that the study- 
group had made very great progress. The first part of 
the resolution adopted dealt with the need to eliminate 
double taxation, whether by exemption, or credit, or 
other suitable measures. It went on to explain that the 
investor may lose tax benefits accorded by the capital- 
importing country, because of the claims of the tax 
system in the country of residence of the investor. It 
recommended that in such circumstances the ‘fictitious’ 
credit, or tax-sparing device be adopted. The resolu- 
tion also recognized that further detailed study of 
precise procedures are necessary, as indeed they are. 


Future Congresses 


The President of the International Fiscal Association; 
Dr Mitchell B. Carroll (U.S.A.), announced that the 
congress for 1964 would take place in Hamburg 
(September 7th to 12th, 1964); that the congress for 
1965 would take place in London (September 13th to 
17th, 1965), and that the congresses for 1966 and 1967 
would probably be held in Stockholm and Lisbon 
respectively. ; l 

It was announced that at the London Congress of 
1965, the subjects for study would be “The interpreta- 
tion of taxation laws, with special reference to form 
and substance' (general reporter, Professor Wheatcroft) 
and ‘Advance rulings by the tax authorities at the 
request of the taxpayer’. 
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PROFESSIONAL NOTICES 


Messrs Baser, OwEN & Co, Chartered Accountants, 
of 18 Baldwin Street, Bristol 1, announce that they 
have admitted Mr P. G. W. GRAY, A.C.A., as a partner 
in the firm as from October ist, 1963. The name of the 
firm remains unchanged. 

Messrs Buckie, Fray, Locke & Co, Chartered 
Southampton, 
announce that Mr J. E. B. Barron, F.c.A., has been 
admitted into the partnership. Thè name of the firm 
remains unchanged. 


Messrs CLARKSON, Hype & Co, Chartered Account- 


' ants, of 54 Old Broad Street, London EC2 and 5 High ` 


Street, Romford, Essex, announce that as from 
October Ist, 1963, they have taken into partnership 
Mr W. RONALD ROGERS, A.C.A., who has been a senior 
member of their City staif for a number of years. The 
name of the firm remains unchanged. 


Messrs E. J. CLOUDER & Co, Certified Accountants, 
announce that they have removed their offices to 37 
Victoria Avenue, Southend-on-Sea, Essex. 


Messrs Cooper BROTHERS & Co and COOPERS & 


LYBRAND announce that as from October rst, 1963, they 
have taken into partnership in London, Mr DEREK 
JOHN JAMES, A.C.A. 


Messrs DELOITTE, PLENDER, EN & Co 


announce that Mr W. J. CARTWRIGHT, A.C.A., was, 


admitted as a partner in their Belgian firm on October 
1st, 1963. They also announce, with regret, the follow- 
ing retirements on September 3oth: from their South 


Wales firm, Mr B. E. BROWN, F.C.A., who joined the 


staff of the London office in 1921 and became a partner 
in Cardiff in 1926; from their Peruvian firm, Mr G. R. 
Bzzzn, F.C.A., who became a partner in Lima in 1941; 


and from their Paris partnership, Mr I: D. MeDowar», 


FECA. 


Messrs Frank DowNiNG & Co, Chartered Ac- 
countants, of 24 Norfolk Row, Sheffield I, announce 
that on September 30th, 1963, Mr F. DOWNING, F.C.A., 
the founder of the firm, retired from the partnership. 
From October rst, 1963 3, the practice will be con- 
tinued in the same style and at the same address by 
Mr P. G. JORDAN, F.C.A. 


Messrs ENGLISH & PARTNERS, announce that they 
have removed their offices from Hanover Street, 


Manchester 4, to 113 Corporation Street, Manchester 4. 


Telephone: Blackfriars 9486/7. 


Mr E. J. FRITH, F.A.C.C.A., of Bristol and West 
House, Post Office Road, Bournemouth, Hants, 
announces that he has taken into partnership Mr 
DENNIS HAROLD REEVES, A.A.c.c.A. The firm will 
continue to practise at the above address under the 
name of FRITH, REEVES & Co. 

Messrs GRAHAM, Smart & ANNAN, Chartered 
Accountants, of Edinburgh, announce that Mr Jonn 
MORTON MILLER, C.A., has been assumed a partner of 
the firm as from October rst, 1963. 

Messrs NoRMAN Hunt, Howse & Co, Chartered 
Accountants, of 15 Cromwell Road, London SW", 
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announce hat as from October rst, 1963, Mr M. J. 
RIDGE, A.C.A., is being admitted to "partnership. The 
style and address of the firm will remain unchanged. 
Messrs LANHAM & FRANCIS, Chartered Accountants, 
of Gillingham, Dorset, and Wincanton,, ‘Somerset, 


. announce that they have taken into partnership Mr 


N. HOUNSELL, A.C.A., as from October 1st, 1963. The 
name of the firm remains unchanged. 

Mr J. G. LOFTHOUSE, J.P., A.A.C.C.A., announces that 
as from October 1st, 1963, he has removed his offices 
from 143 Church Street, Preston, Lancs, to 12 Regent 


, Street (off Starkie Street), Preston. The telephone 


number (Preston 56479) remains unchanged. 
'* Messrs MeELLORSs, BAsDEN & Co, Chartered Account- 


ants, of Portland House, 73 Basinghall Street, London. 


EC2, announce that as from October rst, 1963, they 


1 


4 


, have taken into partnership Mr JOHN HUBERT HOLMES, ^ 


A.C.A. The style of the firm will remain unchanged. 


Messrs Peat, Marwick, MITCHELL & Co, announce 
that Mr D. E. CoNNOLLY, A.C.A., has been admitted 


into the Hong Kong DRE as from October rst, 


1963. . 

Messrs T'URQUAND, Younas & Co, and WARE, Warp 
. & Co, who have previously been associated in the west 
of England under the firm name. of TuRQUAND 
Youncs & Ware Warp, have now amalgamated their 
practices in that area. The new firm will operate 
under the name of Turquanb, Younas & Co (and 
‘also for the time being Wang, Warp & Co), from 
Bristol, Exeter, Torquay, Sidmouth and Bideford; 
‘the partners will be the present partners -of WARE, 
. Warv- & Co and Messrs D. W. RongRTSON, W. W. 
Warp, D. GannETT and L.. OGDEN of TURQUAND, 
Youncs & Co, London. 


Messrs Norman D. VINE & Co, Chartered Accoun- 
tants, of 40 Park Square, Leeds 1, announce that as 
from October rst, 1963, Mr NORMAN N. Kay, F.C.A., 
‘and Mr MICHAEL A. Kay, A.C.A., have been admitted 
‘to partnership. The style and address of the firm will 
remain unchanged. 


Appointments 


Mr J. T. Atkin, A.C.W.A., accountant of the con- 
struction division of Davy and United Engineering 
Co Ltd, is to be appointed secretary of Davy and United 
Roll Foundry Ltd, Billingham, on December rst, 
1963, in succession to Mr H. Smallwood, rF.C.W.A., 
A.A.C.C.A., who is to be appointed chief accountant of 
The Power-Gas Corporation Ltd. Mr R. Sterling, 


_A.C.W.A., will become accountant of the division. 


Mr F. W. Carder,jun., T.D., F.C.A., has been appointed - 
'a director of Cowlishaw Walker & Co Ltd.. 


;, Mr R. A Chermside, F.C.A., has, been apporited 
chairman of Anderson’s Rubber Co Ltd. 


Mr J. W. Dacre, A.A.C.C.A., has been appointed area 


as 
.oe 7t 


secretary of the Ilkeston & North Derbyshire Area of ` 


"The East Midlands Electricity Board. 


Mr J. L. Dickinson, F.c.A., has been appointed sales 
director of Skefco Ball Bearing Co Ltd; he is succeeded 
.as secretary by Mr A. J. Philpott, B.A., A.C.A. 
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» Mr L. G. T. Farmer, F.c.a., has been appointed 
xecutive chairman of the Rover Co Ltd. . 


Mr Stanley L. Geary, A.A.C.C.A., A.C.LS., chief 
accountant of The Pullin Optical Co Ltd, has been 
appointed to the board. i 


Mr T. L. Greene, F.C.A, has been appointed 
director and secretary of Herbert Watson & Co Ltd. 


Mr D. Norman-Thomas, T.D., F.C.A., has been 
appointed chairman of Rotunda Ltd and of Veedip 
Ltd, members of the BICC Group. 


X Mr G. Seddon, F.c.a., has been appointed secretary 
of Consolidated Tin Smelters Ltd. 


Mr J. Willcock, F.c.a., secretary of J. J. Wright & 
Sons Ltd, has been appointed an additional director of 
the company. 


CERTIFIED ACCOUNTANTS’ LUNCHEON 
MEETING 


The first luncheon meeting to be arranged by The 
^ Association of Certified and Corporate Accountants for 
their 1963—64 session will take place at the Connaught 
Rooms, Great Queen Street, London WCa, on T'uesday 
October 15th, at 12.30 for 1 p.m. 


Le Foe who has called his talk 'A little matter of 
efficiency’ in which he will wittily discourse on how the 
British, as a nation, conduct.their affairs at all levels. . 

Members of the Association may obtain further 
details of the luncheon and tickets from the Secretary 
at 22 Bedford Square, London WCr. (Telephone: 
Museum 5163). 


WIDER SHARE OWNERSHIP 


The first “Wider Share Ownership Week’ to be 
organized by the Wider Share Ownership Council, 
"Opens in Birmingham next Monday, with the object 
of stimulating interest and knowledge in all aspects of 
saving and investment. It is planned to hold a series of 
similar weeks in other centres next year. 

The Wider Share Ownership Council will make 
extensive use of their new film Take a Share, and have 
arranged for small panels of experts to be available to 
answer questions after the public showings in the 


mornings. On ‘Tuesday, at the Grand Hotel, a late ` 


afternoon and evening conference will be held, when 
addresses will be given by a number of eminent 
speakers, while on Friday the main public meeting 
takes place at the Digbeth Civic Hall at 6.30 p.m., 
when there will be a brains trust under the chairman- 
ship of Mr Huw Thomas. On three evenings during the 
week the Birmingham Stock Exchange will be open to 
the public, and twenty-five stockbrokers will be on duty 
each night to explain.and demonstrate the workings of 
the Exchange. 
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ASSISTANCE FOR DEVELOPMENT DISTRICTS 


The Board of Trade have issued a new version of their 
booklet Expanding Industry describing the various 
forms of assistance available under the Local Employ- 
ment Acts for projects which create employment in the 
development districts. The booklet is complementary 
to the Board's recent publication, Room to Expand 
referred to in our issue of August 31st. 

Details of the benefits for industry in development 
districts were set out in The Accountant of April 13th, 


page 456. 


CITY DISCUSSION GROUP 


The first meeting of the City Discussion Group of the 
London and District Society of Chartered Accountants 


, in the 1963-64 session will be held next Wednesday at 


The White Swan, Coleman Street, London EC2, at 
6 for 6.30 p.m., when a first-hand report will be given 
on the European Congress, followed by a discussion on 
this and other subjects. 

Inquiries about the City Discussion Group may be 
addressed to the honorary secretary, Mr D. S. Lewis, 
F.C.A., F.A.C.C.A., 3 Copthall Buildings, Copthall 
Avenue, London EC2. 


ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The monthly meeting of the Accountants’ Christian 
Fellowship for Bible reading and prayer will be held 
at 1 p.m. on Monday, October 7th, in the vestry of 
St Mary Woolnoth Church, King William Street, 
London EC3. The scripture for reading and thought 
will be 2 Timothy, Chapter 3, verses 16 and 17. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The following meetings of The Chartered Accountant 
Students’ Society of London will be held next week: 

Monday, 5.30 p.m., at the Institute, Moorgate Place, EC2. 

ual general meeting. 

Tuesday, visit to Fords Motor Works (limited number). 

Wednesday, visit to the Royal Mint (limited number). 
5 p.m, at the Institute. New members’ meeting. 

Thursday, 5.15 p.m., at the Institute. Introductory course 
lecture on "The chartered accountant's profession’, by 
Mr R. J. Carter, B.COM., F.c.a. (Secretary of the 
Students' Society). 

7.15 p.m., at Reading. Lecture on ‘How industry is 
financed', "by Mr J. C. Orr, B.A. 

Friday, 5. I5 p.m., at the Institute. Introductory course 
lectures on “Che fundamentals of business’, by Mr R.J. 
Carter, and “The English judicial syetems, by MrP. W. 
Medd (Barrister-at-law). 


TENNIS 
In a lawn tennis match played on September 2nd, at 
Barclays Bank sports ground, Ealing, against the Royal 
Institution of Chartered Surveyors, the Chartered 
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Accountants were represented by: first pair, D. F. 

Macleod and J. D. Fowler; second pair, J. R. Le P. 

ae and P. R. Martin. 'T'he result of the match was a 
aw. 


DEATH DUTIES AND ESTATES 


A twenty-page booklet reviewing death duty prob- 
lems by using practical examples, explains how life 
assurance can lessen the effect death duties can have 
on an estate. A table of estate duty limits, as amended 
by the Finance Act, 1963, is also included. 

Copies are obtainable from Stewart, Smith (Life 
and Pensions) Ltd, Aldwych House, London WC2. 


INSTITUTE OF ACTUARIES 


The Council of the Institute of Actuaries has announced 
that at the recent examinations held a: thirty-one over- 
seas centres, seven candidates have qualified as 
Fellows, seventeen as Associates and fifteen have 
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become eligible for the Certificate in' Finance and 
Investment. 


COURSES FOR MANAGEMENT 


. Two one-day courses on ‘Company control’ will take 


place in Manchester from October 8th to 9th and 
be repeated in London from October 16th to 17th. 
Presented in both instances by Dr James M. S. Risk, 
B.COM., PH.D., C.A., F.C.LS., F.B.I.M., the courses will 
deal on the first day with finance aspects and on the © 
second, profitability aspects. Both will be fully docu- 
mented, including various examples for the control of 
companies’ affairs. Other one-day courses on ‘How to 
raise office productivity', and 'How to do job grading 
(clerical), will be held in Manchester on October 15th 
and 16th respectively. Both will be presented by Mr 
Oliver Standingford, F.B.1.M., F.I.0.M. 

Further details regarding the courses are obtainable 
from Management Courses Ltd, Albany Courtyard, 
Piccadilly, London Wi. 


E New Legislation 


The date given indicates when an Act received the Royal Assent or when a Statutory Instrument becomes effective. 


STATUTES 
Chapter 49: Contracts of Employment Act, 1963 


An Act to require a minimum period of notice to 
terminate the employment of those who have been 
employed for a qualifying period, to provide for matters 
connected with the giving of the notice, and to require 
employers to give written particulars of terms of 
employment. 


Price xs 3d net. July 31st, 1963. 


Chapter 50: Television Act, 1963 


An Act to extend the period for which the Independent 
‘Television Authority are to provide television services, 
to make further provision with respect to the control 
exercisable by the Authority over the programmes 
broadcast by them and over programme contractors, to 
require additional payments from programme con- 
tractors which will not form part of the revenue of the 
Authority, and to amend in other respects the law 
relating to the Authority and broadcasting by the 
Authority. 


Price Ze 6d net. July 31st, 1963. 
Chapter 51: Land Compensation (Scotland) Act, 
1965 
An Act to consolidate the Acquisition of Land (Assess- 
ment of Compensation) Act 1919 and certain other 


 enactments relating to the assessment of compensation 


in respect of compulsory acquisitions of interests in 
land; to the withdrawal of notices to ‘treat; and to the 
payment of additional compensation and of allowances 
in connection with such acquisitions or with certain 
sales by agreement of interests in land; with corrections 
and improvements made under the Consolidation of 
Enactments (Procedure) Act, 1949. 


Price 3s 6d net. July 31st, 1963. 
STATUTORY INSTRUMENTS 
The Protection of Depositors (Accounts) Regula-- 
tions, 1963 
(S.I. 1963, No. 1353) 


These Regulations, which are made under the Protec- 
tion of Depositors Act, 1963, prescribe the information 


'to be contained in or annexed to audited and interim 


accounts delivered by companies under that Act. The 
Regulations apply, subject to certain exceptions and 
modifications, the principal provisions of the Compan- 
ies Act 1948 relating to companies’ accounts. The 
Regulations also specify in Part I of Schedule 2 the 
additional information which must be given by all 
companies delivering accounts under the Act, and in 


, Part 2 of that Schedule, the further special information 


which must be given by certain property companies. 
Price Is 3d net. October roth, 1963. 
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. "Ihe Golden Curtain 


N a speech to the Labour Party Conference at Scarborough, 
IER JAMES CALLAGHAN, Labours ‘shadow’ Chancellor, is 

reported to have declared that there was a ‘golden curtain’ ` 
between income and capital and that it was time that it was drawn 
aside. However, it would be a mistake to suppose that the piercing 
of this curtain is the prerogative of any one political party and in 
recent years the Governments of the day have introduced a number 
of measures which have trenched upon the opportunities for 
capital enrichment. 

The commission appointed in January 1951 to inquire into the 
then existing system of taxation was required to consider the 
means of distributing the tax burden fairly among individuals. 
In their report (Cmd 9474) the commissioners achieved unanimity 
in recommending some breaches of the ‘golden curtain’ but they 
differed in the lengths to which they were prepared to go. They did, 
however, agree that capital treated as income deserved some form 
of averaging in order to avoid injustice. 

One early measure, a charge (assessable over six years) on the 
capital proceeds from patent rights sold by a United Kingdom 
resident, was introduced by the Income Tax Act of 1945. More 
recently, the Finance Act, 1960, transferred compensation for loss 


: of office (with certain exceptions) into the taxable field; while in 


1962 the profit on disposal of land acquired within the previous 
three years was in general taken out of the capital category. The 
Finance Act, 1963, has likewise nibbled at the capital character 
of lump sums changing hands on a transfer of the interests in 
leasehold property. 

‘It is significant that, except in relation to Case VII, a character- 
istic feature of the new arrangements lies in 'top-slicing', that is, 
the limitation of surtax based on a notional forward spread of the 
capital receipt (e.g. Fourth Schedule, Finance Act, 1960; Sixth 
Schedule, Finance Act, 1963). This formula was designed to 
obviate the criticism that, while taxation of capital receipts brought 
into account the enhanced taxable capacity represented by the 
possession of certain capital rights, a fortuitous penalty was 
imposed on their lump-sum character by the graduated scale of 
tax collection. 

We do not agree that a change in the form in which capital is 
held should be the occasion for a charge to tax but, if further 
transfers of capital receipts across the 'golden curtain' take place, 
we would expect the relevant legislation to be drawn up on a 
basis which recognizes the injustice of taxing the golden goose at 
the rates applied to golden eggs. 
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HE recent public dispute between the 

directors and the auditors of the City of 

London Real Property Co Ltd has 
done two things: it has produced an admirable 
comment on the relationship of auditors and 
shareholders, and it has caused considerable 
re-examination, , in both professional and lay 
circles, of the methods of appointment and re- 
appointment of auditors to companies and the 
form of their reports. 

T'he comment, short and to the point, appeared 
in the statement issued by the Council of The 
Institute of Chartered Accountants in England 
and Wales: 


"Auditors are appointed to represent shareholders 


in accordance with the requirements of the Com- 


panies Act’ 


And in a leading article, The Financial. Times 
commented: 

'Auditors exist primarily to serve the share- 
holders . . . it is essential, if our system of company 
law is to work properly, that the smallest firm of 
auditors should feel free to carry out its duty to 
shareholders without the risk of reprisals.' 


Shareholders’ Prerogative 
One would suppose, judging by an examination 


of the Companies Act, 1948, that the matter was ` 


quite clear: in most cases it is the prerogative of 
shareholders to appoint the auditors, receive their 
reports, and fix their fees. In other rare and 
exceptional cases, these functions may be 
performed by the directors or the Board of 
Trade. 

In fact, however, the true shareholders seldom 
voice their feelings in the case of public com- 
panies, while in the case of private companies 
where shareholders and directors are often the 
same persons wearing different hats, it is more 
often as directors than as shareholders that 
they make their choice of auditors in the first 
place. 

So.long as a company remains private, unless 
some matter of personal dispute arises or control 
of the company passes to other hands, the 
auditors are likely to continue in office. What, 
then, are the considerations that move: those 
responsible to choose them in the first place? 
Often it may be personal knowledge — even 
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friendship — of a director for a practising account- 
ant whose qualities he respects; but where an 
accountant acts both for the company and an 
individual director in his personal capacity, may 
not the accountant on occasion be subjected to a. 
conflict of loyalties? 

Then, again, as a company grows larger in size, 
it may be found that a change of auditor becomes 
necessary because the auditor cannot provide an 
organization large enough to deal with the expand- 
ing activities of the client. There is, however, one 
tendency in both private and public companies 
which is not only contrary to the spirit of the 
Companies Act but most unfair on individual 
auditors. This is the not infrequent practice of 
the directors, when acquiring control of another 
company, of changing the auditors without any 
compensation in favour of the holding company’s 
auditors. 

Such inconsideration to individual auditors, 
however, is not within the compass of the present" 
discussion; auditors on the whole are philoso- 
phical people and often what is lost here is gained 
there. The principle is important, however, 
because it affects the shareholder-auditor relation- 
ship. 

If. decisions on the position of the auditor and 
his remuneration are the prerogative of the 
shareholders, surely it should be the ultimate 
shareholders in any group on whom should fall 
the responsibility of deciding these matters; and 
not the directors of a company whom an accident, 
as-it were, of company law gives the right, as 
representatives of a ‘shareholder-company’, to 
make a vicarious choice. 

Commentators and correspondents in the Press. 
have made a number of suggestions to improve, 
in their view, the true independence of the 
professional auditor. It is, however, noteworthy 
that the suggestion that auditors should specifi- - 
cally be reappointed, instead of automatically 
continuing in office in the absence of a resolution 
to the contrary, was raised previously by members 
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of the profession in evidence to the Jenkins 
Committee. Among the suggestions which have 
emerged are the following: 


(1) The auditor. should specifically state 
whether the. directors have. discharged 


their responsibilities as trustees of the . 


business each year. 


(2)No auditor should be a shareholder of a 
company whose accounts he audits. 


(3) Àn auditor should not be permitted to act 
as such for longer. than two successive 
years. - 


(4) At least two alternative auditors should. be 
proposed at each annual meeting. 


^ "(ei Auditors should have quasi-judicial status 
and be remunerated from some source 
other than the company which appoints 
them. 


Not Practicable 


At first sight, each of these proposals has 
attractions. But it will be obvious that some are 
less likely to work out in practice than in theory. 


There is, for instance, a lot of good sense in 


having the continuous. advice of an accountant 
throughout the many changing problems of each 
successive year, and if the law insisted on changes 
of the sort envisaged in (3) to (5) above, much of 
the service now. given by the auditor could well 
“pass to the ‘consultant accountant’, with the 
statutory auditor becoming completely detached 
and his consequent financial dependence on 
re-election at frequent intervals would mean 
either his becoming one of several large con- 
centrations of similar persons (giving little 
genuine choice to shareholders), or his being trans- 
formed into a civil servant. It may well be felt 
that this result would be virtually unworkable for 
the small private company which would have to 
be exempted from any.such rules. The pro- 
hibition on shareholding (2) would be less of a 
problem; but suggestion (1) while .approaching 
_ the Scandinavian conceptof the managementaüdit 

would entail revolutionary direct and consequen- 
. tial legislative changes in Britain. . 

Modern auditing techniques have transformed 
much of the work of accountants and given (a 
new value to the companies for whom they act as 
auditors. The system of appointment has for many 
years worked well and auditors have managed 
to retain their independence in spite of theoretical 
disadvantages. 
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Brief consideration has been given to the 
drawbacks of some of the proposals which have 
been put forward to strengthen this independence; 
further effects could well be that such innovations 


would reduce the impact of the newer methods 
-of auditing, and increase the total bill for audit 


and accountancy services. 


Suggestions for Improving Relationships 


This te not to say that all is well with the 
present set-up and that there is no need or room 
for change. The following suggestions are offered 
for improving the auditor-shareholder position 
without cutting across the relationship of mutual 
trust and respect which must desirably prevail 
between auditors and directors: 


(iA more individual auditors’ report rather 
than the common almost stereotype form of 
report, any variation from which is resented 
by directors as being ‘qualified’ and there- 
fore implying a stigma. After all, businesses 

. are themselves different as chalk from 
cheese, and stock valuations are seldom 
made op the same basis in any two 

' Cases. 


(2) Reappointment of all auditors in a group, 
by the shareholders of the top company, 
with a corresponding right for such auditors 
to be heard by those shareholders. 


G3) Remuneration of all auditors in a group to 
be fixed—or delegated - by. the share- 
holders of the top company, and published 
every year (whether specifically voted or 
not) for the benefit of shareholders not 

attending meetings. 


. As Mr S. R. Hogg, F.C.A., stated in a letter to 
The Financial Times, 


'the duty of an auditor (is) not only to ascertain 

- that the balance sheet and accounts are presented 
in a perfectly legal fashion, but that the accounts 

' give a true and fair view of the state of the com- 
pany's affairs as at the effective date. 'This 
decision . . . is the sole ME of the 
auditors". 


This is true in respect of every single company in 
a large group, and the individual auditor should 
be entitled to every bit as much protection in his 
independent right to form and freely communi- 
cate his views as the auditor of a holding company 
has now been shown to possess. ` 
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Maintenance Claims for Agricultural Estates f 


. Transitional Provisions of the Finance Act, 1963 
(Fourth Schedule, paragraph 11) 


CONTRIBUTED 


through the maintenance claim on the basis 

. of the average expenditure in the five years 

preceding the year of assessment is covered by 

. sections 99—101 of the Income Tax Act, 1952, but 

the principle was originally established by statute 
as long ago as 1910; 

The Finance Act, 1963, by the abolition of 
Schedule A tax and the substitution of a charge 
to income tax of profits arising out of land under 
the new Case VIII of Schedule D has, in effect, 
brought about a one-year recovery basis for 
maintenance relief for the year 1964—65 and sub- 
sequently. Broadly, the actual costs of mainten- 
ance will be deductible from rents in the year of 
assessment in computing tax liability. 


Tu claim for relief from Schedule A tax 


Hardship 


The provisions for this transition, incorporated 


in the Fourth Schedule, whilst satisfactory for 


some landowners, inflict hardship on others. 

The Fourth Schedule, paragraph 11 (2), makes 
provision for an additional allowance to an owner 
in the year 1964-65 over and above the actual 
cost of maintenance in that year where it can be 
shown that the cost of maintenance in the five 
years ending with the year 1963-64. exceeds the 
relief available to him in respect of those years. 
The excess is to be treated as if it were a payment 
' in respect of the property in the year 1964-65. 


Although this provision appears, at first sight, 


to make due allowance to those owners who have 
maintenance claims running on a five-year 
recovery basis at the time of transition to the 
actual year basis, it can be shown to do a serious 
injustice to those landowners who have incurred 
maintenance costs which were higher than normal 
for the ten years prior to April 1964 and who are 
now reverting to normal (i.e. lower) charges. 
Such a situation arises through the accumula- 
tion of dilapidations during and immediately after 
the late war and the fact that an enlightened 
owner may well have spent unusually heavily 
in overtaking these arrears of maintenance when 


building licences and permits were abolished in 
the early 1950s. Such an owner ought now to 
have arrived at the point where he can look for- 
ward to a relatively lower level of maintenance 
costs in the future. 


Capricious 


Appended to this article are the tax ee 
and recovery programmes of four notional 
identical estates each with an annual income of 
£1,000, and on each of which the owner incurs 
the same total expenditure of {13,000 over the 
twenty-year period 1954—74 in order to put his 
property in good order and to maintain it in that 
condition: 

The different examples illustrate the effect of 
the capricious way in which the transitional 
arrangements enacted under the Finance Act‘ 
1963, operate; Examples 1 and 2 (overleaf) 
show that the maintenance relief available to a 
landowner whose expenditure is on a descending 


scale is considerably less under the provisions of 4 


the Finance Act, 1963, than it would have been if 
the old basis of five-year average had been con- 
tinued. 

It is necessary to view expenditure and relief 
over the twenty years 1954-55 to 1973-74 in 
order to see the comparative effect clearly. The 
examples indicate that under the new provisions 
there would be no carry forward into 1964-65 


_and that a large part of the greater than normal 


expenditure in the years 1959-60 to 1963-64 will 


' be-written out altogether with consequent loss of . 


relief compared with the old basis. 

By contrast, Examples 3 and 4 show that an 
owner whose expenditure over the same period 
was on an ascending scale, stands to gain from .. 
the transition to the new basis. Thus, tke land- 
owner who has previously made headway with - 
accumulated dilapidations is at a disadvantage. 

" Such a stituation hardly accords with Govern- 
ment policy in the past of encouraging owners to 
undertake repair work in the post-war period. 
Furthermore, it is unjust that an owner should 
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suffer by reason of a change in a geet 

principle of tax relief which he had every reason 

to expect would continue. The very nature of the 

five-year recovery basis will have induced the 

prudent landowner to plan his expenditure 

pattern ahead. 

Injustice 

The injustice inherent in the Fourth Schedule 

provision is that it does not take sufficient and 

specific account of those fractions of expenditure 
- in the years 1959-60 to 1963-64 which would, 
under the previous Finance Act, have borne relief 
in the years 1964—65 to 1968—69 as the relief figure 
which is deducted from the expenditure figure 
for 1959-60 to 1963-64 (to be carried forward 
“into 1964-65) is swollen by the expenditure in 
the period 1954-55 to 1958-59. 

Thus, in Example 1, the new provisions result 
in a Joss of relief amounting to {£2,100 over the 
years 1964—65 to 1968-69. In Example 2, the loss 
of relief is £1,200. By contrast, there is a gain 
in relief of £2,100 in the case of Example 3 and 
also in Example 4. 

In order to avoid this hardship, it is necessary 
for expenditure, which has not qualified for relief, 
to be allowed in the form of a lump sum in the 
year 1964-65 instead of the relief being limited 
to the excess of cost over relief available in the 
years 1959-60 to 1963-64 as defined in the 
Fourth Schedule. The lump sum referred to 
above would, 
ollowing amounts: 


I/sth of the expenditure incurred in 1959-60 


a/sths ,, ,, » »  » 1960-61 
3/sths 35 p +9 3? » 1961-62 
4/sths an 7» 39 H » 1962-63 
5/5ths nm an 33 WI » 1963-64. 


At the time of transition, i.e. the beginning of the 
year 1964-65, none of the amounts shown above 
would have borne tax relief, but the effect of an 
amending clause incorporating this suggestion 
would ensure that they did so. 
The case of an owner who had bought property 
during the ten years ending 1963-64 and had 
enjoyed concessional relief on the ‘actual year’ 
^ basis pending the establishment of a five-year 
average would require special treatment by way 
of an adjustment in order to prevent that relief 
being granted twice over. 
Although the position of the owner in Examples 
1 and 2 plainly calls for attention, it might be 
argued that the treatment outlined above is over- 
generous for the reason given below. 
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Remedies 


The Chancellor no doubt would like to see the 
new Act operate with equal justice to all, and in 
order to clear up the major anomalies described 
above, three different alternatives are put forward 
for consideration in an attempt to improve the 
existing arrangements for this transition from a 
five- to a one-year basis. They are as follows: 


Alternative 1 


Under the old maintenance claim basis an owner 
who contemplated selling his property knew that 
by so doing he would lose the benefit of tax relief 
on past expenditure to a total of the following 
amounts: 


1/sth of his expenditure in the fifth year back 


2/5ths » » T 0» an fourth » ” 
3/sths » an » » n third » » 
4/sths » » T » » second » » 


| 5/sths nm » H an s Year of sale. 


If the annual amounts were roughly equal the 
loss was equivalent to three years’ maintenance 
costs. No such loss of relief will be sustained by 
an owner who sells after the transition to the new 
actual year recovery basis and to this extent 
owners will benefit. The gain cannot be accurately 
stated owing to the wide variation of expenditure 
incurred by different owners, but for the purpose 


OË legislation, a notional figure of annual 


expenditure could bé employed. 

For this purpose it is suggested that a prudent 
landowner might spend one-third of his gross 
rents on maintenance and if this proportion is 
agreed as sensible, then the gain to the owner, 
through transfer to the one-year recovery basis, 
would be three years’ rents divided by three, or 
one year's rental as at, say, 1964. This would, 
therefore, constitute the appropriate deduction 
to be made from the total of unrecovered relief, 
which, as suggested above, should be carried 
forward in a lump sum into 1964-65. Column 6 
in Examples 1, 2, 3 and 4 shows how this alterna- 
tive would be calculated in each case. 

It is suggested, therefore, that paragraph 11 (2) 
of Schedule 4 should read: 


Schedule 4 — paragraph xr (2): A sum may be 
treated for the purpose of the foregoing provisions 
of this schedule as if it were a payment in relation 
to the premises made by him in the year 1964-65 
in respect of dilapidations attributable to that year, 
equal to the total cost to the owner of those 
premises of maintenance, repairs, insurance and 
management during the five years ending with the 
year 1963-64, less any relief already available to 
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him in those years in respect of that expenditure, 
and less one year's rental of those premises at 
| P 1964. | 


Alternative 2 


That the fractional expenditures referred to ‘above 
should be allowed to be carried forward into 
1964-65, but that if this was done the actual 
expenditure incurred in the year 1964-65 should 
be excluded from that year's claim. — the land- 
owner to have the.choice as to whether he should 
do this or whether he should work on the actual 
expenditure for that year. If he elected for the 
first method, it would be necessary to ensure that 
he would not be discouraged from carrying out 
his proper repairs in 1964—65, and it is suggested, 
therefore, that from the sum to be carried forward 
into 1964—65 should be deducted the amount, if 
any, by which his maintenance expenditure in that 
year falls short of what a prudent landowner 
would spend, say, one-third of his rental; the 
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effect is shown in column Se ih h Examples. I; 2, 3 
and 4. 


The suggested alternative 2 therefore Becomes" 


Schedule 4 - paragraph Ir (2): A. landowner 
instead of claiming relief on the actual maintenance 
costs incurred during the year 1964-65 may elect 
to claim. instead on the total cost of maintenance, 
repairs, insurance and management during the five 
years ending with the year 1963-64, less any relief 
already available in respect of that expenditure and 
less any sum by which his expenditure during the 
year 1964-65 falls short of one-third of his yearly . 

- rental in that year. 


' Alternative 3 i 


` 


The device suggested in Alternative 2 for « €n--.. 
couraging landowners to keep up the normal 
standard of repairs could be applied to the pro- 
visions of the first draft of the Finance Bill, 1963, 
which allowed the old maintenance claim basis to 


This owner responded quickly to the Government's lead after the war by expending all his income on 
maintenance for the 10 years to 1963-64, and for the next 10 years he will be reverting to a steady 
maintenance expenditure of 30 per cent. Prior to the 1963 Act, tax relief was available to this owner on a 
total of £10,100 over the 15 years 1959-74, whereas under the 1963 Act, relief is available on only £8,000. 


l 24 3 4 


- | Relief before. 
Maintenance 


5 6 ` 7 


That part of 


1963 Act. (Aver- | column 3 which Relief as süg- | Relief as sug- 
Tax year cost during age over pre- | relates to ex- | Relief after gested under | gested under 
actual year vious five years | penditure in 1963 Act Alternative | Alternative 2 
and Statutory | currentfive-year S 
Relief) period only 
1954-55 1,000 = 
1955-56 1,000 200 
1956-57 1,000 400 
1957-58 1,000 600 
.1958-59 1,000 800 
1959-60 1,00 . 1,000 - 1,000 
- 1960-6! 1,000 1,000 200 . 1,000 
| |961-62 ° 1,000 1,000 400 1,000 
|. [962-63 [,000 1,000 600 1,000 
. 1963-64 1,000 1,000 800 1,000 
——— 5,000 ~—— 5,000 — 2,000 —~ 5,000. 5,000 
1964-65 300 : 1,000 300 
.1965-66  |.. 300 860 300 
1966-67 |- 300 720 300 
1967-68 300 580 300 
.: 1968-69 . 300 440 300 
E ee —— 1,500 ~—— 3,600 —— 1,500 4,167 
UU 1969-70 . 300 300 300 i i 
= 4970-71 -| . 300. 300 300 
.— 1971-72 300 300 300 
, 1972-73 300 300 300 
1973-74 | 300 300 300° EE 
ve —— 1,500 —- 1,500 —— 1,500 1,500 
£13,000 £10,100 + £8,000 -£10,000 £10,667 
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run itself out for a further four years, thereby 
removing the objections to it. 

This could be done by deducting. from the 
"five-yearly average in any of the four future years 
the sum, if any, by which the maintenance costs 
incurred in that year fell Below one-third of the 
rental. 


Two Further Safeguards 


(A) If one of the above three alternatives is 
accepted it is important that any sum for relief 
carried forward into 1964-65 should. not be 


before the four-year period expires (as would 


Bill 1963). 
.It is suggested that the claim should remain 


‘in the first place, or with his executors. ` 
(B) If one of the above alternatives is accepted, 


ESTATE 2 (Estate rental £l 000) 


relief is available on iis £8,900. 
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it will be necessary for that part of ihi 1954 
Finance Act which allows expenditure to be 
carried forward and set against income other than 
agricultural income for one year ahead (section 20 
(8)) to be so altered that a further petiod of time 

. is given to the landowner in which to find income 
which can bear the relief. The fractions for relief 


. which it is suggested should be carried foward 


into 1964-65 are essentially based upon those 
which the landowner ‘would have claimed over 
the next five years had the 1963 Act not come into 
force, and under the old arrangements the land- 
owher would have had six years in which he could 
have set off his other income against reliefs ; it is, 
therefore, suggested that section 20 (8) of the: 
Finance Act, 1954, should be changed to give the 
landowner the right to set off his non-agricultural 
income: against the reliefs carried forward into 
1964-6 5, in 1964-65 or in any of the five succeed- 
ing years. | b 


D 
H 


\ 
D 


This owner responded to the Government' s lead by expending all his income on maintenance for the 5 years 
to 1958-59 and 70 per cent of his income for the following 5 years to 1963-64; for the next 5 years he will be 
spending 60 per cent and then he will revert to a steady-maintenance expenditure of 30 per cent. Prior to 
the 1963 Act, relief 1959-74 was available to this owner on a total of £10,100; whereas under the 1963 MH 


l 2 3 4 5 6 7 
Relief before | That part of . 
. Maintenance | 1963 Act. (&ver- | column 3 which .. 2... [| Relief as sug- | Relief as sug- 
Tax year cost during age over pre- | relates to ex- Relief after gested under | gested under 
actual year vious five years | penditure in 1963 Act Alternative 1 Alternative 2 
and SES currentfive-year | ` 
Relief) period only 
1954-55 1,000 
1955-56 1,000 . 200 
1956-57 1,000 400 
1957-58 1,000 600 
1958-59 1,000 800 
— 5,000 —— 2,000 
1959-60 | . 700 1,000 - 1,000 1,000 1,000 
1960-61 . 700 . 940 140 940 940 940 
1961-62 . 700 880 280 880 , 880 880 
1962-63 . 700 820 . 420 i 820 820 820 
1963-64 700 760 560 760 760 : l 760 k 
—— 3,500 —— 4,400 | ——- 1,400 —-— 4,400 — 4400 | —— 4,400 
1964-65 ` 600 700 600 1,700 2,100 
1965-66 - 600 680 . 600 600 £00 
1966-67 600 660 . 600 600 600 
1967-68 600 ` 640 ` 600 600 600 
1968-69 600 620 600 600 600 
1969-70 300 » og 600 300 300 300. 
1970-71 300 540 300 .. 300 300 
1971-72 300 480 300 : 300 300 
1972-73 300 420 e 300 300 300 
1973-74 300 | 360 a | 300 ` 00 300 — ; 
—— (1,500 .| , —— 2,400 —— 1,500 .; '—— 1,500 —— 1,500 
£13,000 £10,100 £8,900 | ^ £10,000 £10,400 
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ESTATE 3 (Estate rental £1,000) 
This owner responded but slowly to the Government's lead by spending only 30 per cent of his income on 
maintenance for the 5 years to 1958-59, increasing this to 60 per cent for the 5 following years to 1963-64; 
for the next 5 years he will be spending 70 per cent and for the 5 years to 1973-74 he will spend all his income 
on maintenance. Prior to the [963 Act, tax relief 1959-74 was available to thls owner on a total of only 
L £9,400, but under the 1963 Act, relief is now avallable on £11,500. 


i 2 3 4 5 6 7 { 
e » 


Relief before 1963 Mir part of column 


v Maintenance cost | Act. (Average ove which relates to lief after Relief as suggested | Relief as suggest 
> Tax year during actual year SE five years expenditure in. cur. Re 3 hee Pee Alternativo I ander Me 
and Statutory Relief) | "^t dier period 
[954-55 300 - 
|. 1955-56 300 - i 60 
1956-57 300 120 
1957-58 300 180 
1958—59 300 l 240 
— 1,500 — 600 
1959-60 600 300 - 300 300 300 
` 1960-61 600 360 120 360 360 360 
1961-62 600 420 240 420 420 420 
1962-63 600 490 360 480 480 480 
1963-64 600 540 480 ` 540 540 540 
—- 3,000 —— 2,100 — 1,200 —— 2,100 —— 2,100 —— 2.100 
1964-65 700 600 —— e —i [,600 1,500 1,800 
1965-66 700 620 700 700 700 
1966-67 700 640 700 700 : 700 AL 
{967-68 700 660 700 700 700 
1968-69 700 680 700 700 700 
— 3,500 —— 3,200 ) —— 4,400 —— 4,300 —~ 4,600 
1969-70 1,000 700 1,000 1,000 1,000 
1970-71 1,000 760 . 1,000 1,000 1,000 
1971-72 1,000 820 1,000 1,000 1,000 
1972-73 1.000 880 1,000 1,000 1,000 
1973-74 1,000 940 1,000 1,000 1,000 
——- 5,000 —— 4,100 — 5,000 —— 5,000 = 5,000 
£13,000 £9,400 £11,500 ' £11,400 . £11,700 


ESTATE 4 (Estate rentai £1,000) 


This owner failed to follow the Gcvernment's lead to put his estate in good order and spent no more than 
30 per cent of his income on maintenance in the 10 years to 1963-64, but for the next [0 years he will be 
spending all his income on maintenance. Prior to the 1963 Act, tax relief [959-74 was available to this 
owner on a total of only £9,400, but under the [963 Act, relief is now available on £11,500. 








2 3 4 5 6 7 
Relief before 1963 | That part of column = 
Maintenance cost | Act. (Averege over | ? wich relates to Relief after Relief as suggested | Relief as suggested 
during actual year | previous five years eA Turan “iod 1963 Act under Alternative | (under Alternative 2 
and Statutory Relief) | TEE ente pario 
1954—55 300 - * > 
1955-56 300 60 
1956-57 300 120 
1957-58 300 130 
1958-59 300 240 
— 1,500 —— 600 
1959-60 300 300 - 300 300 300 
i960—61. 300 300 60 300 ‘ 300 300 
1961-62 300 300 120 300 300 300 
1962—63 300 300 [80 300 300 300 
1963-64 300 300 . 240 300 300 300 
1964—65 1,000 300 ; S| 0 . 1,000 1,090 
1965—66 1,000 440 1,000 1,000 1,000 
1966—67 1,000 580 1,000 1,000 1,000 
1967-68 1,000 720 1,000 1,000 1,000 
1968—69 1,000 860 i 1,000 1,000 1,000 \ 
— 5,000 —— 2,900 , —— 5,000 ——— 5,000 — 5,000 
1969-70 1,000 1,000 1,000 1,000 i,000 
1970-7 | 1,000 1,000 1,000 1,000 1,000 
1971-72. 1,000 1,000 1,000 1,000 1,000 
1972-73 1,000 . 1,000 .1,000 1,000 1,000 
1973-74 1,000 1,000 1,000 1,000 1,000 


£13,000 | £9,400 | . ' £11,500 | . £11,500 £11,500 
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-MAKE THE MOST OF BOTH BY HAVING 
E YOUR MONEY ON DEPOSIT 


Time makes you money in a Deposit Account. The most profitable way of 
saving safely is to open a Deposit Account with Lombard Banking Limited. " 
Your money continuously earns the maximum safe rate of interest —current 
rates (paid without deduction of Income Tax) and withdrawal periods are 
as follows:— 
3% on Deposits for a minimum period of 7 days at 
7 days’ notice of withdrawal. : 
3 Loy, on Deposits for a minimum period of 1 month 
2 °” at 1 month's notice of withdrawal. 
det, on Deposits for a minimum period of 3 months 
at 3 months notice of withdrawal. 
5% on Deposits for a minimum period of 6 months 
at 6 months’ notice of withdrawal. 
The minimum amount accepted to open a Deposit Account on 
any of the above terms is £100. 
Write, telephone or call for further particulars to the General Manager and 
for your copy of “Deposit Account” Booklet No. 101. 


| LOMBARD ) BANKING 


Head Office: LOMBARD HOUSE, CURZON STREET, PARK LANE, LONDON, W.1. 


GROsvenor 4111 (30 lines) 
Branches throughout the British isles 
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HOW AUTOMATIC IS*AUTOMATIC'?. ~ 

In any field ‘automatic’ is as automatic as the front runner. 

In the field of machine accounting, ‘automatic’ is now as automatic as the 

new Olivetti Audit 24-class models. 

As automatic as this: 

e operator intervention is confined to figure entry and to one simple dé- 
cision between a ‘normal’ and an ‘exceptional’ posting sequence; 

e no posting can be made until the correct pick-up balance has been 
automatically proved; 

e automatic selections can be made by the content (zero or otherwise) 
or by the sign of the content (plus or minus) of a register. 

And yet the Olivetti Audit 24-class machines are less expensive to 

install and to run... 








H 


H 





as organisations and firms like these The Automobile Association 
Co-operative Permanent Building Society: Dunlop Rubber Co Ltd - H J Heinz Company 
Limited - Holmwood Advertising Limited-1C]*- Lancashire Dynamo Electronic Products 
Limited - Mersey Docks and Harbour Board - Negretti & Zambra Limited - Routledge & 
-Kegan Paul. Limited The Rover Co Ltd - Scandinavian. Airlines, System - The Times ^" 
Publishing Company Limited Tyrolean Travel Limited have already discovered << 


| m m ge ur oc 
British Q i i vetti Ltd. - 30 Berkeley Square - London W 1 
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Increased Productivity — 


The Role of Finance - II 


(Financial reporting, business controls, the elimination of 
paper work, and mechanization) 


by S. R. HARDING, F.C.A. 


Communications 


OOD communications at the top depend upon 
the ability of managers to understand each 
other's problems and for that reason I am a 


top potential men are freely transferable between 


} great believer in a flexible organization in which 


| 







t 


functional departments. This is something which 
already exists, but is being developed as a matter of 
urgency, in Shell. 


71. As regards communications on the finance 
front, I mentioned earlier the question of visits from 
the centre to the operating units — in our case from 
London and The Hague to our operating 
companies. Apart from visits in connection with some 
‘specific matter, such as taxation or large-scale local 
financing, each operating company is visited once 
every three years. By experience we have built up a 
check list of points covering every financial aspect of 
the business, with the emphasis upon internal 
controls, increased efficiency and less paper work; 


»preciated by those running the companies. They 
e particularly valuable in assessing the ability of 
staff — sometimes the men who show up indifferently 
when they visit us in the central office prove to be 
towers of strength on the job. Visits are also useful 
as a means of obtaining first-hand knowledge of the 
operations; in a week one can learn more about what 
is going on than one can learn from months of 
reading correspondence and files. 


72. Occasional meetings of top level finance men 
help to build up a valuable link of communication 
on a personal basis. Over the past six years we have 
held meetings in Rio, Kenya, Hong Kong and 
London for our representatives from companies in 
thé Western, African, Eastern and European regions. 
At the European meeting at the end of 1962 we 
concentrated on the streamlining of office procedures 
and it was encouraging to note that in the Common 


| these visits are invaluable to us and in general much 


^ Market companies and the United Kingdom there 


had over the past three years been an increase of the 
order of 40 per cent in the volume sold with a reduc- 
tion of finance staff over the same period. 


73. The screening of requests for management 
accounting information calls for good communica- 
tions with the operators and an understanding of 
their problems. Accountants have the reputation of 


being gluttons for paper work and sometimes a bad 
name for requiring everything 'accurate' to the last 
penny. Nevertheless I have found recently, since the 
pressure has been on to cut out unnecessary work 
and save staff, that 1 am frequently defending the 
finance representatives in the operating companies 
from the insatiable appetite of others for figures of 
all sorts. Seeing the whole picture one is in a strong 
position to point out to the operators that many of 
their requests are unjustified and to suggest other 
more useful information which may be easier to 
obtain. 


74. Àn importan: point on communications with 
one's own staff is that they do need a deliberate effort 
from the top and they must be seen to exist. Our 
experience is that there is a demand from the lower 
level of management for information about the 
company’s affairs, whereas the rank and file are often, 
unfortunately, not s» much interested in this as in an 
opportunity to make a point about matters which 
affect them personaliy. 


75. À constant danger to be guarded against, 
sometimes, said to be justified in the interests of 
communications, is the large meeting, packed with 
amateurs and non-experts, which sits for hours to 
'exchange views' and never reaches any conclusions. 


Cutting Out Unnecessary Paper Work 


76. In most large organizations a proportion of the 
clerical work is non-productive and can be classed as 
"doing business with oneself — an unprofitable 
pastime. There is also a common tendency to insist 
upon an unnecessary degree of perfection in figure 
work, which costs money and gives no return. 


77. British industry is in a phase when profit 
margins are being squeezed more and more by 
competition from Europe and, though increased 
volumes may offset this to a certain extent, returns on 
capital employed will fall unless efficiency can be 
increased by cutting out the fat. The initiative must 
come from top management who will have to manage 
‘by exception’ and no longer allow a costly mass of 
information to be kept ‘in case they should ask a 
question’. The problem is put into perspective when 
we consider that, with tax at 50 per cent, every 
£1 saved is the equivalent of selling another {10 


e >, da 


THE 
450 ACCOUNTANT 


worth of goods in a business where net profit 
margins are 5 per cent. Therefore: | 


(2) no office procedure and no information 


produced should be taken for granted; every- . 


thing going on in the office should be critically 
examined, and periodically re-examined. If it 
does not spark off action which increases 
profitability, or usefully appraise past per- 
formance, it should as a rule be cut out; 


(b) what 1s left in the way of office work, the bare 
essentials, should if possible be mechanized. 


78. This being agréed I should like you to give 
consideration to the points listed below, and to 
anything of this nature in your own organizations 
which may be of interest in the discussions — 
particularly ‘success stories’. Some of the points 
confirm the thoughts which I have expressed else- 
where in this paper and they should produce some 
fruitful discussion. If you have not already seen it I 
think you will enjoy the accompanying cartoon 
which sums the problem up rather neatly, and 
shows that the Russians also ‘mean business’:  . 


(1) The middle layer of clerical workers in most 
companies, i.e. the men with (say) twelve 
others responsible to them, may have a vested 
interest in paper work. What can be done to 
make them profit and cost conscious? What 
incentives can be offered and what yardsticks 
of efficiency can be applied? 

(2) The best way of reducing numbers in a head 
office is to reduce and then standardize the 
flow of reporting and other paper from the 
field. What are the minimum essential head 
office requirements in organizations of different 
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shapes and sizes, i.e. what do top management 
get and what do they do with it? 

(3) At what level of operating unit is it of value d 
to establish profitability figures, involving a lot- 
of clerical effort, bearing in mind that some of 
the vital elements of profitability, e.g. pur- 
chasing, selling prices, etc., may be outside the 
control of the manager of the operating unit? 

(4) Efficient budgetary control.and forecasting is 
essential, but ‘warmed up’ figures of past costs 
are useless as targets. The preparation of 
budgets and forecasts takes time as does their 
comparison with actual results. What are the 
essentials? i 

(5) If costs are properly controlled before the 
money is spent it might be said that no ‘cost 
controls’ on paper would be necessary. How 
far can one go along this line? How often and 
in what detail should cost figures be produced. 
which are both meaningful and of value as a." 
basis for action? 

(6) Is the historical allocation of overheads and 
indirect expenses to operating units, or to 
individual products in a marketing organization, 
worth while except as a special study? Are 
notional profitability figures worth having? 

(7) Organization charts are a good thing but if taken 
too far they can tie up an organization by 
setting up a number of small watertight 
boxes ~ each with a chief: too many staff result 
through loss of flexibility. Similarly too many 
layers of authority lead to a duplication of 
effort and over-staffing. What views are there 
on these points? 

(8) There are very few jobs in the office "e 


No matter how many people we take on we still can't find out why production costs are so high. 
~—From Krokodil. 
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cannot be done with less staff when the pressure 
 — to economize is on. In most businesses staff and 
labour numbers, with the overheads which they 
attract, are the key to costs. This being so, 
should not greater attention be paid to staff 

. numbers? 

(9) Are monthly financial figures, e.g. of profits, 
costs, etc., always worth the work involved in 
producing them when, over such a short 
period, the figures are apt to be distorted by 
exceptional items? 

(10) Statistics of output and sales are interesting 
but do not necessari lead to increased 
profitability. Is the cost of producing statistics 
always matched against their value? 


(11) The important matter of collection and credit 
control receives a varying degree of attention 
in different companies and the procedures also 
vary. What are the essentials? 

(12) A lot of clerical work often goes into the control 
of returnable containers. Is this worth while 
and what are the possible short cuts? 


(13) What about stock control and stock valuation? 
These are key figures when arriving at profit- 
ability results, but how detailed do the controls 
and valuations have to be? 

(14) The physical control cf material not for resale, 
i.e. stores, construction material, etc., is vital 
but is it necessary to allocate the cost of every 
nut and bolt to operating units or expense 
headings? Is there any disadvantage in the 
greater use of ‘non-costed’ stores, the cost 

. of which are written off on purchase? 

(15) Bulk stocks of valuable liquids, e.g. oil, are 

@ -often measured at 1 5° in order to improve loss 

control by eliminating the effect of temperature 

variations. These calculations call for a lot of 
clerical work and, since a fraud can in any 
case be carried out by falsifying the temperature, 
is there not a case for taking a calculated risk 
by measuring the liquids at natural temperature? 


(16) Is it necessary to make a roo per cent check 
on suppliers’ accounts or to send monthly 
statements of account to customers who are 
quite capable of keeping their own record of 
what they owe? 

(17) Time is wasted in some organizations by the 

need to obtain several signatures before a 
payment can be made. Since the first signature 
is invariably the one which matters, and on 
which subsequent signatures are apt to be based, 
are the others necessary? 

(18) The presentation of the same information in 
figures and in graphs is a common source of 
wasted clerical effort. Is this luxury worth the 
cost in clerical time? 

(19) Some form of internal audit is essential but it 
can be expensive and completely unprofitable 
if based on routine checking. Has the efficiency 
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"audit, the audit of built-in controls, and the 
audit in depth of selected aspects of the 
business been sufficiently developed? 

(20) In the field of puched-card machines, is it 
necessary to employ people whose sole job is to 
: check the holes punched by others in the cards — 

' should not ‘key punch verifying’ be restricted 
to spot checks? 

(21) To what extent are manuals of EE 
job content, etc., essential? 

(22) How detailed do staff reports and record need 
to be? 

(23) To what extent can office services be stream- 
lined, work contracted out, etc.? (In most of our 
companies office services are, unfortunately, 
the responsibility of finance.) 

(24) Do time clocks or books for office workers 
serve any real purpose — they involve some 
checking which may be unproductive? 

(25) Methods studies can be expensive if they are 
not carried out with urgency by the right men, 
and so can conferences and courses. Do they 
always show a pay-out? 

(26) Machine developments make it increasingly 
easy to obtain information but the input has to 
be prepared in a form which the machine can 
handle, i.e. on cards or tape, and when the 
information is produced it has to be studied by 
somebody — all this and the machine time cost 
money. Who is to say what work should be put 
on to a computer or tabulator, and allocate 
priorities? 

. (27) Should data processing machines be the line 
responsibility of the finance organization in a 
company or should they be run by an independ- 
ent group as a ‘service bureau’ within the 
company? 


l (28). With rapid developments in the field of data 


processing machines, and constantly improving 
machines on offer, it is all too easy to lose 
sight of the original pay-out target. Is there 
always a sufficiently hard-headed approach 
to the use of computers, with a frequent 
review of achievement against the pay-out 
target? 
79. All these are questions which we have been 
profitably asking ourselves recently and I feel sure 
that you will have other points to add to them. 


Office Services 


8o. In many organizations finance is saddled with 
the responsibility for office services and this paper 
would not be complete without some brief reference 
to the problem. 

81. With our recent move into Shell Centre, 
giving us a concentration of some five thousand 
people who were previously spread over many 
different offices in the City, two points particularly 
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have struck me. One is that there is a tendency for 
bureaucracy to creep in when services have to be 
organized on such a massive scale. The benefits 
of concentration can be lost if people, left to operate 
without the close supervision inherent in a small 
organization, build up an empire in, say, stationery, 
laying down unnecessarily rigid rules, getting people 
to fill up unnecessary indent forms, etc. The other 
point is that the built-in resistance to change can 
sabotage good ideas unless a few people at the top 
interest themselves and experience the effect of the 
changes personally. 


82. On the whole I think that the U.S.A. is ahead 
of the United Kingdom in taking advantage of the 
improvements in office equipment: there is an excel- 
lent booklet by Mr J. J. Hickey, an American 
management consultant, on this subject. They have 
been less willing than us to accept the excuse that 
‘something works’ as a reason for not trying to 
improve it. Quick reading is a good example — they 
estimate that the average executive spends four 
hours each day reading and this I can well believe: 
it has been proved that speed can be more than 
doubled and comprehension increased through quite 
a simple method of training. This could obviously 
produce quite startling results in a big office, provided 
that executives do not read twice as much! Absenteeism 
is another: surveys have proved that some 30 per 
cent of absenteeism is usually attributable to about 
ro per cent of the employees ~ often due to a weakness 
at supervisory level. Greater efforts have been made 
to reduce paid overtime and I read recently that one 
' firm eliminated overtime altogether by insisting that it 
should be worked at the beginning instead of at the 
end of the day! They run courses to teach people how 
to be brief in dealing with correspondence and they 
encourage handwritten notes in order to eliminate 
typing and filing. The relationship between good 
output and adequate lighting, especially for older 
staff, has been proved. They are prepared to put 
senior people on the spot if inefficiency is being 
tolerated — for instance, by exhibiting all forms in use 
and getting executives to initial those which they say 
they need. I do not imply that we are doing nothing 
in this respect but I feel sure that there is plenty of 
scope in the United Kingdom for increased pro- 
ductivity in these matters — even if we do not go so 
far as to weigh our executives each month and enrol 
those who are over weight in the ‘Fat Men’s Club’. 


Computer Developments 


83. The emphasis in this paper so far has been 
upon straightforward methods and common sense — a 
tremendous amount of streamlining can be done in this 
way to increase productivity, but in a large organiza- 
tion a great deal more can then be achieved with the 
use of the latest machinery. Mr W. G. Melrose, who 
is the head of our data processing division in London 
and a member of the Scottish Institute, has kindly 
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come here today in order to answer any questions 
of detail on this subject. 


84. In North America we have been using com- _ 
puters for a long time, both for data processing and 
technical work, and some other Shell companies are 
not far behind. Our annual bill for the rental of 
computers and other data processing equipment is. 
formidable, about 50 per cent of this being spent 
in the U.S.A. and Canada and 25 per cent in France. 
Belgium, Germany, Holland, Italy, Venezuela, the 
Dutch West Indies and the United Kingdom are also 
makirg good use of computers, as we are in the 
central offices in London and The Hague. About a 
dozen other companies are planning to replace their 
punched-card systems with computers in the very 
near future. 


85. There are of course opportunities on the 
technical side of our business, e.g. in the program- — 
ming of yields in refineries, in the planning of supply 
routes, etc., but I must concentrate here on the 
contribution made by computers in the paper 
problem, i.e. in data processing. We have tackled all 
the obvious applications, that is to say, payrolls, 
cost control, sales statistics, invoicing and customers' 
accounts, stock and materials control; we have had 
our teething troubles, but an increasing number of 
success stories are beginning to come in. We judge 
success strictly on the basis of pay-out, i.e. through 
reduced costs or new and quicker information of real 
value: and here one has to be careful not to attribute 
cost reductions to computers if they could have been 
achieved by improving the systems with the existing 
equipment. A couple of years ago we were concerned 
about this question of pay-out and called a meeting 
of major user companies at which we made this cleaug 


86. One of the snags about renting any machine 
is that it is all too easy to change it for something 
more up to date or more attractive, before one has 
had to face up to the discipline of showing a pay-out. 


'For this reason, among others, we now consider very 


carefully when instaling new machinery whether 
we should rent or purchase — although I must admit 
that most of it is rented. 


87. Unlike some of the American oil companies we 
have not standardized on any one make of computer 
although some of us feel that we might have saved 
time and money had we done this to a greater 
extent. The pros and cons on this point are too 
obvious to go into here, neither do I want to go over 
all the usual computer ground again as there have 
been some excellent articles written recently on this ` 
subject — notably I think those by Mr Hopper of 
the Coal Boardi. It may be of interest to you, 


1 See Dudley W. Hooper, M.A., F.C.A., ‘Coal Board Story — 
Integrated E.D.P. in a Nationalized Industry', The Account- 
ant, December 15th and 22nd, 1962; and ‘Impact of 
E.D.P. on Audit Techniques’, The Accountant, February 
23rd, 1963. — Editor. 
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however, if I outline some of the problems we have 
come up against so far: 


(1) We have found that this highly technical and 
rapidly developing field is one in which our 
operating companies need a good deal of 
advice from the central office when choosing 
and installing a machine. We are building up a 
useful pool of experience and we can help 
by sending men out during the planning and 
start-up periods. So far, however, we have not 
achieved much in the way of standardizing 
computer programmes. 


(2) Our policy is to run the computers as bureaux 
giving service to their organizations as a whole, 
but since the data processed up to now is 
largely based on, or stems from, information for 
which finance is responsible, the computers 
are almost without exception placed within the 

F^ finance organizations of the operating com- 
panies. This pattern may change as the com- 
puters tackle more work outside of finance, 
when the computers will tend to be run by 
independent bodies who are not themselves 
users of the computers' output. We shall then 
have to keep a tight hold on time-tables, etc., 
in order to meet financial deadlines. 


(3) I think more could be done to perfect the 

appreciation courses laid on for the users of 

" computers. It seems to me that one should 

tailor-make these courses for the various 

groups of people, e.g. internal auditors, in 

order to emphasize the aspects of greatest 

Sea? value to them — and above all avoid too many 

, technicalities. [ hope to learn something from 
D you on this point. 


(4) I am not too happy personally about the career 
development of computer experts. What does 
one do with a good man aged 35 who has been 
running the computer organization in a big 
company for five years? 


(5) In our costing process, we are finding it 
increasingly important to make a charge to the 
users in order to stop them making unnecessary 
demands upon the computer's time or making 
constant changes in their requirements, since 
re-programming is a big job. 

88. By experience we have learned the following 

lessons: 


(1) The starting-point for a study regarding the 
acquisition of a computer is to determine the 
exact requirements. A clear statement of 
objectives is required from management and 
the need for each existing report must be 
ascertained and justified. It is a waste of time 
and money to introduce a computer before this 
has been done: a good system without a 
computer is better than a bad system with a 
computer. 


(2) On the introduction of a computer an all-out 


effort must be made to inform management at 
all levels of what it can do — with a minimum 
of detail about how it works — and to enlist 
their support for systems analysis studies. The 
effect on personnel and staff morale, even at 
thé investigation stage, needs careful attention 
at top level. 


(3) Centralization of work is necessary and this 
means that there must be strict observance of 
laid-down procedures, based on a uniform 
code. 


(4) Sufficient time should be allowed to train staff, 
or recruit if necessary: morale will be more 
easily maintained if existing staff are redeployed. 
The problems of the time necessary to pro- 
gramme operations adequately is one which 
computer-manufacturing companies tend to 
minimize, 

(5) The latest high-speed machines are expensive 
to operate so that the correct coding of input 
data has become increasingly important in 
order to avoid a waste of money and effort 
through stoppages. Clerical staff numbers in 
the field are being reduced but it is felt that 
coding should be decentralized with the 
minimum of subsequent control. This includes 
the possibility of transferring the responsibility 
for coding to the operational units and thus 
cutting out queries on the information fed back 
to them from the computers. 


(6) During the period of change-over to computers 
it is necessary to make use of a small group of 
trouble-shooters, to smooth customer relations 
when errors occur. 


(7) It is essential that the internal and external 
audit should accompany the development of 
computer (and also puncbed-card) procedures 
so that the building into the system of 
satisfactory internal controls is agreed upon by 
all from the start. 


(8) In general we have found that the cost of a 
medium-sized computer is roughly equivalent 
to that of three tabulators and there is the 
advantage with a computer of quicker infor- 
mation and the ability to absorb increased work 
loads. 


89. A significant step forward in the profession was 
the announcement by the Council of the Institute 
in August this year that there is to be a pilot course in 
January 1964 following which the Council will 
consider running a series of courses with special 
reference to the control aspects. 


Recruitment into Finance and Training for 
Management 


go. The most efficient organization will soon 
deteriorate it if does not attract a steady inflow of good 
men, and I should like to touch on our recruiting 
policy and on what is required of young men in 
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industry ~ a subject admirably dealt with by Mr 
Searle of B.P. at Oxford last yearl. In general we 
look for a blend of qualified accountants and graduates 
(regardless of what they have read): if we can get 
good men with both a professional qualification and a 
degree or up-to-date knowledge of computers etc. 
we count ourselves lucky. There are about eighty 
chartered accountants on our payroll, the majority 
working overseas, and there is always room for more 
if they have what we want in the way of personality 
and character, with potential as business men. We 
are aiming high because we know that more and 
more of these men will be called upon in the future 
to leave finance and manage autonomous operating 
units, and I am sorry to say that we sometimes find 
the essential qualities lacking in the qualified men we 
interview. This I regard as due to the facts that (a) 
the academic standards for entry into the profession 
have not up to now been high enough - I should have 
thought two 'A' levels the minimum essential, and 
(b) the training under articles could still be improved - 
this I touch on later. But we are convinced that, other 
things being equal, we could do with more qualified 
accountants of the right type since they can be put 
straight into a job of some importance and give us 
an immediate pay-out. 

_ 91. Mr J. W. Platt, a director of Shell Transport & 
Trading and chairman of the Foundation for 
Management Education and of the United Kingdom 
Advisory Council on Education for Management, has 
pointed to the need to replace what is outdated 
whilst preserving what is valuable, in our efforts to 
increase business skill. He stresses the need for 
training in the effort of thought — something which, 
to my mind, is given insufficient attention in our 
exams which set a premium upon the ability to 
memorize facts rather than to analyse situations and 
reach decisions. If we do not watch this point young 
chartered accountants are going to be at a disadvantage 
when matched against graduates coming into industry 
with minds trained to think and reason. Mr Platt has 
also pointed to the danger of specialists missing 
promotion, to which they are otherwise entitled, 
through the lack of broader education and experience 
of being subjected to the discipline of hard con- 
structive thought. He has made the interesting 
observation, often overlooked, that the speed with 
which accurate information can now be made 
available to management through the use of computers 
whilst in a way simplifying the manager's task also 
makes it more gruelling since the consequences of 
misjudgement are more clearly revealed. The develop- 
ment of computers, he suggests, cannot therefore 
be regarded as a support for weak management 
but rather as a tool which is increasingly essential 
to the able and those equipped to use it. He considers 
that management education and training, in which 
we should include our own professional training as 
The Training of Accountants for Industrial Responsi- 


bilities’, by G. W. Searle, D.S.C., F.c.a., The Accountant, 
September 22nd and 29th, 1962. 
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more and more young chartered accountants go into 
industry, should be more directly tied to the real 


needs of business and reflect changes in those needs. 


g2. Whilst there are plenty of good brains about, 
there is a shortage of top-flight management potential 
in the United Kingdom today - a notably weak spot 
being the lack of a thorough understanding of finance. 
Top management’s job, in a nutshell, is to exercise 
judgement over a very wide field and to do this they 
must, firstly, know how to handle people in the 
broadest sense and pick the right men, and secondly, 
I thirk, have a good working knowledge of financial 
matters, without which they can-be no more than 
amateurs in business. 


93. The door seems wide open therefore for 
young qualified men if we can train them not solely in 
the technical aspects of finance but also in the 


development of their powers of thought and imagina-~_ 


tion. In management, character and personality are 
as important as technical skill, and these can only be 
developed by exposure to problems to which there 
is no exact measurement of the answer, to the challenge 
of taking risks and decisions however small, and to 
responsibility. It should not be impossible to take 
this more into consideration in our system of training 


under articles. In Shell we are doing everything : 


possible to expose our young men to these things — 
I can think of some around 30 years of age who are 
responsible for the financial work in small operating 
companies in remote parts overseas and others, 
younger than 4o, who are holding down really big 
jobs looking after the financial affairs of companies 
producing, refining and selling oil with annual 
proceeds of the order, of Zeo million. Obviously, 


to 
do these things, usually in a foreign language which 


has to be picked up on the way, there is a need for a 
good measure of character, personality and ability. 


94. I have been talking exclusively of what we are 
looking for in young men today. What about the 
other side of the coin — what do the young men 
expect of us? I suspect that a career in such a very 
large organization may have a limited attraction 
because they fear that they will get lost or forgotten 
about, and proceed peacefully from the cradle to the 
grave with Shell playing a bigger and bigger part in 
their lives and sapping their individualism. If this is 
so I should like to take this opportunity to put the 
record straight. Recruitment, training and career 
develcpment are aspects of our buinesss of which we 
are proud and it would be short-sighted to make 
economies in our investment in high quality men. 
Without wishing to advertise, I think it is less likely 
that men will get lost in Shell than in a smaller 
organization which may be unable or unwilling to 
spend the same amount of time and money on this 
sort of thing. As regards the other point, in an 
increasingly complex world, where the readiness to 
assume responsibility is all-important, young men 
are encouraged from the start to stand on their own 
feet. The pendulum of our staff pattern, after 
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With most computers you have to wait 
while on-line print-out equipment is 
actually printing. Not with the 400. Tt 
will get on witz another independent 
program without any special instruc- 
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BE tions. You can do an hour's printing, at 
BN —15lines per second, and simultaneously 
EN sort about 75,000 items on 3 tapes—a 
NÉ combined job normally taking about 
NN ` s 12 hours, What makes this time-sharing 
possible? 
ER  Theanswer is built-in 
E Simultaneous Peripheral Processing 


Using the Print’ Storage feature, the 
me Central Processor feeds out an edited 
ES line for the printer, then gets on with 





ER another program. When the printer is 
WS nearly ready for more information, it 


e automatically interrupts the main 
E program—which is then held until the 
EN next ‘waiting’ period. Result: printer 
operates at full speed, Central Proces- 
sor works full time, and two programs 
are processed. 
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SIMULTANEOUS PERIPHERAL PROCESSING 


Honeywell 


ELECTRONIC DATA PROCESSING 


The 400 does the overtime— | 

not your programmers : 

Object programs—updating, sorting— 
can be overlapped with any buffered 
on-line peripheral program—print-out, 
random access searching — without 
special or additional programming. 
With a 400, programmers don’t have to 
work overtime to save time. 
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The 400 matches your growth 


Getting more work done faster is one 
way the 400 can save you real money. 
It wil grow with you too .... when 
Simultaneous Peripheral Processing 
can’t cope, an off-line printing con- 
figuration completely frees the com- 
puter for parallel working. You can 
choose from 3 data transfer rates-—48K, 
96K or 183K-—and that’s not all: you 
can run all programs and tapes on any 
other Honeywell computer. 

For more details, write or phone:. ~ 

Electronic Data Processing Division 


HoneywellControls Limited Moor House 
London Wall EC2 Metropolitan 8581 
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HONEYWELL INTERNATIONAL 

Sales and Service offices in all principal citles of the world. 
Manufacturing in United Kingdom, U.S,A,, Canada, 
Netherlands, Germany, France, Japan. 
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. - . to firms feeling that there could be mutual benefit 
from their becoming members of the Thomas Tilling 
family which, dispersed over a wide field of industry, 
already comprises over one hundred firms with some 
20,000 employees. Members manage their businesses in 
their own way but enjoy the relief and satisfaction which 
derive from linking with an organisation dedicated to pro- 
gress. With the financial support and close co-operation of 
Thomas Tilling they have been able to develop more 
quickly and on a broader basis than if they had chosen to 
stay on their own. They retain their individuality and 
their employees. 


There is room for more hand-picked companies, with 
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Our door is open... 


top, forward-looking managements whose emphasis is on 
growth and expansion. No absolute bar is placed on the 
nature of the business but the tendency is to seek concerns 
which can benefit from the knowledge and experience of 
existing members, or vice versa. 

This invitation — for invitation it is — is principally ad- 
dressed to owners of private companies, who for the reasons 
outlined above, or perhaps for death duty purposes, 
contemplate sharing their responsibilities. 


THOMAS TILLING LTD 


A Family of Firms 
CREWE HOUSE - CURZON STREET - LONDON Wi 


BOARD OF DIRECTORS: W. LIONEL FRASER, (CHAIRMAN). PETER H. D. RYDER, (MANAGING DIRECTOR). GRAHAM G. THOMPSON, (DEPUTY MANAGING DIRECTOR). 
LORD BRABAZON OF TARA, SIR GEORGE BRIGGS, KENNETH H. CHAPMAN, SIR WILLIAM CHRISTIE, GEOFFREY C. R. ELEY, SIR JOHN ELLIOT, ANTHONY E. HEPPER, 
JOSEPH MCKELL, JOSEPH E. MILLBOURN, SECRETARY: JAMES BALLANTINE. 


BUILDING SUPPLIES AND SERVICES Alexandra Bullding Services Ltd., John H. Ashton Ltd., Thomas Graham & Sons Ltd., Halne & Corry Ltd., LIme-Sand Mortar Ltd., 
Newey & Eyre Ltd., Palme:'s Travelling Cradle & Scaffold Co. Ltd., Slater & Co. (Limestone) Ltd. ENGINEERING AND ALLIED TRADES Bagshawe & Co. Ltd., 
Dust Control Equipment Ltd., Gush & Dent Ltd., Hllmor Ltd., Hobourn Group Ltd., Patchett & Co. Ltd., Universal Fisher Group Ltd. INSURANCE Cornhill! Insurance 
Co. Ltd. TEXTILES AND CLOTHING Mark Dawson & Son Ltd., Timothy Hird & Sons Ltd., Holyrood Knitwear Ltd., Henry Lister & Sons Ltd., Pretty Polly Ltd., 
Spray A Burgass Ltd. GLASSWARE James A. Jobling & Co. Ltd., Quickfit & Quartz Ltd., Q. V.F. Ltd. VEHICLE DISTRIBUTION Comberhlll (Yorkshire) Garages 
Ltd., Mercedes-Benz (Great Britaln) Ltd., Stratstone Ltd., V.W. Motors Ltd. OTHER INTERESTS AEROSOLS Aerosol Packaging Co. Ltd. BOOK PRINTING 
AND PUBLISHING Bookprint Ltd., The Heinemann Group of Publishers Ltd. ROAD TRANSPORT R. Hanson & Son Ltd. 
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swinging from the inevitable patchwork resulting 
from the war to a somewhat too even pattern produced 
by the intensive post-war training programme, is 
now back in the middle where it should be. The top 
prizes are going to business men with individualism, 
character and sound technical knowledge, coupled 
with the ability to get along with people without 


always giving way to them. 


A Broader Base for the Work of the Profession 


95. Some professional firms have moved into 
management consultancy, but when one watches the 
progress being made in this field by firms outside the 
profession (and I should stress here that this is 
entirely a personal view) one wonders whether 
enough is being done and whether there should not 
be more official encouragement from the Institute to 
its members in this direction. The profession has an 
entry to industry second to none through the 
statutory audit, and a wide experience of all types 
of industry. It is disappointing therefore to see high 
management consultancy fees going to firms no 
better qualified than our best men to do the work, 
in which financial aspects are usually the most im- 
portant although there are of course other operational 
aspects. Are developments being unduly restricted by 
the somewhat narrow definition of what constitutes 
advertising and promotion in the profession? There 
is increasing reference to this point in our technical 
journals but these are only read by us: what may be 
necessary is a stronger public relations effort aimed 
at the potential customers. The recent booklet 
issued by the Institute was a good start. 


96. À by-product of a move in this direction must 
be that the profession will become more attractive to 


= the young man who wants to make an active con- 


— 


tribution to productivity in industry, both whilst 
under articles and after qualifying. The statutory 
audit is a most important matter, but we should be 
sticking our heads in the sand if we thought it either 
stimulating to those doing the work or as productive as 
industry would like it to be. The training programme 
would need broadening: most men going into the 
profession would welcome an opportunity to study 
management consultancy work and the potential of 
machines, which will in their time revolutionize 
clerical work, and it is necessary, in my opinion, for 
some period of the articles to be spent in close touch 
with management consultancy and computer work. 
It may be that this additional work would be too 
much for a man to absorb in the time available; if so, 
the answer must be specialization in two streams, for 
the profession and for industry, at a certain point. 


97. In Shell we are putting all our promising young 
finance men, and some others, through our computer 
division as soon as possible since we are convinced that 
a sound appreciation of what the machines can do, and 
some knowledge of how they work, will be essential 
for any top finance executive in the future. The lack 
of this will mean that accountants will be pushed into 
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a back room - they will not even be the book-keepers 
since there will be no books to keep. They may no 
longer be required in industry — their places being 
filled by efficiency men, computer experts and 
economists. 


98. Professional firms should lose no time in 
getting to grips with this management advisory work 
(including the use of modern machinery) and I should 
like to discuss the possibility of a series of courses 
(sponsored by the Institute with the assistance of 
people who have had practical experience of the 


" problems in industry) for those who feel themselves 


inadequately equipped. I have in mind here not the 
big London firms, many of which are well into this 


field already, but the medium-sized provincial 


practice which may be missing opportunities by not 
getting into this work. In my opinion advice from the 
Institute in printed form on such matters as manage- 
ment accounting is no substitute for what I have in 
mind. The exchange of views, discussion with 
experts and the time to concentrate on the subject 
can only be obtained at courses. or conferences. 


99. I can see no incompatibility between the audit 
and a management consultancy service — indeed 
there must be duplication and wasted effort if the 
two are not performed by the same firm. I doubt if 
professional firms in general are making enough use 
of their wide experience in order to advise their 
clients on how to run a more efficient and profitable 
business. 


100. In industry, also, men with financial training 
can do more. It is still too common in the United 
Kingdom for the role of finance to be purely account- 
ing and advisory, i.e. as a service to ‘line’ management 
who have the ultimate responsibility for decision- 
making. To be ‘on tap’ and not ‘on top’ is not a role 
which satisfies everybody's ambitions or makes full 
use of their potential and the best men today are 
being drawn to industrial firms which encourage 
them to forget that they have been trained as 
specialists. It is not only the money in industry which 
attracts — it is the opportunity to become a manager 
instead of an accountant. In Shell those ‘line’ 
managers who have come up through finance are 
doing a first-class job, partly because near the top of 
the tree almost every management decision has a 
financial angle and a manager who understands 
finance can take this in his stride. It is significant that 
the top executives in General Motors, Fords and 
Chryslers in the U.S.A. are all ex-finance men. 


ror. I do not know what the Institute takes 
regarding the references which appear from time to 
time in the Press regarding the public's — sometimes 
unflattering — image of the accountant: my own view 
is that they are food for serious thought. Unless we 
can broaden the base of our activities, as I suggest, 
and cease to rely so exclusively upon the historical 
accounting, audit and tax functions, we may be 
allowing difficulties to build up for our successors 
in the profession. The criticisms one reads are 


456 


‘either that we are back-room men, too remote 
from and disinterested in action, or that we are 
flooding the boardrooms, through our ability to play 
around with balance sheets, yet with insufficient 
knowledge of the operations of the business to 
justify this position. 

102. We shall be more appreciated if we train our 
young men and encourage those already qualified 
(whether in the profession or in industry) to act as 
business men with a responsibility to increase the 
efficiency and productivity of the business with 
which they are 1n contact, and looking more to the 
future than to the past. 


103. The majority of the big industrial firms have 
their own organization and methods departments 
and can therefore do a lot of this work for themselves, 
as we do in Shell. Being big they also usually have 
the advantage of widespread international experience, 
although even they — and one can quote I.C.I., 
K.L.M. and Shell as examples — have recently felt 
it necessary to call in outside consultants. The 
majority of firms in industry, however, are smaller 
and cannot afford to keep highly-paid men on their 
payroll for this work, neither do they have the spread 
of experience. Yet a friend of mine, with a sizeable 
industrial business in the provinces, recently wanted 


his organization overhauled and was told that there ` 


was only one firm in his county capable of doing the 
job; he said that his own accountants, quite a well- 
known firm in the provinces, would not in his 
opinion even know how to set about such an assign- 
ment. There must be a big opening in this field and 
I suggest that the hesitancy shown by all but the 
larger professional firms may be due to a lack of 
confidence in their ability to do a good job. 


A Suggestion for Courses in Management 
Accounting etc., to be Sponsored by the Institute 
ro4. Although it is possible for a professional firm 
to send representatives to courses run by management 
consultants and others in order to study the tech- 
niques, I doubt if many do this — the courses are 
expensive and may be over-done. But if courses were 
to be sponsored by the Institute, with the programmes 
and material drawn up with the aid of those of us 
who have had this experience in industry, I feel sure 
that they would be well supported. The discussion 
leaders might be a blend.of active and recently- 
retired industrialists. A few subjects which come to 
mind are: 

. (1) techniques of management accounting; 

(2) mechanized accounting; "NN 
- 3) clerical procedures — the elimination of paper 
/' work, staff economies, etc.; 
` (4) forecasting and targets; 
_ (5) cost control; 

. (6) working capital control; 
^ (7) business yardsticks — measurement of profit- 

. ability, selective marketing, etc.; 
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(8) efficiency audits; 

(9) internal controls; 

(10) financing and investment; 

(11) pay-out and profitability calculations — dis- 
counted cash flow; 

(12) practical foreign exchange problems; 

(13) organization; 

(14) case studies; 

(15) financial 'education' for management. 

105. Given this opportunity I think that professional 
firms will feel that they are being actively encouraged 
by the Institute to tackle the problem: the fact that 
the courses are sponsored by the Institute will be 
concrete evidence of this — mere exhortations are 
not enough. 


106. How would this be put to practical use? With 


A 


Kä 


a little salesmanship (if one can use this term without ~ 


being unprofessional) any business, however small, 
should be glad to have an objective assessment of its 
efficiency in these matters from time to time — 
perhaps every five years. As regards the cost I 
should imagine that the time involved on such a 
survey would be much the same as that spent on an 
annual audit. We do a similar job when we visit our 
operating companies and I cannot remember a visit 
which has not amply repaid its cost through increased 
efficiency; with a comprehensive check list one is able 
to cover quite large companies single-handed in a 
surprisingly short time. We have the advantage that 
our companies are similar, although they deal with 
many different functions of the business and in 
different languages, but as against this a firm of 
auditors would start off with a very detailed know- 


ledge of how each business is run. 


107. One of the great things about such a develop- 
ment would be that it would make the work of those 
below the level of partner in professional firms a 
great deal more interesting, thus probably raising 
the standard, and new intake would welcome, this 
broader horizon if it is reflected in their training 
programme. It should also help to stop, or even 
reverse, the present drift of good men into industry: 
this must be a bad thing for the profession which as a 
result is, I suspect, overloaded at present with men 
who have no hope of partnerships and perhaps too 
little confidence in their ability, or too many domestic 
commitments, to try their luck in industry. 


108. Industry needs the advice and help of the 
profession and the door is still open, but unless we 


move in quickly others will do so and-a great 


opportunity will have been lost. 


A Suggestion for Postgraduate Training, 
to be Sponsored by the Institute 
109. The number of properly qualified management 
teachers in this country is negligible and the volume 
and quality of business training far too low. According 
to The Financial Times some five thousand students 


\ 
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in the U.S.A. take a Master's degree in business 
studies each year and another one hundred are 
awarded Doctorates for specialized research. There 
Je a vacuum to be filled here and the universities and 
others are aware of this: but I am not convinced that 
business skills will best be taught and studied in the 
atmosphere of universities, unless they have the close 
co-operation of industry and of our own profession. 
110. There is a strong case in my opinion for the 
Institute to participate in, or even set up as a post- 
graduate course for newly-qualified men, a Depart- 
ment of Management Education and Research at a 
high level on the lines of the Harvard Business School 
or M.I.T. I believe that this would attract a number 
of high-quality people from industry (and possibly a 
few from professional practice) as tutors — I have in 
mind particularly those from organizations such as 
my own who retire at the early age of 55 if they have 
done a lot of overseas service. This incidentally 


Pwould represent a contribution by industry to the 


raining of the coming generations — I believe there 
has been criticism of the fact that industry absorbs 


such a large proportion of our members but plays. 


little or no part in their training. If successful, as I 
have no doubt that it would be, it should at least 
cover expenses and amply repay the effort: by 
producing more all-round financial managers, both 
for the profession. and for industry. We are still 
regarded in the United Kingdom as the leading 
professional body in the business world and should 
be well qualified to tackle this problem. A public 
demonstration of foresight and energy such as this 
might have considerable public relations value. 

11I. The short courses for existing members of the 
profession referred to in paragraph 104 (which might 
be run centrally for a year, after which the district 


societies could probably continue them more con- 


EI 


veniently) would serve as an admirable 'pilot plant' 
for the more important postgraduate courses, if it 
is considered feasible to set these up ourselves. The 
latter might last for about three months each, 
extending well beyond the field of subjects which I 
have suggested for the other courses and covering 
every aspect of business management with the 
emphasis on discussions, case studies, etc. The 
newly-qualified men would be made to think for 
themselves and to weigh the solutions to practical 
problems with experienced tutors. If three courses of, 
say, one hundred men each could be handled 
annually it might be a good idea to invite twenty 
to each course by the award of scholarships on the 
basis of their performance in the Institute's final 
examination, and interview, in which case the 
remaining eighty places could be filled by application, 
interview and the payment of whatever fee is neces- 
sary to make the project solvent. If the overall annual 
cost were to be in the region of £75,000, including 
interest on capital and the salaries of, say, eight 
first-class tutors, the 240 paying students would have 
to find about £300 each for a course lasting three 
months. | | 
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112. A criticism of such a scheme might be that 
after studying and working under articles for anything 
up to five years, on a very low salary, many young 
men want to earn a living wage and stand on their 
own feet: but an increasing number will I feel sure 
take a longer view than this, or be encouraged to do 
so by their parents, as they already do in the United 
States and most other European countries; indeed 
this postgraduate course might have the effect of 
attracting better quality into the profession, whilst 
the scholarships might supply the extra stimulus to 
do outstandingly well in the examinations and not 
just scrape through. And here I should like to stress 
that I regard six 'O' levels as an inadequate standard 
for entry into the profession — leading, I suspect, to a 
good many failures and disappointments. It has been 
said that undertaking is the job for a boy with ‘O’ 
levels in divinity and carpentry — we do not want 
similar comments about six 'O' levels and our own 
profession! 


113. At the time of writing, the position, which 
may be overtaken by developments before our 
meeting in September, is that there are three groups 
pressing for the provision of advanced business 
studies. These are: 


(1) The Foundation for Management Education, 
-which has secured the support of Govern- 
ment funds and is backing schemes in a few 
universities. 


(2) A group which would like to see a single 
university, not yet built, chosen as the principal 
centre for these studies. 


(3) A group which at one time considered that 
industry should set up a new centre, apart 
from the universities, but now seems likely to 
combine its efforts with the first group. 


It should not be too late for the Institute to play 
an important part in any of these schemes or to set 
up its own scheme: Mr Platt has told me that the 
Foundation for Management Education is keen to get 
our co-operation and I support this route, rather than 
to ‘go it alone’ which would mean a further dilution 
of the national effort. 

In my opinion we should cater for existing 
members on the lines set out in paragraphs 104—108, 
whilst for the future generations we should give 
strong support to the Foundation for Management 
Education. I believe that no more than about ro per 
cent of our articled clerks have been through a 
university, although many more would have had 
this opportunity in other developed countries where 
university places are less tight. Anything we can do 
to give these men the chance of even a year at a 
university after qualifying is worthy of strong support. 

I regard this as by far the most important issue 
touched on in this paper, and if we do no more today 
than formulate our views on this subject alone, we 
shall not have wasted our time. 


ee vg (C oncluded.) 
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~ Weekly Notes 


STRENGTH FOR THE POUND 


_TQIGURES released for September show the 

United Kingdom’s gold and convertible currency 
reserves to have gone up by £8 million to £977 
million. Ignoring special factors, this is the sixth 
consecutive increase in the reserves since the run 
on the pound in March of this year. The September 


"figures are particularly encouraging since the early 


^^autumn is the traditional time for pressure to be felt 


on sterling owing to payments for commodities. It is, 
of course, very satisfactory to have such figures for 
sterling at a time of the meeting of the directors of the 
International Monetary Fund in Washington. 
Underlying the continuing good performance of 
the reserves is the strength of British exports. An 
additional factor became known this week: with the 
publication of the terms of trade for the quarter 
ended August 1963. The index of export prices went 
up by o-5 per cent while the corresponding import 
index fell slightly, a double movement which raised 
the terms of trade to 102, taking 1961 as the base year 
Ioo. An improvement in the terms of trade which 
has been caused by a slight rise in export prices is not 
necessarily a good thing. It all depends what other 
countries’ export prices are doing in those vital 


—. markets where there is competition. The evidence as 


to competitors' strength on price in these markets is 
always out of date but the recent upward pressure 
on costs of production (notably from the side of wages) 
in Continental countries suggests that on this occasion 
a small increase in British export prices is a genuine 
advantage in the terms of exchanging goods. 


T.V.A. REJECTED 


MiB of the pre-Budget discussion on the 
French added-value tax which ultimately led 
Mr Maudling to appoint the Richardson Committee 
to examine its feasibility for the United Kingdom, 
was based on the belief that it constituted a significant 
export incentive. Recent evidence from various in- 


. dustrial and commercial bodies to the Committee 


has not supported this belief, but the latest repre- 
sentations of the Federation of British Industries may 
well be calculated to spell finis to any hopes that 
such a tax would be introduced on those grounds in 
the next Budget. 

The F.B.I. report (Value Added Turnover Tax, 
6s) makes its point in no uncertain terms. “We do not 
understand how the [French] rebate system can be 
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described as having an export incentive not possessed 
by the purchase tax, nor do we understand the 
psychology or logic which may be behind the sug- 
gestion that it is better to pay tax and later have it 
refunded than never to pay it at all.’ In short,‘ pur- 
chase tax is, if anything, superior to the T.V.A.’. 

The F.B.I. report shares the views already ex- 
pressed by other industrial bodies that a greater 
reliance upon indirect taxation than is at present the 
case could, by replacing profits tax or income tax 
with a more broadly based outlay tax, assist both 
exports and economic growth. The reasoning behind 
this argument is that lower direct taxes would increase 
the incentive to work and save, while the higher rate 
of net return on investment would encourage more 
capital intensive production and thus lower produc- 
tion costs. A greater emphasis on capital intensive 
production is certainly needed in the United King- 
dom economy which, more than any of its continental 
competitors, has found that its rate of growth has 
been restricted by the limited supply of labour. 

The effect on prices of switching from profits tax 
to some form of turnover tax is uncertain. The F.B.I. 


' view is that there would be some increase in prices 


although the new tax would tend to be offset by 
abolishing the old. On the other hand, if the profits 
tax were replaced by a universal outlay tax, those 
firms such as the nationalized industries which are 
not liable for the present tax would, notes the F.B.I., 
be forced to raise their prices. It can, however, be 
argued that in the longer run, if the Committee's 
expectations regarding a higher level of investment in 
consequence of the change are fulfilled, then costs 
may be reduced sufficiently to offset the additional 
tax. Obviously, different firms would have different 
experiences. 


£40 FINE FOR EIGHT YEARS’ TAX FRAUD 


HE difficulties facing employers when their 

employees resent P.A.Y.E. deductions were 
mentioned at Kent Quarter Session at Maidstone on 
Monday when two East Kent farmers were each 
fined £40, with 50 guineas costs. They had pleaded 
guilty to making false P. A.Y.E. tax deduction returns 
with intent to defraud, over a period of eight years, 
by omitting overtime payments made to regular 
employees. The two farmers are George Keir, aged 
53, of Hothe Court Farm, Blean, a former Canterbury 
justice of the peace, and his brother, James Keir, 
aged 54, of North Court Farm, Stourmouth. 

The total amount of the omissions from the returns 
was said to be £8,596, and the tax involved was 
£1,078. The matter came to light in a random check 
by the audit branch of the Inland Revenue. Inter- 
viewed in the presence of their accountant, both 
defendants explained (according to The Times, 
October 8th) that the discrepancies were due to the 


. omission of overtime from the tax deduction cards. 


They said that the employees would not have worked 
the overtime if the payment therefor had been taxed. 
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Counsel for the prosecution said that the method 
adopted by the defendants gave them an unfair 
advantage over their competitors; if they had wanted 
to pay overtime free of tax, they could have done so, 
provided that they paid the Schedule E tax thereon 
themselves. 

For the defence it was said that the extra tax had 
now been paid. The employees had declined to work 
overtime 1f the pay was taxed and had said that other 
farmers were paying in full Unfortunately the 
defendants had not sought advice as to how this 
could be done legally. 


ANOTHER FINANCE ACT ANOMALY 


E devoted a recent leading article to some of the 

glaring anomalies patent and latent in the 
Finance Act, 1963. One of the minor ones lies in the 
transitional provisions dealing with properties for 
which maintenance claims were made up to 1963-64. 
Paragraph 11 (2) of the Fourth Schedule provides a 
once for all allowance for 1964-65 to make up 
for the fact that the actual expenditure zm the preced- 
ing five years exceeds the relief available for those 
five years. Elsewhere in this issue we publish an 
article which demonstrates that this provision does not 
go far enough for landowners who incurred above- 
normal expenditure in the ten years to April 1964, 
and are now reverting to lower expenditure. Some of 
their expenditure will go unallowed for ever, whereas 
if the normal maintenance relief had continued, it 
would have ranked for allowance. As the article points 
out, the new provisions hardly accord with the 
Government's policy in the past of urging owners to 
undertake repair work in the post-war period. 


FOUR YEARS OF INTERFIRM 
COMPARISON 


HE Centre for Interfirm Comparison, which is 

sponsored by the British Productivity Council 
and the British Institute of Management, publisbed 
on Tuesday a report covering its first four years of 
activity. During the period, comparison schemes 
have been operated among thirty-four industries and 
trades and over a thousand companies have taken 
part. 

The principal points of interest to emerge are 
the striking differences between the profitability of 
otherwise broadly similar firms and the evidence that 
these differences are not due so much to factors such 
as size and location but to managerial efficiency, or 
otherwise. However, the Centre has not found, on the 
whole, any one single cause of low profitability, nor 
has there been an industry in which the less profitable 
firms were weak in all respects. Rather, it has become 
obvious from the comparisons that there are many 
combinations of strengths and weaknesses: some 
companies show high production efficiency, but 
inefficiencies in marketing or office administration; 
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others excel in purchasing and stock management, 
but are weak in the utilization of labour resources, 
while others again compensate for a slow turnover of 
stocks by a relatively fast turnover of debtors. 


It is abundantly clear from the work of the Centre 7 


for Interfirm Comparison that there is vast scope for 
higher profitability in British industry if companies 
can eliminate their ‘weak spots’ and to help them in 
this task the scheme operated by the Centre can play 
a large part. 


DEPARTMENT STORES REVIEWED 


SELECTION of the statistics from the Census 
of Distribution for 1961 has now been published 
by the Board of Trade. Compared with 1957 there 
were sixty-six more stores in operation which helped 
to increase sales of stores by 20 per cent between 1957 


and 1961. By the latter date there were 784 depart- — 


ment stores in Britain with an annual turnover of over 
£545 million (6 per cent of all total retail sales), and a 
labour force of about one hundred and eighty-two 
thousand. l 

Among the very large stores, of which there were 
fifty-three with trade above £2 million, nine had a 
turnover exceeding £5 million and they accounted for 
over one-seventh of all trade done by department 
stores. Six of the seven were in London. Four of the 
nine largest stores belonged to one concern, two to 
another, and the others were separately owned. The 
three largest concerns accounted for a quarter of the 
stores and nearly one-third of their turnover. There 
is thus a very heavy concentration of large depart- 
mental stores in London and they are in a few control- 
ling hands. l 

Sales per worker were lower than for other retail 
shops selling non-food goods and it is of interest 
that the Co-operative department stores had higher 
sales per employee of £4,400 compared with the 
general level of department stores at £3,300. It would 
be expected that sales per worker in department 
stores would be lower than in the big chains since in 
the latter display and a high stock turnover of standard 
lines replaces to some extent the individual attention 
which the shopper may want from a sales assistant. 
There is a tendency, however, for greater utilization 
of space in stores and an effort to stimulate impulse 
buying to replace personal attention. To that extent, 
one would expect the trend to be for department 
stores to raise their output per worker steadily in 
response to competition from the multiple shops. 


TROUBLE IN MACHINE TOOLS 


"Le machine tool industry belongs to that small - 


but select list of industries which is repeatedly 
exhorted in public to put its house in order. This 
particular industry is one of the most important on 
the list because the efficient production and sale of 
machine tools means, at least to a considerable 
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extent, efficient production tools for the rest of 
industry and better exports. 
Following the news last week that the industry's 
~ order book was in a somewhat depressed state, a 
working party of the British Standards Institution 
has reported as a follow-up to the Mitchell Committee 
recommendations three years ago. The B.S.I. group 
comments that greater application of standardization 
to machine tools would be to the advantage of both 
manufacturers and users. It considers such a step, 
however, to be a long-term project without immediate 
advantage. Nevertheless, they think that every effort 
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should be made to speed up this process of standard- 
ization and that the greatest possible support should 
be given by machine tool manufacturers and users 


"who help in the preparation and application of such 


standards. They think this might be done by financial 
support, by technical assistance in the form of the 
release of expert members of staff who sit on B.S.I. 
panels or by users insisting on standards being applied. 
There is, of course, another side to it. A company 
can establish a reputation for ‘one off? and batch 
production and can have a clear case for not carrying 
standardization of its products too far. 





This is My Life... 


by An Industrious Accountant 


CHAPTER 193 


OOKING through an old correspondence college 
course on office methods I found a section on the 
subject of filing. How well do I remember studying it 
long ago with a view to possible examination ques- 
tions, and reviewing in particular the cogent argu- 
ments put forward in support of the claims for 
centralized, as opposed to departmentalized, filing. 
It was a well-written section. It held the scales 
evenly as between pros and cons, finishing up with 
the shrewd face-saving comment that it all depended 
“on the particular circumstances. 


' Of course, the platitudes it expressed were accurate ` 


and reliable as far as they went. The trouble was that 
they didn't go far enough, because there's no real 
answer to the question of which system is the better. 
Because they're both bad. Furthermore, they invari- 
ably so develop over the years that the final result is 
an amalgam of both of them, theoretically appalling 
but in practice working just well enough to avoid 
being overhauled drastically. The executive-in-charge 
resignedly admits that he knows it's bad, but there's 
nothing better available. i 

Some glib types. say they've organized brilliant 
systems in their own organizations, but they're either 
knaves or fools, to put it overbluntly. Either they 
"won't admit it or they don't know it. 

In my old audit office we had centralized filing in a 
huge room lined from floor to ceiling with shining 
steel cabinets or wooden shelving. They were 
numbered and labelled, with vari-coloured sub- 
-sections for this year’s audit, and for previous years’, 
:and for tax files, and for special investigations. All 
correspondence was indexed, and there was a book 
-to record files borrowed, returned, outstanding, and 
:80 On. i 


Oh, that book! It was admittedly a beautiful 
object in maroon leather, with loose-leaf divisions, 
and protruding tabs (multi-coloured, of course, what 
else would you expect?), and shiny key. It had columns 
full of dates and initials, which recorded faithfully 
the whereabouts of every file in the building. Entries 
could only be made by the chief filing clerk, and 
stencilled follow-up forms dogged the tracks of 
errant borrowers like bloodhounds. 

The only trouble was that the aforesaid recorded 
whereabouts were all too frequently inaccurate. Not 
that it was the fault of the chief filing clerk. She was a 
pretty, grave-eyed girl of phenomenal memory, and 
unfailing helpfulness, and ber assistant, if harum- 
scarum in spirit, worked like a trojan. It was just 
that accountants are human, and humanum est errare. 

You see, a busy gaggle of men just about to 
undertake new audits, or to refer back to the annals 
of the last audit but two, always seemed to be poring 
over tables or leaning against shelves. They referred 
to files for ‘just half a mọ’ ' and returned them to the 
wrong ledge. 'l'he taxation section grabbed a file 
(‘don’t bother to enter it, we'll have it back before 
lunch) and you know what taxmen are. "The ' 
partners followed regulations punctiliously but tended 
to lend one another files and forget all about them. 

The chaos caused by holiday reliefs and by the 
inroads at different stages of at least three seniors 
anxious to offer a permanent home to the pretty 
c.f.c., was indescribable. And if you give a file to an 
articled clerk to return immediately, it's an even 
chance CU turn up three harassed weeks later under 
his executorship law notes in a bottom drawer. Talk 
about needles in haystacks! Of course, duplication 
ran rife, as we all had copies of specially important 
documents tucked away for private reference. 

, So I don't recommend centralized filing. But then 
I like the way Samuel Pepys minimized his problem, 
in March of 1662: ` 
"Io my office, and there sat looking over my 
. papers... and tore so many of these that were 
idis nothing, as filled my closet as high as my 
' knees. ' 
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Description 


W. (SECURITIES) LTD is an anonymous 
esort of title. Two pages at the end of its report 
given to description of its products are therefore 
worth a good mark, for one still sees company 
reports without any clue to tbe business done. 
A. W. covers Associated Weavers of Bradford, the 
carpet makers, 'Armabord' Polyester Decorative 
Laminates, and Armoride with its range of upholstery 
and floor coverings including ‘Kumfy Mats’, as 
advertised on commercial television. 

The year to March 31st, 1963, has been a year of 
recovery. The chairman, Mr Basil M. Lindsay-Fynn, 
B.COMM., F.C.A., points out that group consolidated 
profit was £206,116 before deduction of taxation and 
note interest which compares with a profit, similarly 
calculated, of £70,172 for the first half of the year 
and a loss of {£121,162 for 1961-62. 

Since April, group sales and profits have continued 
to progress. The furniture trade as a whole has 
remained very quiet, though there are signs of 
improvement. The carpet trade is passing into its 
busiest season and there are indications, the chairman 
states, that the company should enjoy its full share of 
the Axminster market. 


Explanation 


Mr Lindsay-Fynn draws special attention to a tax 
point which must be familiar to the accountant but, 
maybe, is not so easily grasped by the average share- 
holder. And he explains it shortly and simply. The 
written down values of fixed assets for taxation 
purposes, he says, have fallen below the correspond- 
ing balance sheet values and this is mainly due to the 
operation of initial allowances over the years. 

As a result, the taxation charged on past profits has 
been correspondingly reduced at the expense of a 
proportionately higher charge on future earnings. 
The directors, he states, have therefore considered it 
prudent to create a Taxation Equalization Reserve 
and have transferred £179,150 from the profit and 
loss account representing tax at current rates on the 
excess. 

Of this total, /45,850 represents the benefit in 
arriving at the taxation charge for the year under 
review and £133,300 the benefit enjoyed in previous 
years. The items come into the consolidated balance 
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sheet under the head of ‘Amount Set Aside for Future 
Taxation’, where, following ‘Income Tax 1963-64 —- 
£37,880, is the Taxation Equalization Reserve of 


£179,150. 


Unsatisfactory 


HAT an unsatisfactory word is ‘satisfactory’ in 

the context of company reporting. At a recent 
Press luncheon much of the talking time was given 
over to attempting to draw from the chairman a 
definition of ‘satisfactory’ in the terms of his forecast 
of a satisfactory improvement in current year 
earnings. 

The year under review had shown a ‘substantial’ 
increase in earnings. ‘Substantial’ was the description 
of a rise of the order of 25 per cent in profits. If that is 
‘substantial’ then what is ‘satisfactory’? That was the 
inevitable question and, equally inevitably, it was not 
answered. 

In the same report the chairman had referred to a 
‘satisfactory’ increase in direct exports. But in that 
case the increase over the previous year was of the 
order of 42 per cent. Relative to the group as a whole 
direct export is a comparatively small figure and a 
42 per cent rise on a small figure is presumably 
‘satisfactory’ rather than ‘substantial’. 

It could, of course, be considered ‘satisfactorily 
substantial’ or even ‘substantially satisfactory’. Again, 
this year’s profits could show a rise which might not 
meet up with the chairman’s own ideas of ‘satisfactory’ 
when he assessed prospects but could prove ‘satis- 
factory under the circumstances’, when the time 
comes. A move to outlaw ‘satisfactory’ would find 
strong support in the financial Press but the compilers 
of chairmen’s statements would fight such a move to 
the bitter end. 


Concerning Members 


OSTSCRIPTS are apt to oil the machinery of 
memory more efficiently than the body of the 
letter above the signature. ‘P.S. I take this oppor- 
tunity to say how I enjoy “Finance and Commerce” - 
and have done so now for thirty years since my early 
articled days’, is the kind of postscript one remembers. 
It was written — and belated but sincere thanks are 
offered for it — at the end of a letter to this column 
on a point which was meant to be raised at the time, 
but which was forced aside by more pressing matters. 
Time has slipped along but the point is worth raising. 
The writer drew attention to the wording of the 
report of the auditors of the Hawker Siddeley group. 
The auditors’ opinion is that the accounts give a true 
and fair view 'so far as concerns members of the 
company’. The reader's comment was: ‘From this 
statement it struck me that such accounts are dif- 
ferent for outsiders or at least give them a different 
view’. 
Is the implication too far-fetched? If it is, then why 
was ‘so far as concerns members of the company’ 
inserted in the report and what does it really imply? 
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CITY NOTES 


E d Ke OVER rather d trend has been this 

eek's stock-market feature. The two-and-a-half 
year equity peak reached just before last week-end 
tempted a fair volume of profit-taking earlier this 
week. 

The effect of this selling was not entirely offset by 
a still heavy buying volume with the result that prices 
tended to become easier in heavy turnover. The high 
level of prices itself, rather than any political doubts, 
seemed to be the reason for the profit-taking sales. 

When optimism becomes discounted then selling 

pressure is likely to increase. There is much to be 
said for consolidating equity gains achieved over the 
past six months no matter what the case may be for 
holding for a similar period and hoping for the 
political best. 
Unless the Government's ‘image’ improves materi- 
ally in the next few weeks this tendency to take profits 
may become a more determined factor in the equity 
market and may not be so readily offset by new 
support as it is now. 

What is needed is a more definite and promising 
indication of an upturn of activity in the heavy end of 
industry, particularly in machine tools. Given that 
development, the equity market might well hold its 
own. 


E * * * 


p conscious building societies may 
wonder whether their publicity is on the right 
.lines as the result of a survey conducted ‘in a 
small part of South-east England' and based on 
250 questionnaires. Obviously the survey had its 
~ limits but it showed that almost half the existing 
investment accounts in building societies arose from 
personal recommendation and only 12-4 per cent from 
advertising. 


Many people did not know that building societies 
would accept investment of less than {5 and many 
more did not know the names of the large national 
societies which undertake national advertising 
campaigns. 

Seeing that almost every Building Society Associa- 
tion pronouncement on interest rates points out that 
rates are not necessarily governed by Bank rate it 
must be galling to the Association to see that 55:8 
per cent of the people questioned gave Bank rate as the 
reason for building society interest rate changes. 


* Kë * * 


USSIAN wheat purchases have had various side 

effects in the City. Fears of Russian sales of gold 
have led to some weakness in the bullion market, but 
the prospect of heavy wheat shipments has led to 
stronger.cargo freight and ship markets than have 
been seen for years. Liberty ships, virtually urisaleable 
earlier this year, are priced tagged at £100,000. Not 
that there have been any sales at that level. But the 
fact that any price is quoted at all demonstrates the 
extent of the change seen in the ship market in 
the course of a month or so. 


* * * * 


ITH nine months' diamond sales at a record 

£86-4 million total, world sales handled by De 
Beers Central Selling Organization this year will 
certainly top the £100 million mark for the first time. 
Last year saw a new record of £96:3 million estab- 
lished and 1f fourth quarter sales this year are in line 
with last year's figure of just under {25 million, the 
£100 million mark will be exceeded by an ample 
margin. Gem stone prices are 5 per cent higher than 
last year but stronger demand, particularly on 
American account, is the chief factor 1n the sales rise. 


RATES AND PRICES 
Closing prices, Wednesday, October 9th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


Bank Rate 

Dec. 8, 1960 5%  Mar.8,1962  . 5£94 
July 26, 1961 79,  Mar.22,1902 ` 5% 
Oct. 5, 1961 64% April 26, 1962 às 
Nov. 2, 1961 6% Jan. 3, 1963 4% 

l Treasury Bills 
Aug.2 £3 15s 2:26d%  Sept.6 £3 14s 07949; 
Aug, o £3 13s 5:09d% Sept. 13 £3 13s 11°83d% 
` Aug. 16 £3 138 9°73d% Sept.20 £3 13s 8-92d% 
Aug. 23 £3 145 obod% Sept. 27 £3 13s 588d% 
Aug, 30. £3 148 544d%  Oct4 £3 12s 487d% 

Money Rates 

Day to day 22-34% Bank Bills 

7 days 24-38% 2 months 3-3 8 75 
Fine Trade Bills 5 months 34-3 $195 
3 months 5-54% 4 months 3 3—3 8 94 
4 months 5-5}% 6 months 3 2: $895 


6 months 51-69, 


Foreign Exchanges 

New York 2:79 3$ Frankfurt . I1:13À 

Montreal 4 or£ Milan 17421 

Amsterdam 1007$ Oslo 20:021 

Brussels 139:694 Paris 13:711 
. Copenhagen 19°314 Zürich 12:074 

Gilt-edged 

Consols 4% 7 Funding 3% 59-69 — 93d. 

Consols 219, 467 Savings 3% 60-70 90%; 

Conversion 6% 1972 108 Savings 3% 65-75 84-4 

Conv’sion 54% 1974 1041; Savings 2196 64-67 944) 


Conversion 5% 1971 ro2]k ^ Tres’ry 54% 2008-12 1004 


Conversion 34% 1969 251 Treasury 5% 86-89 95i 
Conversion 34% Treasury 34% 77-80 83% 
Funding ste 82-84 Nerd Treasury 34% 79-81 82$ 
Funding 4% 60-90 95 Treasury 2$% 45k 
Funding 33% 99-04 71 Victory 496 98 fr 
Funding 3% "66-68 93$ War Loan 34% 6345 
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Current Law 


Release of a Power of Appointment 


Y a trust deed and a deed of modification, W. 

gave to the trustees thereof power for twenty-one 
years after his death to appoint to his next of kin and 
their spouses and to charitable bodies on discretionary 
or other trusts, and the trustees, in exercise of this 
power, appointed to the trustees of W.’s will on 
discretionary trusts for his kin, their spouses and 
charitable bodies. The will trustees wished to release 
the power thus given to them to appoint to Wis 
kin and'their spouses. To this end a draft deed was 
prepared with the purpose of destroying so much 
of the power as permitted appointment in favour of 
W.'s kin and their spouses, and was brought before 
the Court for a declaration as to its effect. In Re 
Wills’s Trust Deeds, Wills and Others v. Godfrey and 
Others ([1963] x AU E.R. 390) Buckley, J., having 
considered the authorities (none of which was a 
direct authority on the present case) dealing with the 
release of powers, and found that they established 
certain propositions as to when a power could and 
when it could not be released, held that the power 
under consideration was not a power coupled with 
a duty of a kind recognized by the law, and accord- 
ingly not one which the will trustees were on that 
ground precluded from releasing. On the other hand 
they could not by a release exclude their successors 
in office from being able to exercise it: whereas the 
entire ownership of trust property vests in the 
trustees for the time being and devolves on each 
change of trustee by succession, a power is granted to 
successive holders of an office directly — none of them 
acquiring the power by succession from his pre- 
decessor — and all that is vested in the incumbent for 
the time being of the office is the capacity to exercise 
the power while he holds the office. But the will 
trustees might, by a complete exercise of the power, 
exhaust it and so exclude their successors in office 
from being capable of any further exercise of it. 


Public Examination under the Companies Act 


ECTION 270 of the Companies Act, 1948, makes 

provision for the public examination of any 
officer of a company or any other person implicated 
by the further report of the official receiver made 
under section 236 (2). In Tejani and Others v. 
Official Receiver ([1963] 1 All E.R. 429) the Judicial 
Committee of the Privy Council was concerned with 
section 214 of the Companies Ordinance (Chapter 212 
of the Laws of Uganda), but their lordships’ decision 
is of interest in English company law because that 
section is the equivalent of section 270 of the Act of 
1948. The case of the appellants, who had been 
ordered to appear for public examination, was that 
the requirements of the section had not been satisfied 
because the further report of the official receiver did 
not attribute to each appellant some particular 
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piece of alleged fraud. Approving the dictum of 
Lindley, M.R., in Re Civil, Naval and Military 
Outfitters Lid ([1899] x Ch. 215, 233) that on an 
appeal against an order for public examination the’ 
question to be considered was whether the official 
receiver's report was so flimsy, so sketchy, so unfair 
that the Court exceeded its jurisdiction, or exercised 
its discretion wrongly, in making the order, Lord 
Jenkins, delivering the advice of the Privy Council, 
said that as to the attribution of particular pieces of 
alleged fraud to particular individuals, that appeared 
to their lordships to compel the conclusion that if a 
company with, say, three directors was carrying on 
some business in a fraudulent manner, none of the 
directors could be brought to book unless he or they 
chose to. tell the official receiver which of the three 
bad been the actual perpetrator or perpetrators of any 
of the fraudulent acts in question. That would be a 
reductio ad absurdum which their lordships found im-_ 
possible of acceptance. Accordingly the appeal failed. 


‘Failure or Determination’ of 
Prior Trusts 


HE testator in Re Robinson's Will Trusts, Public 

Trustee v. Gotto and Others ([1963] 1 All E.R. 777) 
gave a share of his estate in trust for his daughter M. 
for life and after her death in trust for her children as 
she should appoint, and, in default of and subject to 
any appointment, in trust for her children equally. M. 
made an appointment of a life interest in part of her 
share in favour of her daughter A., purported to 
give A. a special power of appointment among A. Is 
issue, and directed that in default of appoint- 
ment A.’s children should take equally at ax or, 
if daughters, on marriage. M. by clause r5 of her 
will further appointed that ‘in the event of the. 
failure or determination of the trusts hereinbefore 
declared’ there should be an accrual of A.’s part 
shares to other appointed part shares. The interests 
appointed to A.’s children were admitted to be void 
for remoteness because A. was born after the testator’s 
death, and the question was whether the words 
‘failure or determination’ in clause 15 of M.’s will 
were wide enough to cover the event of total or 
partial failure of the previous trusts on the ground of 
perpetuity. Had it not been for the presence of the 
words ‘or determination’ it would have been clear, 
on the authority of Willson v. Cobley ((1870) W.N. 46) 
that the answer to this question must be in the 
affirmative, but it was argued that the words 'or 
determination’ following the word ‘failure’ meant 
that some more limited meaning must be given to 
the word 'failure' than that word would have borne 
in the absence of the words ‘or determination’.- 
Plowman, J., however, rejected that argument and 
held that the words ‘failure or determination’ were 
quite wide enough to cover the event of the total or 
partial failure of the previous trusts on the ground of 
perpetuity, with the result that on the death of A. 
the part share appointed to her devolved in accordance 
with the provisions of clause 15 of M.’s will. 
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Correspondence 


Letters must be authenticated bu the name and address of 

the writer, not necessarily for publication, The Editor does 

not necessarily agree with, or hold himself responsible for 
the opinions expressed. 


Inflation and the P.L.A. Accounts 


Sir, - Mr L. Wilk, in your issue of October sth, 
makes the point that when money is borrowed, the 
loss resulting from the fall in value of money comes 
to rest on the lenders and not on the borrowers. He 
—feels that it is, therefore, wrong that the Port of 
London Authority should show a loss arising from 
the same cause. 

The facts may be examined on the assumption that 
the P.L.A. 1962 accounts have been prepared accord- 
ing to replacement value principles. ‘They have not, 
but this does not affect the argument. Now, it appears 
that the P.L.A. has borrowed money, invested it in 
fixed assets, and lost a part of its investment through 
being unable to maintain in its asset structure the 
whole of the value of these fixed assets — which it 
would normally expect to do out of revenues. 

There are thus two different losses to be considered: 

(1) The loss to the debenture-holders arising from 

the fall in the purchasing power of money. 


(2) The loss to the P.L.A. through uneconomic 
trading. 
~ Only the second of these can be shown in the P.L.A. 


accounts. 
Yours truly, 


KENNETH S. MOST, LL.B., F.C.4. 


£e Wr. 

Depreciation in the Accounts of Public Utilities 
SIR, — I was interested to read Mr Denza's letter in 
your issue of September 21st. Some years ago I wrote 
to you on the same subject after you had published a 
reprint of the accounts of a water company where the 
depreciation charge was clearly inadequate and yet a 
clear report had been given by an international firm 
of auditors. 

My letter attracted no comment whatsoever and I 
am therefore not surprised that there has apparently 
been no reaction to that from Mr Denza. 

The Acts and Orders of some water companies 
do forbid the charging of depreciation. Where this is 
so the position should be explained and the auditors' 
report qualified. l 

In one case known to me a proper charge for 
depreciation is included in the accounts and the 
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directors, who are business men, expect to see this 
charge. Nevertheless they do wonder why other 
water companies which do not charge depreciation 
get a true and fair report from their auditors. 

I do feel that, as Mr Denza implies, this is a matter 
which should be taken up by the profession. 


Yours faithfully, 
Birmingham 3. DENIS F. DODD, T.D., F.c.a. 


Accounting and the State 


Sir, — I write to congratulate you for the thought- 
provoking leading article under the above heading in 
the October sth issue of The Accountant. 

It is to be hoped that by some means or other the 
content of this article reaches the people it should 
concern in all political parties before the next general 
election, otherwise it will only be a voice crying in the 
wilderness. 

Yours faithfully, 


| H. A. L. COWARD, F.c.a. 
Brighton. 


Association of International Accountants 


Sir, - My Council would much appreciate the pub- 
lication of the following particulars concerning the 
results of this Association's examinations held last 
Tune. 

Of the 621 candidates who took the half-yearly 
qualifying examinations, 260 were successful. In the 
full Final examination ninety-two candidates sat, of 
whom twenty were successful. In Section I of the 
Final, sixteen candidates passed and fifty-two failed; 
in Section II of the Final, twenty-two candidates 
passed and nine failed. 

Seventy-five of the 180 candidates who sat the full 
Intermediate were successful; in the Intermediate 
Section I, seventy-eight candidates passed and 
eighty-eight failed and in Section II, forty-nine were 
successful and thirty failed. 

First place in the Final examination (an Association 
Gold Medal and cash award of fifteen guineas) was 
awarded to Mr Leung Tim-Yee, of Hong Kong. ‘The 
second prize, a cash award of seven guineas, went to 
Mr Alan Turner, of London. 

First place in the Intermediate examination (a free 
course of tuition for the Association's Final examina- 
tion and an Association Silver Medal) was awarded 
to Mr Bhupatrai Pattni, of Birmingham. The second 
prize, a cash award of five guineas, was awarded to 
Mr Michael Stanley Beaman, of Birmingham. The 
standard attained in the Preliminary examination did 
not justify any prize awards on this occasion. 


Yours faithfully, 
C. E. TAYLOR, F.A.LA., F.C.LS., 


Secretary. 


London EC2. 
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THE INSTITUTE OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES | 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, October 2nd, 1963, at the Halk of 
the Institute, Moorgate Place, London EC2, there were 
present: 

Mr Robert P. Winter, C.B.E., M.C., T.D., President, in the 
Chair; Mr W. Guy Densem, Vice-President; Messrs 
J. Ainsworth, eps, J. F. Allan, G. R. Appleyard, W. L. 
Barrows, T. A. Hamilton Baynes, J. H. Bell, C. J. M. 
Bennett, H. A. Benson, c.B.Ee., P. F. Carpenter, Sir William 
Carrington, Messrs G. T. E. Chamberlain, D. A. Clarke, 
C. Croxton-Smith, E. Hay Davison, S. Dixon, W. W. Fea, 
Sir Harold Gillett, Bt, m.c., Messrs J. Godfrey, G. G. G. 
Goult, P. F. Granger, J. S. Heaton, J. A. Jackson, R. O. A. 
Keel, R. G. Leach, ¢.B.£., R. B. Leech, M.B.E., T.D., E. N. 
Macdonald, p.r.c., R. McNeil, J. H. Mann, M.B.E., R. P. 
Matthews, W. Bertram Nelson, c.B.e., W. E. Parker, C.B.E., 
S. J. Pears, F. E. Price, L. W. Robson, J. D. Russell, 
R. G. Slack, D. Steele, A. G. Thomas, A. H. Walton, V. 
Walton, M. Wheatley Jones, E. F. G. Whinney, J. C. 
Montgomery Williams, E. K. Wright, Sir Richard Yeabiley. 
C.B.E. 


Some Taxation Anomalies and Practical 
Difficulties 


On the report of the Parliamentary and Law Com- 
mittee, following consideration of a memorandum 
prepared by the Taxation and Research Committee, 
the Council approved for submission to the Chairman 
of the Board of Inland Revenue a memorandum on 
‘Some taxation anomalies and practical difficulties’. 


British Conference on Automation and 
Computation 


The Council has renewed the Institute’s membership 
of the British Conference on Automation and Computa- 
tion for an initial period to December 31st, 1964. 

At the invitation of the Conference, the Council has 
nominated a representative, Mr R. O. A. Keel, SGA-, 
to attend the annual general meeting of the Conference 
which is to be held on October gth, 1963. 


European Congress of Accountants 


The Chairman of the Overseas Relations Committee 
reported on the European Congress of Accountants 
held in Edinburgh from September xoth to 13th, 1663, 
which was attended by about two hundred and twenty 
members of the Institute. The Council decided that 
the following resolution be conveyed to the President 
of the congress: 

The Council of The Institute of Chartered Account- 
ants in England and Wales congratulates the organizers 
of the European Congress of Accountants and The 
Institute of Chartered Accountants of Scotland as the 
host organization on the great success of the congress, 

‘and wishes to express its warm appreciation of the 
hospitality shown to those who attended from the Insti- 
tute. In particular the Council wishes to thank the 
President of the congress, Mr Alexander McKellar, and 
its Vice-President, Mr James C. Stewart, the President 
of The Institute of Chartered Accountants of Scotland, 
Mr W. L. Milligan, and the Congress. Secretary 
Mr E. H. V. McDougall. 


Switzerland 


The President reported on his visit to Berne for a 
meeting of the Schweizerische Kammer für Revisions- 
wesen on September 27th, 1963, and for the fiftieth 
anniversary celebrations of the Association Suisse des 
Experts-Comptables on September 28th and 29th, 
1963. The President conveyed to the Association 
Suisse des Experts-Comptables a congratulatory 
message in the following terms: 

The Council of 'The Institute of Chartered Account- 
ants in England and Wales has pleasure in conveying to 
the Association Suisse des Experts-Comptables, on the 
occasion of the fiftieth anniversary of its foundation in 
1913, the congratulations of the Council and best wishes ~ 
for the future progress and prosperity of the Association 
Suisse des Experts-Comptables. 


Admissions to Membership 


The following were admitted to membership of the 

Institute: 

Abbott, Arthur William, A.C.A., @1963; ‘Frithys Orchard’, 
West Clandon, near Guildford, Surrey. 

Adcock, Ralph Brian, B.A., A.C.A., pur 67 Guibal Road, 
Lee, London SE12. 

Addey-Hbb, Simon Francis, A.C.A., 21963; 13 Wayside 
Crescent, Harrogate. 

Adelekan, J alil Olayiwola, A.C.A., a1963; 78 Dartmouth 
Park Hill, Highgate, London Ni 19. 

Adkins, Roy Ewart, A.C.A., 41963; 32 Bankside Crescent, 
Streetly, Staffs. 

Adlington, Christopher, A.C.A., 21963; 198 Lowestoft Road, 
Gorleston, Great Yarmouth. 

ars Sajjad, A.C.A., @1963; 21 North End Road, London 


II. 

Ajania, Noordin Gulamhussein, A.C.A., @1963; 12 Cam- 
bridge Court, Cambridge Road, London SW20o. 

Aked, Alan Pearson, B.COM., A.C.A., a1963; 86  Blackcarr 
Road, Baguley, Manchester 24. 

Akeroyd, David Edward George, A.C.A., a1963; 18 Caris- 
brooke Drive, Mapperley Park, Nottingham. 


a Indicates the year of admission to the Institute. 


aS Indicates the year of admission to The Society of 
Incorporated Accountants. 


$ Means ‘incorporated accountant member’. 
<$ Means ‘member in practice.’ 
[ Practice is not member's main occupation. 


Firms not marked f tf or * are composed wholly of char- 
tered accountant members of the Institute. 


T Against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members of 
one or another of the three Ínstitutes of chartered account- 
arts in Great Britain and Ireland. 


tt Against the name of a firm indicates that the firm includes 
an incorporated accountant member of this Institute and is 
composed wholly of members of one or another of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. 


* Against the name of a firm indicates that the firm is not 
wholly composed of members of one or another of the three 
Institutes of chartered accountants in Great Britain and 
Ireland. 
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Al Askari, Jafar, B.A., A.C.A., a1963; Dijla Street, Alwazia, 
. Baghdad, Iraq. 
Ali, Afzal, A.C.A., a1963; 70 Phiops Bridge Road, London 


Ec I 


m d Issifu, M.A., A.C.A., 21963; 43 Woodland Rise, London 


Allan, Michael Arthur, B.A., A.C.A. a1963; 80 Harlington 
Road, Hillingdon, Uxbridge, Middx. 

Aliday, John Philip, A.C.A., 21963; ‘Barncroft’, Sandy Lodge 
Lane, Northwood, Middx. 

Allen, Arnold John, A.C.A, 21963; 17 Mersham Drive, 
Kingsbury, London NWo9. 

Ambler, Timothy Felix J Ki B.A., A.C.A., 21963; 17 Mount 
Carmel Chambers, Duke’s "Lane, London W8. 

Anderson, Barrie Pickering, A.C.A., a1963; 30 Grosvenor 
` Place, Jesmond, Newcastle upon Tyne e 2. 

Anderson, Ross Kenyon, B.A., A.C.A., a1963; 5 Lambolle 
Road, London NW3. 

Angliss, Keith Edward, A.C.A., a1963; 146 Whatley Ave, 
Raynes Park, London SW2o. 
Anslow, Anthony Lionel, A.C.A., 

Avenue, Maidstone, Kent. 
EE Peter, A.C.A., 21963; 47 Bakery Street, Lija, 


41963; 26 Cranborne 


Archdale-Smith, Anthony, A.C.A., 231963; 111 Maldon Road, 
Brighton 5. 
Archer, Dennis Keith, A.C.A., a1963; with Graham G. 
Bissell & Brown, 158 High St, Aston, Birmingham 6. 
Armbrister, Michael Aylmer, A.C.A., a1963; ‘Otterburn’, 
Godolphin Road, Weybridge, Surrey. 

Ashraf, Mohammad, A.C.A., 41963; 38 Fairhazel Gardens, 
London NW6. 

Avery, William Francis, B.COM., A.C.A., 81963; 4 Priory 
Park Road, Kilburn, London NW6. 


Baird, William Hayton, A.C.A., a2963; 4A Abington, Ouston, 
Chester-le-Street, Co Durham. 

{iBarber, Michael George, A.C.A., 41963; 3 Hillcrest Road, 
Whyteleafe, Surrey. 

Barrett, Alan Roger, A.C.A., a1963; Equestrian Hotel, St 
Thomas Street, Scarborough. 

Barrett, Ian James, A.C.A., 421963; 62A Fairfield Rd, Win- 
chester, Hants. 

Barrett, Michael William, A.C.A., a1963; 103 Tweed Street, 
Hebburn-on-Tyne, Co Durham. 

Bass, James Martin, B.A.(ECON)., 
Avenue, Beeston Hill, Leeds 11. 

Bates, David Charles, A.C.A., 21963; 38 Mornington 
Avenue, Bromley, Kent. 

Bates, Richard’ John, A.C.A., 41963; Go4 Du Cane Court, 
London SW17. 

Bathfield, Pierre "Raoul Sydney, A.C.A., 41963; c/o European 
Institute of Business Management, Palais De Fontain- 
bleau, Seine et Marne, France. 

Baverstock, Michael John, A.C.A., a1963; 151 Stoner Road, 
Hall Green, Birmingham 28. 

Bawtree, Christopher Ormsby, A.C.A., 41963; 4B Chisholm 
Road, "East Croydon, Surrey. 

Bayley, Norman, A.C.A., @1963; ro Lyndhurst Street, 
Thornaby-on-Tees, Stockton-on-Tees. 

Baylis, George Miles Sarjean:, B.A., A.C.A., 21963; 86 
Lansdowne Road, London Wir. 

Beaton, Neil, A.C.A., 21963; 25 Seymour Park, Mannamead, 
Plymouth. 

Beattie, Allan Ogilvie, B.A., A.C.A., 41963; ‘Old Swinford’, 
Harker, Carlisle. 

Bellingham, Brian Hugh Mayberry, A.C.A., a1963; 2 Ithybed 

_ Cottage, Bishopston, Swansea. ` 

. Bellis, John Sebastian, A.C.A., a1963; 14 Huskisson St, 
Liverpool 8. 

Benn, Christopher William, A.C.A., a1963; 56 High Street, 
‘Woolton, Liverpool 25. 

Benn, Michael Arthur, A.C.A., 21963; ; 3 Aubrey Road, 
London W8. 

Bennett, Christopher ‘Richard Edward, A. C.A., a1963; 
2 Cheviot Close, Worthing. 


A.C.A., 21963; 3 Sefton 
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Bennett, Lyndon Paul Hargreaves, B.A., A.C.A., 41063; 
6 Ravenscroft Road, Chiswick, London W4. 

Berry, Richard John, B.COM., A.C.A., 41963; 101 West Heath 
Road, Northfield, Birmingham 31. 

Berwick, Gerald Richard Gray, B.A., A.C.A., 21963; 32 
Onslow Gardens, Sanderstead, Surrey. 

Bibby, Brian Anthony, A.C.A., a1 1963; 30 St Stephens Ave, 
North Shore, Blackpool. 

Blackstone, Christopher John Rickwood, A.C.A., a1963; 30 
Abinger Road, London W4. 

Bleach, Peter Stanley, A.C.A., 21963; 78 Parkstone Avenue, 
Hornchurch Essex. 

Blyth, John David Finlay, A.C.A., a1963; 85 Shelvers Way, 
'Tadworth, Surrey. 

Boocock, Keith, A.C.A., 421963; 9 Ash Mount, Great Horton, 
Bradford 9. 

Booth, Derek Malcolm, B.A., A.C.A., a1963; 30 Meadows 
Road, Sale, Cheshire. 

Bowers, (Mrs) Florence Isobel, B.Sc., A.C.A., 21963; Gorse 
Hill Flat, Wormley, Godalming, Surrey. 

Bowers, John Alfred Taylor, B.A., A.C.A., 41963; 69 
Orchard Road, Horsham, Sussex. 

Bown, Michael Ryan, A.C.A., 41963; 126 Exeter Rd, South 
Harrow, Middx. 

Boyd, Colin George, A.C.A., 41963; 9 Godolphin Cross, 
Breage, Helston, Cornwall. 

Brady, John Vincent, A.C.A., 21963; 30 Station Rd, Hands- 
worth, Birmingham 21. 

Branch, "Brian Edward, A.C.A., 41963; 55, Mashiters Hill, 
Romford, Essex. 

Bray, George, A.C.A., 21963; 52 Somerton Road, Maccles- 

e 

Brewer, William Roy, A.C.A. 21963; 68a Tower Hill, 
Ormskirk, Lancs. 

Brocklehurst, David B.A.(ECON.), A.C.A., a1963; 'Heather- 
side’, Moss Hill, Stockton Brook, Stoke-on-Trent. 

Brooks, John Michael Arthur, A.C.A., 41963; 5 Hepburn 
Gardens, Hayes, Bromley, Kent. 

Brooks, Robert John, A.C.A., 21963; 27 Ropsley Crescent, 
West Bridgford, Nottingham. 

Brown, Charles Peter, A.C.A., 21963; 23 Essex St, Middles- 
brough. 

Brown, John James, A.C.A., a1963; ‘High Point’, New Barn 
Lane, Alton, Hants. 

Brown, Malcolm Philip, A.C.A., @1963; 78 Shirley Rd, 
Croydon, Surrey. 

Brown, Peter Cedric Clifton, A.C.A., a1963; Congham 
- Lodge, Hillington, King’s Lynn 

Brown, Robert Henry, A.c.a., VR 17 Cranley Mews, 
London SW. 

Brown, William Bruce Pringle, A.C.A., 21963; 91 Prospect 
Lane, Solihull, Warwicks. 

Buckingham, J ohn Leonard, A.C.A., a1963; 4 Rowallan 
.Drive, Bedford. 

Buckley, Adrian Arthur, A.C.A., a1963; with Wood, Albery 
& Co, 40/42 Copthall Avenue, London EC, 

Buckmaster, John Michael Nevill, a.c.a., a1963; 7 Morley 
College, The Close, Winchester, Hants. 

Bullock, Frank David Macquoid, A.C.A., 041963; El Ventanal, 
Rua Melo E Sousa 3, Estoril, Portugal. 

Bumby, Jack, B.A.(ECON.), A.C.A., 41963; 26 Home Drive, 

gton, Middleton, Lancs. 

Bungard, Michael Norman, A.C.A., @1963; 96 Westcourt 
Road, Worthing. 

Burdon, Richard Thomas, A.C.A., 21963 ;552 Toller Lane, 
Bradford o 

Burgess, Carl James Hugh, A.C.A., a1963; 7 Orchard Way, 
Little Heath, Potters Bar, Middx. 

Burridge, William, B.Sc.(ECON,). A.C.A., 21963; 14 The Cross, 
St Newlyn East, Newquay. 

Burton, Peter Tom, A.C.A., 41963; 24 Mil Road, New- 
thorpe, Notts. 

Bush, John Laccohee, A.C.A., 231965; 2 Cleveleys Avenue, 
Braunstone, Leicester. 

Bushell, Thomas Geoffrey, A.C.A., a1 963; 74 Primrose Lane, 
Hall Green, Birmingham 28. 
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Butler-Cole, David Falcon, a.c.a., ar963; Nizels Hoath, 
Hildenborough, Kent. 

Butler, Richard Pierce, A.C.A., a1963; Queen's House, 
H.M. Tower of London, London EC3. 


Callow, Malcolm, A.c.a., a1963; 25 Essex Road, Enfield, 
Middx. 

Campbell-Jones, Kenneth Richard, A.C.A., @1963; 18 
Blenheim Ave, Litherland, Liverpool 21. 

Candish, Keith Gerald, A.C.A., 21963; 'Windyridge', Bentley 
Lane, Mawdesley, near Ormskirk, Lancs. 

Cantrell, Brian Joseph, A.C.A., a1963; 81 Ladysmith Road, 
Enfield, Middx. 

§Carlin, Charles, A.S.A.A., a1963; 11 Evesham Rd, Blackley, 
Manchester 9. 

Carter, John Robert Ernest, A.C.A., 21963; 35 Glen Park 
Ave, Glenfield, Leicester. 

Carter, Roger Michael George, B.A., A.C.A., a1963; Linby 
Lodge, Glebelands Road, Knutsford, Cheshire. 

Catterall, Anthony Howard, a.c.a., a1963; 5 Sandringham 
Road, Birkdale, Southport. 

Catto, Alistair William Gillespie, B.A., A.C.A., 1963; 
‘Pepperstitch’, Bagshot Road, Chobham, Woking, Surrey. 

Caulfeild, James Alexander Toby, B.A., A.C.A., @1963; 
*Hookland', Redford, near Midhurst, Sussex. 

Chadwick, Allan, A.C.A., a1965; 148 Cleaver St, Burnley. 

Chambers, Henry Colin, A.C.A., 21963; 16 Sandiway, 
Huyton, Liverpool. 

Chance, James Frederick, A.C.A., a1963; 20 Old Barn, 
Barton, Beds. 

Chaplin, John Richard, A.C.A., 421963; 66 Woodbridge Road 
East, Ipswich. 

Charlton, Peter John, A.C.A., a1963; 15 Edith Road, London 


Wig. 

Chatham, Alfred, A.C.A., a1963; Hotham, York. 

Chester, David Samuel, A.C.A., a1963; 24 Ashworth 
Mansions, Elgin Avenue, London Wọ. 

Childs, Warren Goldsmith, A.C.A., a1963; 106 Maynard Rd, 
Walthamstow, London E17. 

Chinoy, Farouk Mohammedhusain, A.C.A., a1963; 5 Palace 
Gate, Kensington, London W8. 

Church, Colin John, A.C.A., 41963; White Cottage, Guild- 
ford Road, Lightwater, Surrey. 

Clapham, John Herbert, A.C.A., a1963; Go Abbey Road 
North, Shepley, Huddersfield. 

Clapham, Malcolm David, A.C.A., 41963; 23 Albany Rd, 
Wolverhampton. 

Clare, Christopher John, A.C.A., a1963; 64 Battle Road, 
Hailsham, Sussex. 

Clark, Clive Henry, A.C.A., a1963; 25 Woodhall Road, 
Chelmsford, Essex. 

Clark, Edward William Herbert, A.C.A., 231963; 19 Newnham 
Parade, Cheshunt, Herts. 

Clark, Graham, A.C.A., 21963; ‘Rokeby’, Algarth, Pockling- 
ton, York. 

Clark, Robin, A.C.A., a1963; 25 Welbeck Street, London 
W 


D 

Clarke, Joseph Alan, A.C.A., 21963; 176 Bottesford Road, 
Bottesford, Scunthorpe, Lincs. 

Clemmitt, John Edward, a.c.a., 21963; 69 High St, Star- 
beck, Harrogate. 

SE en Frank, A.C.A., a1963; 4 Fouracres, Enfield, 
Mi 


iddx. 

Clough, James Roland, A.C.A., 21963; Bank House, York- 
shire Bank Ltd, Brook Street, Ilkley. 

Coe, David Brian} a.c.a., 419635; go 'l'odwick Road, Wood- 
seats, Sheffield 8. 
Colclough, Michael Eric, a.c.a., a1963; with Downward, 
Plumb & Co, 1 Aynsley Rd, Shelton, Stoke-on-Trent. 
Cole, David Peter Edwards, A.C.A., a1963; 31 Windermere 
Ave, Lake Road West, Cardiff. 

Cole, Denis Oliver, A.C.A., 21963; 11 The Causeway, Sutton, 
Surrey. 

Coleman, Barry Russell, A.C.A., a1963; 117¢ Friern Barnet 
Road, New Southgate, London Nrr. 

Colledge, Peter John, A.C.A., 41963; 238 Duncan Road, 
Aylestone Park, Leicester. 
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Collier, (Miss) Ann Christine, A.C.A., a1963; 93 Knowle 
Lane, Ecclesall, Sheffield 11. 
Collins, Brian, A.C.A., 41965; 11 Alfred Road, Margate. 


Coltart, Clyde Dennis Gordon, A.C.A., a1963; gat 


Brimstage Road, Heswell Hills, Wirral, Cheshire. 

pi on Melvyn, A.C.A., a1963; 32 Napier Road, Luton, 

eds. 

Constantinou, Damianos, A.C.A., 41963; with Moore, 
Stephens & Co, 82 Kolokotronis Street, Piraeus, Greece. 

Cook, Michael Stephen, A.C.A., 21963; 1 The Greenways, 
Lillington, Leamington Spa. 

Cooper, Anthony Geoffrey, A.C.A., a1963; “he Orchards’, 
Ryeworth Road, Cheltenham, Glos. : 
Cope, Richard Anthony Bailye, A.C.A., 41963; ‘Greenways’, 
Coombe Park, Kingston Hill, Surrey. 
Copeland, Peter Michael, B.A.(coM.), 
6 Carlton Road, Hale, Cheshire. 

Cornelius, George Charles Caswell, A.C.A., a1963; Spring 
Cottage, Norton, Malton, Yorks. 

Corry, Stephen David, B.A., A.C.A., 41963; ro Hill Street, 
Wigan. 

Cotton, John, A.C.A., 41963; 21 Northfield Road, Burton-on- 
Trent. 


A.C.A.,  a1963; 


Couchman, Ernest Henry, A.C.A., a1963; 148A Eversley~~ 


Avenue, Barnehurst, Bexleyheath, Kent. 

Coulson, David John, A.C.A., a1963; 11 Court Rd, Bourne- 
mouth. 

Cousins, Kenneth John, a.c.a., a1963; 29 Rodwell Rd, 
Weymouth. 

Cowpland, Geoffrey William Ronald, A.C.A., 21963; Top 
Flat, 5 Park Road, Bexhill-on-Sea. 

Cox, Brian Alfred, a.c.a., a1963; 47 Lambrook Terrace, 
Fulham, London SW6. 

Cox, John William, A.C.A., 21963; 149 Brasenose Avenue, 
Gorleston-on-Sea, Great Yarmouth. 

Crabtree, Thomas Edward, A.C.A., a1963; 17 Hollins Close, 
Hampsthwaite, near Harrogate. 

Craighill, Brian, A.C.A., 41965; 7 Gainsboro’ Road, Auden- 
shaw, Manchester. 

Cripps, Albert Terence, A.C.A., a1963; 164 Grange Rd, 
Eastbourne. 

Crosbie, Stanley B.COM., A.C.A., 41963; 53 Woodhall Road, 
Stoney Croft, Liverpool 13. 

Crosby, Roy, A.c.A., @1963; 21i The Limes, Sawston, 
Cambridge. 

Cross, David Alan, A.C.A., a1963; 22 The Park Way, King- 
ston Rd, Willerby, East Yorks. 

Cross, David Spencer, A.C.A., 21963; Witley Court Gdns, 
Great Witley, Worcs. 

Crowhurst, John Hanslip, B.A., A.C.A., a1963; 43 Colville 
Gardens, London Wirt. 

Cullen, James Stredwick, A.C.A., a1963; 42 Warren Street, 
Savile Town, Dewsbury. 

Cunningham, Anthony Sidney, A.C.A., a1963; 14 Harris 
Ave, Lowestoft. 

Curtis Evans, Anthony, A.C.A., @1963; 9 Redcliffe Gdns, 
London SWto. 


Dale, Derek Newlyn, A.C.A., 21963; 26 Lismore Road, South 
Croydon, Surrey. 

Dale, James Hall, A.C.A., 21963; 312 St Annes Road, South 
Shore, Blackpool. 

Dale, Vivian Glyn, A.C.A., 21963; 16 Login Road, Waunarl- 
wydd, Swansea. 

Dalton, Michael John, A.C.A., a1963; 279 Wollaton Road, 
Wollaton Park, Nottingham. 

ien Richard Arthur, A.C.A., 01963; Oak Lodge, Mayfield, 

ussex. 

Daniel, Michael Neil, A.C.A., a1963; 35 Oakfield Road, 
Newport, Mon. 

Darrah, Gerald Roger, B.A.(COM.), A.C.A., a1963; 170 
Bramhall Lane South, Bramhall, Cheshire. 

Davies, David, B.A.(ECON.), A.C.A., a1965; 43 Church Road, 
Ashford, Middx. 

Davies, John Edward, A.C.A., a19635; 1o The Drive, Graves- 
end, Kent. 
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Miss Rosemary Bullock ot the controls of a Burroughs 
F.4000 Electronic Accounting Machine. She has the speed, 
accuracy and versatility of electronics at her fingertips. 
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-49 Burroughs help an enlightened 


Society electronically 


THE CHELTENHAM AND GLOUCESTER BUILDING 
SOCIETY—the fifteenth largest building society 
—has ten branch offices in South and South- 
West England and the Midlands. l 
PROBLEM: How to handle efficiently the mount- 
ing figurework arising from the rapid growth of 
the Society. 

SOLVED: With Burroughs F.4000 Electronic 
Accounting Machines and Auto-Reader—the 
first to be installed in a building society. 


~ METHOD: The mortgage ledgers were transferred 


to the Burroughs F.4000 machines which control 
some 35,000 accounts. Correct, rapid daily post- 
ing is ensured by electronic pick-up and verifi- 
cation. Monthly trial balances are produced 
automatically by means of an Auto-Reader. 


RESULT: 'T'he Cheltenham and Gloucester Build- 
ing Society has achieved a higher level of 
accounting efficiency with fewer machines and 
without extra stat, and has the distinction of 
being the first building society to utilize elec- 


tronic accounting machinery. 
D 
ip 


Burroughs Machines Limited, 356-366 Oxford Street, London W.1 
Telephone: HYDe Park 9861 

Accounting sales and service facilities from 60 centres in 

Great Britain and Eire. Manufacturing in Scotland 


Business depends on 


Burroughs 


from adding machines to computers 
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| WESTBOURNE PARK BUILDING SOCIETY | 


pays interest at SC 


ON SHARE INVESTMENTS 3 SAVINGS ON DEPOSIT i 
—equal to £6. 2. 5d. where . Ü oo. to £10 monthly) equal 
(IS Tax is payable at — 

(IS Rate. Withdraw- 


to £6.18s.9d. where Income 
Tax is payaple at Stan-. 
als at short notice—up to 
£100 on demand, 








dard Rate. . 
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and the interest rate for HOME LOANS is VP 


A WESTBOURNE PARK ` 


Building Society 1... 2 societies anon 


OHIEF OFFICE: Westbourne Grove, London W.2. Tel: BAYswater 2440 (6 lines) 


LOCAL OFFICES: Ashford (Kent), Bournemouth, Croydon, Luton, 
Newton Abbot, : Newbury, St. Albans, Southampton, Southend, 
Woodford, Worthing, and agencies throughout the country. 


Assets exceed £42,000,000 Reserves exceed £2,500,000 
Spares ane i Deposits i i A e are dosis eer : 
ER ANN E ee (um S E 


das A 
4, Lé dai 
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Penis THE INTEREST THAT MATERS — Di 










7 Life Problem... - 


- Friends’ Provident have : 
advised on Life Assurance needs 
for more than 130 years. 


Can you tell whether 
this vessel is a yawl 
‘or a ketch, or would 


LU 


A 


GEI PROVIDENT & CENTURY 
: LIFE OFFICE - 


GROUP FUNDS EXCEED £130,000,000 


Head Offices 7 Leadenhall Street London EC3 
Tel Mansion House 4511 


x 18 Charlotte Square Edinburgh 2 
Tel Caledonian 6151 
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Davisson, Christopher James, a4.C.A., 81963; 37 Redland 
Grove, Carlton, Nottingham. 

Dawson, Derek John, A.C.A., 61963; 42 Lenham Road, 
Bexleyheath, Kent. 

Day, Geoffrey Frank, A.C.A., 21963; ‘Sunnybank’, Chanters 
Lane, Bideford, North Devon. 

D’Cruz, Edmund Augustine Anthony, A.C.A., 21963; 28 
Westhorpe Road, London SW5. 

Delahunt, Anthony Henry, A.C.A., 41963; 361 Chingford 
Road, Walthamstow, London E17. 

Dennison, Richard James, A.C.A., 21963; 90 Lupus Street, 
London SW1. 

De Robeck, Bryan Michael, 4.c.a., a1963; with Peat, 
Marwick, Mitchell & Co, Alexandra House, P.O. Box 50, 
Hong Kong. 

Desai, Vinodrai Kikubhai, A.C.A., 41963; 86 Broxholm Road, 
London SE27. 

Devereaux, John Howard Percy, A.C.A., a1963; ‘Walden’, 
Kemnal Road, Chislehurst, Kent. 

Dews, Rodney, A.C.A., 21963; 8 Lingdale Road, West Kirby, 
Wirral, Cheshire. 

Deyes, Peter Rathbone, B.COM., A.C.A., 01963; 41 Eshe Road 
North, Blundellsands, Liverpool 23. 


—Dissanayake, Balasuriya Kankanamalage Don, B.sc., A.C.A., 


41963; 39 Clarendon Road, London Wir. 

Dixon, Ian James, A.C.A., a1 963; 21 Westbourne Avenue, 
Gosforth, Newcastle upon Tyne 3. 

Dobson, Timothy Turney, A.C.A. dion ; T he Old Vicarage, 
Farnsfield, Notts. 

Dodgson, Richard Anthony, A.C.A., Ga1963; I2 Swinnow 
Place, Stanningley, Leeds. 

Double, Michael Stockwell, B.A., A.C.A., 31963; 42 Earl’s 
Court Sq, London SW. 

Doyle, Peter Anthony, A.C.A., 21963; 113 Seabank Road, 
Wallasey, Cheshire. 

Drayson, Colin Elliott, A.C.A., a19635; ‘El Rancho’, Sunning- 
dale, Berks. 

Dring, Edmund Roger, A.C.A., 21963; 'Pilgrim's Corner’, 
Ebbisham Lane, Walton-on-the-Hill, Surrey. 

Duncan, Montague George, A.c.A., 41963; ; 2 King Edward 
Avenue, Aylesbury, Bucks. 

Dunkerley, Geoffrey James, A.C.A., a19635; 13 Willow Tree 
Road, Altrincham, Cheshire. 

Dunn, Geoffrey John Hutton, 4.2.4., 21963; High Gosforth 


r^ House, Gosforth Park, NES cus upon Tyne 3. 


Durojaiye, Solomon Ajibade, A.C.A., a1963; 12 Wellington 
Avenue, Whalley Range, Manchester 16. 

Dymond, Michael John, B.A., A.C.4., a1963; 14 Bath Road, 
Swindon. 


Earley, John, A.C.A., a1963; Flat 2, 173 Upper Chorlton 
Road, Whalley Range, Manchester 16. 

Easton, Richard John, A.C.A., 21963; Petherton Cottage, 
‘Tanworth-in-Arden, Warwicks. 

Eaton, William Henry, A.C.A., 21963; xo Greenway, Eltham, 
London SEg. 

Edis, Alan Michael, a.c.a., 21963; “Willowcroft’, Lowson- 
ford, near Solihull, Warwicks. 

Edwards, Graham Martin, A.C.A., 21963; c/o Lehtonen, 
: Vatia, Vahtitupa, Finland. 

Edwards, Martyn Lomax, A.C.A., 41963; 43 Galleywood 
Road, Chelmsford, Essex. 

Egginton, Donald Albert B.Sc. (ECON), A.C.A.,- 41963; c/o 
Department of Economics, University of Bristol, 40 
Berkeley Square, Bristol 8. 

B n Owen, A.C. A., 41963; 47 West Walk, East Barnet, 


Elliott, | Douglas Geoffrey, LL.B., A.C.A., a1963; ‘Greenways’, 
Thornwell Road, Bulwark, Chepstow. 

Elliott, John, B.A., A.C.A., a1963 ; 18 Melville Hall, Holly 
Road, Edgbaston, Birmingham 16. 

Ellis, Geoffrey, A.C.A. a1963; 277 Wakefield Rd, Bailiff 

' Bridge, Brighouse, Yorks. 
Ellis, Roy, A.C.A., 41963; so Neate Street, Camberwell, 
London SEs. 

Elms, ‘Terence MacKenzie, A.C.A., diues: ; with Thomson 
Mclintock & Co, 33 King William Street, London EC4. 
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Elphick, Charles Pelham, A.C.A., 81963; with E. Noel 
Humphreys & Co, 9 and 11 Old Bank Buildings, Eastgate, 
Chester. 

Ely, Thomas Anthony, A.C.A., 21963; 35 Cornwall Gardens, 
London SW 

ie EE M.A., A.C.A., 61963; 22 Dekker House, 

Imington Road, London SE D 

Evans David John, A.C.A., 21963; 175 Beechwood Avenue, 
Earlsdon, Coventry. 

Evans, John Reginald, A.C.A., 21963; 16 Burchett Place, 
Leeds 6. 

Everett, Richard Anthony Sharman, A.C.A., a1963; 42 Lynn 
Road, Downham Market, Norfolk. 


§Falkingham, Trevor, A.S.A.A., 21963; 9 South View Close, 
New Scarborough, Yeadon, Leeds. 

Farag, Mohamed Nour Eldin Hafez, A.c.4., 21963; c/o W. L. 
Brown, 77 Bromley Road, London SE6. 

Farnell, David Roy, A.C.A., 21963; 4 Softley Place, West 
Denton, Newcastle upon Tyne 5. 

Fautley, Dennis Peter, A.C.A., a1963; 26 Parchmore Road, 
'Thornton Heath, Surrey. 

Fay, Anthony Willian B. COM., A.C.A., 41963; 17 Spath Road, 
Didsbury, Manchester 20. 

Ferguson, Michael Stuart, A.C.A., a1965; ‘Oaklands’, Sweet- 
loves Lane, Bolton. 

Ferguson, Robert, A.C.A., 21963; ‘Holme Lea’, Camp Road, 
Maryport, Cumberland. 

Ferrand, Noel Ian, A.C.A., a19635; 12 Russell Gardens Mews, 

`" London WA. 

Fieldhouse, Paul Robert John, A.C.A., 21963; 2 5 Priory 
Road, Wilmslow, Cheshire. 

Finnigan, John Desmond, A.C.A., @1963; with Smallfield, 
Rawlins & Co, 116/126 Cannon Street, London EC4. 

Fisher, Brian Thomas, A.C.A., 31963; 154 Robin Hood Lane, 
Hall Green, Birmingham 28. 

Fisher, David Craig, A.C.A., 41963; ‘Whitecraigs’, Parkfield, 
Sevenoaks, Kent. 

Fitch, Richard Evelyn Murray, A.C.A., a1 963; 1 Queensbury 
Place, South Kensington, London SW. 

Flanagan, John 'l'homas, A.C.A., a1963; 149 Sussex Gdns, 
London W2. 

Fletcher, William Edward, A.C.A., 21963; 38 Wyche Avenue, 
Kings Heath, Birmingham 14. 

Flynn, Patrick "James, A.C.A., 41963; 3 Lyndhurst Grove, 
London SEz5. 

Foley, Patrick Christopher, A.C.A., 01963; 14 Princes Drive, 
Sale, Cheshire. 

Fox, Barrie Normanton, A.C.A., 31963; 68 Princethorpe Way, 
Binley, Coventry. 

Fox, Michael Adrian, B.A., A.C.A., 41963; 238 Seal Road, 
Sevenoaks, Kent. 

France, Brian William, A.C.A., 21963; 30 Beckingham Rd, 
Guildford, Surrey. 

Francis, Philip George B.Sc.(ECON.), A.C.A., @1963; 262 
Cooden Drive, Cooden Beach, Sussex. 

Franklin, (Miss), Annette, A.C.A., a1963; 87 St John’s 
Court, Finchley Road, London NW3. 

Frieze, Charles Adrian, B.A., A.C.A., @1963; ‘Westfield’, 
St Annes Road, Prestwich, Manchester. 

Fry, (Miss) Margaret Ann, A.C.A., 41963; 133 Ash Road, 
Headingly, Leeds 6. 


Gabbie, Philip Henry, A.C.A., a1963; 26 Meade Hill Road, 
Prestwich, Manchester. 

Gairdner, James Andrew Campbell, A.C.A., a1963; 18 Astell 
Street, London SW3. 

Ga , John Richard, A.C.A., 41963 ; 29 Newlyn Road, Welling, 

ent. 

Gallagher, Arthur Robin, A.C.A., 21963; 12 Whitworth Park 
Mansions, Manchester 14. 

Galloway, (Miss) Diane Christine, A.C.A., a1963; 1 Chapel 
Street, Tavistock, Devon. 

Gates, Kenneth Joseph, A.C.A., 41963; 70 Bourne Road, 
Hastings 

Gebbett, "David B.A., A.C.A. 4 41963; 11 Chadfield Road, 
Duffield, Derby. 
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Ghazvini, Hooshang, EB.sc.(ECON.) A.C.A., 21963; clo 
National Iranian Oil Co, 132/5 Sloane Street, London 


Wi. 

Gifford-Gifford, Mark Barry, B.A., A.C.A., 21963; 52 Wheats 
Avenue, Harborne, Birmingham 17. 

Gilbey, Anthony William, a.c.a., 21963; “Little Mynthurst’, 
Leigh, Reigate, Surrey. 

Gilbey, John Stanley, A.C.A., @1963; 67 Richmond. Road, 
Worthing. 

Giles, Thomas Derek Buillvant, B.A., A.C.A., @1963; 217 
Pennymead, Harlow, Essex. 

Gillain, Douglas Pascal Wilfred, A.C.A., 21963; 41 Recrea- 
tion Rd, Sandiacre, Notts. 

Gilmore, Robin Myron, A.C.A., 21963; 21 Oak Rd, Leeds o. 

Gilroy, Angus Hugh, A.C.A., a1963; 41 Rutland Gate, 
London SW7. 

Giasson, Peter, A.C.A., a1965; ‘Leavesden’, Branch Hill, 
Hampstead, London NW3. 

Godfrey, Laurence Howard, A.C.A., 21963; 30 Bryngwyn 
Rd, Cyncoed, Cardiff. 

Godfrey, Robert Arthur, A.C.A., 219633 33 Liverpool Road, 

hester 

Godwin, Hilary Edward, A.C.A., a1963; 40 Walden Way, 
Hainault, Ilford, Essex. 

Gore, Nigel Martin, B.A.(ECON.), A.C.A., 41965; ‘Shatterford’, 
Northdown, Margate. 

Gorlin, Ronald Vladimir, B.A., A.C.A., 21963; 6 Cleve Road, 
London NW6. 

Gosden, John Kincaid, A.C.A., a1963; ‘Churdles’, Farm 
Lane, Ashtead, Surrey. 

oe Neil, A.C.A., 21963; 52 Watford Road, St Albans, 

erts 

Grammer, Christopher John, M.A., A.C.A., a1963; The 
Rectory Close, Monken Hadley, Herts. 

Greaves, James Wilson, LL.B., A.C.A., 41963; 2 Schofield 
Avenue, Staining, Blackpool. 

Green, Christopher Frederick, A.C.A., 21963; 4 Shaftesbury 
Avenue, Goring-by-Sea, Worthing. 

Green, Jack, A.C.A., a1963; 76 Hetton Road, Leeds 8. 

Greenhill, Michael Frederick, A.C.A., 41963; 9 Grange Rd,, 
Shanklin, I.o.W. 

Greenwood, Martin Eustace Warwick, B.A., A.C.A., 31963; 
‘Pound Piece’, Astley, near Southport. 

Greves, John Charles, A.C.A. 21963; 12 Walkers Heath 
Road, Kings Norton, Birmingham 30. 

Griffin, Michael William, A.C.A., ar963; 1 Park Head 
Road, Dudley, Worcs. 

Griffith, Robert Wynne, A.c.A., a1963; 28 Moreton Road, 
South Croydon, Surrey. 

Grossman, Bernard Martin, A.C.A., a1963; 51 Balnacraig 
Avenue, Neasden, London NWro. 

Groves, Roger Edward Vane, B.COM., A.C.A., 41963; 7 Iris 
Close, Selly Oak, Birmingham 29. 

Gudka, Mansukhlal Gosar, A.C.A., 21963; 17 Oakfield Road, 
Finchley, London N3. 

Guest, John Vernon, A.C.A., 21963; 119 Pilot Rd, Hastings, 
Sussex. 

Guest, Michael William, B.COM., EON 41963; 17 Salisbury 
Road, Moseley, Birmingham 13 

Guinness, Geoffrey Neil, B.A., A c. A., 41963; 10 Wadham 
Gardens, London NW3 

Gummow, Clive Freeman, B.COM., A.C.A., 21963; ‘Boscobel’, 
Tanners Green Lane, Earlswood, near Solihull, Warwicks. 


Hackling, (Miss) Judith Mary, A.C.A., 21963; ‘Woodlands’ S 
Ellesborough Road, Wendover, Bucks. 

Haigh, Alan, A.C.A., @1963; 10 Small Lane, Golcar, 
Huddersfield. 

Hale, Anthony John, B.A., A.C.A., a1963; 9 Orchard Gate, 
Greenford, Middx. 

Hale, Brian Richard, A.C.A., 41963; 46 Merlin Road, 
Romford, Essex. 

Halling, Dudley, A.C.A., 21963; with Metherell Gard & Co, 
'Town Hall Chambers, Wadebridge, Cornwall. 

Hamilton, Ronald Frederick, A.C.A., 21963; Flat No. 2, 41 
Normanton Rd, South Croydon, Surrey. 
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Hampshire, Gordon Stanley, A.C.A., 41963; 49 Southern 
Road, Cowlersley, Huddersfield. 

Hankey, John Barnard, A.C.A., 21963; “The Close’ ; Longcot, g 
Faringdon, Berks. 

Hanson, George Maurice, A.C.A., a1963; Flat 5, 30 Park ^ 
Avenue, Leeds 8 

Haquani, Mohammed Kaleemuddin, A.C.A., 21963; with 
Anderson, Thomas, Frankel, 13 Park Place, St James’s, 
London SW1. 

Hargreaves, John Malcolm, A.C.A., a1963; 81 Queen Street, 
Morley, Leeds. 

Harman, Paul, A.C.A., @1963; 154 Overhill Road, East 
Dulwich, London SE22. 

Harris, Alan, A.C.A., 21963; 6 Teals Way, Delavor Road, 
Heswell, Cheshire. 

He David, A.C.A., 21963; 15 Suffolk Place, Porthcawl, 

am. 

Harris, Vernon George, B.SC.(ECON.), A.C.A., 21963; 131 
Drayton Road, London NWito. 

Harrison, Julian Stanley Forster, A.C.A., 21963; 17 Far Moss 
Road, Blundellsands, Liverpool 23. 

Hartle, Thomas Peter, A.C.A., 21963; 6 Delamere Close, 
Woodley, Stockport.  : 

Harwood, Christopher George, A.C.A., 41963; 48 Bee 
Rd, Thornton Heath, Surrey. 

Havrlik, Stanley, B.A., A.C.A., 21963; 4A River Bank, East 
Mosely, Surrey. 

Hawkins, Richard William, A.C.A., 21963; ‘Rossley’, Cop- 
thorne, Sussex. 

Hay, Hugh Cameron, M.A., A.C.A., 421963; 64 Wylde Green 
Road, Wylde Green, Sutton Coldfield, Warwicks. 

Heath, ‘Charles Trevor, A.C.A., 41963; 12 Wellright Rd, 
Fairwater, Cardiff. 

Heath, Philip Terence, A.C.A., a1963; 2 'l'yning's Way, 
Westwood, Bradford-on-Avon, Wilts. 

Heath, Ronald Edwin, A.C.A., @1963; 55 Efford Lane, 
Plymouth 

Hemmings, John James, A.C.A., 41963; 33 Ardbeg Road, 
Herne Hill, London SE24. 

Henderson, Derek, A.C.A., 21963; 38 Bond Street, Monk- 
wearmouth, Sunderland. 

€Henderson-Williams, Frank, B.A., A.C.A., @1963; F. 
Henderson-Williams & Co, 5 Shaftesbury Mews, Strat- 
ford Road, London W8. 

Heseltine, Alan, A.C.A., 21963; 83 Ormerod Road, Burnley... 

Hibberd, Stephen Loxley, A.C.A., 41963; 19 Oliver Road,” 
Millhouses, Sheffield 7. 

FE Rodney, A.C.A., 21963; 94 Ancona Road, London 

18. 

Highton, Ian Willmer, A.C.A., 41963; 14 Hurstcourt Rd, 
Sutton, Surrey. 

Hill, Derek Wilfred, A.C.A., @1963; 145 Shirley Rd, 
Birmingham 27. 

Hill, Robert Duncan, A.C.A., 41963; ‘Crantock’, Princess 
Road, Lostock, Bolton. 

Hindmarch, Ian "Christie, A.C.A., 41963; 25 Abbots Court, 
Mornington Road, Sale, Cheshire 

Hirst, James Brook, A.C.A., 421963; Snow Lea House, Long- 
wood, Huddersfield. 

Hitchen, Geoffrey Paul, A.C.A., a1963; 19 Teignmouth Hill, 
Dawlish, Devon. 

Hobbs, Alan Anthony, A.C.A., 21963; Flat 4p, Manor Park 
Road, Manor Park, London E12. 

Hobbs, "Roger Kenneth, B.Sc.(ECON.), A.C.A., 21963; 'Glen- 
thorne', Lode Pit Lane, Eldwick, Bingley, Yorks. 

Hockin, John Revill Theodore, A.C.A., 21963 ; Curzon House, 
58 Courtfield Gardens, London SWs. 

Hodge, Peter Anthony, A:C.A., 21963; Laundry House, The 
Moor, Hawkhurst, Kent. | 

FiHolmes, Geoffrey, A.C.A., a1963; 14. Highfield, Tingley, 
near Wakefield, Yorks. 

Holmes, Leonard, A.C.A., 41963; 14. Oak Road, Scarborough. 

Holmes, Oliver Morel, A.C.A., a1963; 108 Hayes. Chase, 
West Wickham, Kent. 

Holt, Philip James, B.sc.(ECON.), A.C.A., 21963; 41 Hayes 
End Road, Hayes End, Middx. 
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Hopkins, John Froggatt Barry, B.A.(ECON.), A.C.A., a1963; 
8 Oakbrook Road, Sheffield 11. 

Hopkins, Ronald Dennis James, A.C.A., 21963 ; Lawdeshayne 
Farm, Colyton, Devon. 

‘Hoskins, Malcolm Geoffrey Ronald, A.C.A., 41963; 11 Park 
Road, Ipswich. 

Hossain, Shaikh Mohamed Akkas, A.C.A., a1963; with Price 
Waterhouse & Co, 558 'The Royal Exchange, Manchester 


2. 

Howden, Graham Paul, A.C.A., 41963; 14 Layton Park Ave, 
Rawdon, Leeds. 

Howe, David Frank, A.C.A., a1963; 12 Heaplands, Green- 
mount, near Bury. 

Howells, Frederick Arthur, A.C.A., 41963; 234 Church Lane, 
Kingsbury, London NW29. 

Humby, Michael James, A.C.A., a1963; 5 Radnor Road, 
Salisbury, Wilts. 

Humphrey, John David, a.c.a., ar963; “The Ferns’, 
Helmdon, Brackley, Northants. 

Hunt, Matthew, A.C.A. @1963; 274 Shobnall Street, 
Burton-on-Trent. 

Hurley, Patrick William, A.C.A., a1963; 175 Abbeville Road, 
Clapham Common, London SW4. 

r- Hurwich, Bertram David, A.C.A., a1963; Chancellors Hall, 

55 Augustus Rd, Edgbaston, Birmingham 15. 

Hurworth, John Maitland, A.C.A., a1963; 82 Ravensdale 
Rd, Darlington. 

Husain, Athar, A.C.A., @1963; 22 Collingham Gardens, 
London SW5. 

Husain, Saiyed Enayet, A.C.A., a21963; 74 Muswell Hill Road, 
Muswell Hill, London Nro. 

Hutchinson, Leslie George, A.C.A., a1963; 12 Gisburn Road, 
London N8. 

Huthwaite, Charles Brian, A.C.A., 31963; 31 Coningsby Rd, 
Woodthorpe, Nottingham. 

Huxtable, Gerald Brian, A.C.A., @1963; 4 Firs Drive, 
Harrogate. 


Ineson, Ernest, A.C.A., 21963; with Greenwood, Barton & 
Co, National Provincial Bank Chambers, Market Place, 
Heckmondwike, Yorks 

Iredale, John Dyson, A.C.A., a1963; 5 Lawrence Road, 
Marsh, Huddersfield. 

Ireland, Martin Thomas, A.C.4., 31963; iA Shenstone House, 
Lodge Road, Knowle, Solihull, Warwicks. 

mpirvine, Timothy Maximillian, a-c.a., 41963; c/o St Cuth- 
bert’s Clergy House, Philbeach Gardens, London SWs. 


Jackson, David Gilfoy, A.C.A., 21963; with Jackson, Vayro 
& Co, 9 Alma Square, Scarborough. 
Jafferjee, Aziz Taiyabali, A.C.A., a1963; 16 Elms Avenue, 
Muswell Hill, London Nro. 
James, Andrew Ewart Harvey, A.C.A., 21963; 25 Brownlow 
Road, Ellesmere, Salop. 
James, (Miss) Charlotte Ann Myfanwy, A.C.A., a1963; 90 
Connaught Road, Roath, Cardiff. 
James, John Mansel, B.A., A.C.A., a1953; 124 Alexander 
Road, Rhyddings, Neath. 
James, Roger Michael, A.C.A., a1963; 130 St Asaph Road 
Brockley, London SE4. 
Jarman, Michael Charles, A.C.A., a@1963; Castle Fields, 
Buckingham. 
Jeffries, Peter Jocelyn, A.C.A., @1963; Boundary House, 
Ightham, Kent. 
Jenkins, Brian Garton, B.A., A.C.A., 21963; 18 Hailsham 
Road, Worthing. 
] Jepson, James Roland, B.COM., A.C.A., a1963; with Hindle 
& Jepson, 10 Borough Road, Darwen, Lancs. 
Joe-Adigwe, Paul Chinenye, A.C.A., a1963; 12 Farncombe 
Road, Flat 2, Worthing, Sussex. 
Joffrey, Waheed Zaman, A.C.A., a1963; 91 Lydhurst Ave, 
Streatham Hill, London SW2. 
Johnson, Nels Royden, A.C.A., @1963; with Anderson 
Thomas Frankel, 13 Park Place, London SW1. 
Johnson, Stanley, B.A., A.C.A., a1963; with Armitage & 
Norton, Martins Bank Chambers, 2a Tyrrel Street, 
Bradford 1 
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Johnstone, Andrew Gordon, A.C.A., a1965; r1 Emperer's 
Gate, London SW7. 

Jones, Alan, A.C.A., a1963; 17 Millwall Close, Gorton, 
Manchester 18. 

Jones, Christopher Robin, A.C.A., 21963; 83 Farren Road, 
Northfield, Birmingham 31. 

Jones, John Ivor, LL.B., A.C.A., a1963; 8 Alcester Road, 
Moseley, Birmingham 13. 

Jones, Keith, a.c.a., @1963; ‘Middle Pasture’, Avenue Des 
Hirondelles, Pool, near Leeds. 

Jones, (Miss) Pamela Mary, A.C.A., 21963; 8 Rhyd-y-Defaid 
Drive, Sketty, Swansea. 

Jones, Robin Edward, A.C.A., a1963; 39 Tudor Drive, Gidea 
Park, Romford, Essex. 

Joseph, Erich, A.C.A., 21963; 1 Oakworth Court, Nelson 
Road, London N8. 

Joyce, Denis Hingston, A.C.A., a1963; 51 Oakfield Park Rd, 
Wilmington, Kent. 


Kaney, Arnold Edward, A.C.A., a1963; 21 Arnian Court, 
Town Green, Aughton, Lancs. 

Kariya, Niranjan Jivraj, A.C.A., a1963; c/o Miss A. J. Kariya, 
30 Montpelier Rise, London NWir. 

Kay, Thomas, A.C.A., 41963; 24. Eton Court, Eton Avenue, 
London NW. 

Kelly, John Dennis, A.C.A., a1963; 34 Stanley Park, 
Litherland, Liverpool 21. 

Kelly, Stuart Dennis, A.C.A., @1963; 90 Kidbrooke Park 
Road, Blackheath, London SE23. 

Kelsey, Timothy George, A.C.A., 31963; 136 Yarborough 
Road, Lincoln. 

Kewley, William Robert, A.C.A., @1963; 242 Chelmsford 
Avenue, Grimsby. 

Khan, Farhat Hussain, A.C.A., a1963; 4 Carlingford Road, 
London NW3. 
Khosla, Naresh, A.C.A., a1963; with Turk, Brandes & Co, 
Hillside House, 2 Friern Park, London N12. : 
King, Richard Henry Donald, A.C.A., 21963; Icknield 
House, Ickleford, Hitchin, Herts. 

Kirby, George Reginald, A.C.A., @1963; 31 Coniston Road, 
Leamington Spa. 

Kirkpatrick, Roger James, A.C.A., 21963; 13 The Meadway, 
Cuffley, Herts. 

Kirthi-Singha, Astrapani Chittranjan, B.A., A.C.A., @1963; 
London House, Guilford Street, London WC". 

Kitchen, Graham Morton, A.C.A., a1963; 215 Long Lane, 
Bexleyheath, Kent. 

Klein, Jack Bernard, A.C.A., @1963; 376A High Road, 
Harrow Weald, Middx. 

Knight, John Jeremy, B.A., A.C.A., 21963; 86 Stafford Street, 
Atherstone, Warwicks. 
Knight, Kenneth Sebastian, A.C.A., a1963; 28 Redgate, 
Ormskirk, Lancs. 
Kohn, David James, A.C.A., a19635; with Hallett, Laughlin, 
Clark & Co, 38 Finsbury Square, London ECz. 

Kong, (Miss) Barbara Cheng Chee, A.C.A., 21963; 31 Church 
St, London NW8. 

Kontzonis, Charalambos Antoniou, A.C.A., 21963; 64 Sunny 
Gardens Rd, London NW4. 

Kwan, Kenneth Teet Yeen, A.C.A., a1963; 55 Cleveland 
Square, London W2. 


Ladd, David Mark, A.C.A., a1963; Corner Close, Bell Lane, 
Thame, Oxon. 
Lahiri, Sanjoy, A.C.A., 41965; c/o National & Grindlays 
Ltd, 54 Parliament Street, London SW1. 
Lam, Framroze Dinshaw, A.C.A., 21963; 32 Merton Avenue, 
London W4. 
Langhorn, John Adrian, A.C.A., @1963; 12 Linver Road, 
London SW6. 
Langley, George Ivor, A.C.A., 1963; 20 Launde Rd, Oadby, 
eics. 
Langton, Stephen Paget, A.C.A., 21963; 13 Bovingdon Road, 
London SW6. 
Large, Brian, A.C.A., a1963; 157 Abingdon Street, Derby. 
n Stanley, A.C.A., a1963; 21 Grange Close, Edgware, 
iddx. 
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Laycock, Michael Peter Latham, LL.B., A.C.A, ar963; 
5 Rayleigh Road, Harrogate. 

Leadbeater, Graham, B.A., A.C.A., 21963; ; 22 Cartmel Road, 
Bexleyheath, Kent. 

Le Blanc, Nöel Marie Georges, A.C.A., 21963; 43 Kensington 
High Street, London W8. 

Lefévre, Bernard Marie Anne Georges, B.Sc.(ECON)., , A.C.A., 
41903; 57 Redington Road, London NW3. 

Le Maitre, Neil Wallace Hartley, A.C.A., a1963; 26 Sel- 
worthy Rd, Castle Bromwich, Birmingham. 

Lever, David Anthony Croft, B.a., A.C.A., a1963; Little 
Oakley, Dockenfield, near Farnham, Surrey. 

Levet, Anthony, A.C.A, 1963; 58 Windmill Drive, 
Westdene, Brighton. ` 

Levy, Anthony Henry, A.C.A., 41963; 53 Maresfield Gardens, 
London NW. 


Levy, Roger, A.C.A., 21963; 65 Howards Lane, Putney, ` 


London SW15. 

Liddell, Robert Stable, a.c.a., a1963; ‘Windrush’, North 
End, 'Burgh-by-Sands, Carlisle. 

Lindsey, Alan Michael m.sc.(ECON.), A.C.A., a1963; 69 
Lansdowne Road, Stanmore, Middx. 

Ling, Richard, A.C.A., 21963; “The Orchard’, Shire Lane, 
Chorleywood, Herts. 

Ling William Oswald, A.C.A., 41963; 142 Manor Road, 
Derby. 

Lissaman, John, A.C.A., 21963; ; 24 Holmesley Rd, ibas 
Oak Park, London SE23 

Lister, John Henry Pace A C.A., a1963; 61 Kent Road, 
Harrogate. 

Lister, Roger Jeffrey, B.A., A.C.A., a1963; 24 Cavendish 
Road, Broughton Park, Manchester 7. 

Littlefair, Robert Gordon, A.C.A., @1963; 18 Arlington 
Drive, Mapperley Park, Nottingham, 

Livesey, Anthony, A.C.A., 41963; ; 65 Brindle Road, Bamber 
Bridge, Preston. 

Loch, Angus David, A.C.A., 21963; c/o Mrs Hudson, Flat 3, 
33 Collingham Road, London SWs. 

Longridge, David John Ernle, A.C.A., 41963; ‘Marylands’, 
Lynch Road, Farnham, Surrey. 

Loong, Anthony Sie Hock, A.C.A., a1963; with Hargreaves & 
Marsh, 28 City Road, London ECI. 

Love, J ohn Stephen, A. E e , 21963; 77 Bridge Lane, Golders 
Green, London 

Lovering, Alan John, P C.A., @1963; 42 Clyndu Street, 
Morriston, Swansea. 

Lovibond, Stephen Locke, A.C.A., a1963; 624 Burnt Ash 
Hill, Lee Green, London SE12. 

Lowe, Christopher James, B.A., A.C.A., 41963; 27 Stafford 
Terrace, London 

Lowe, Michael Anthony, A.C.A., 11963; 86 Cole Valley Road, 
Hall Green, Birmingham 28 

Luck, Allan Yardley, A.C.A., 41963; c/o Bookers Sugar 
Estates Ltd, 22 Church Street, Georgetown, British 
Guiana. 

Luckins, David William James, A.C.A., a1963; Bo Oval Rd, 
Croydon, Surrey. 

Lucock, Paul Graham, A.C.A., 21963; 14 Stanhope Road, 
St Albans, Herts. 

Lukins, George Henry, A.C.A., a1963; 234 Pearl Street, 
Roath, Cardiff. 

Lush, Peter Victor, A.C.A., a1963; 110 Harlesden Gdns; 
Harlesden, London NWro. 


Mabon, Thomas, A.C.A., a1963; 4 Margery St, Carlisle. 
Macaulay, Donald Henry, A.C.A., a1963; 7 Bedford Rd, 
Bootle 20, Lancs. 


McDermott, James Richard, A.C.A., 21963; 32 Regal Court, . 


Edmonton, London N18. 

McDonald, Ian Malcolm, B.A.(ECON.), A.C.A., 421963; 25 
Woodlands Road, Surbiton, Surrey. 

McEnnerney, Gerald Joseph, LL.B., A.C.A., @1963; 75 
. Sawley Drive, Great Harwood, Blackburn. 

McGaughey, Patrick, A.C.A., a1 963; ; 15 Porthill Gardens, 
Shrewsbury. 

McGlashan, John Braithwaite, A.C.A., 21963; 23 Bo dues 
Avenue, Wallasey, Cheshire. 
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McGlinchey, John Frederick, A.C.A., 21963; 11 Campbell 
Avenue, Holgate, York. 
McIntyre, Gordon, A.C.A., 21963; The Flat, 90 Rutland St, 
Grimsby, Lincs. 
McIntyre, Michael Ronald, A.C.A., a1963; 23 Carnarvon 
Road, Leyton, London E10. 
McManus, Anthony, A.C.A, 41963; 17 St Stephens -Rd, 
Barnet, Herts. 
McMorran, Frederick Keith, A.C.A., 21963; 20 Constance 
Road Leicester. 
Maher Peter Francis, A.C.A., 21963; 5 Frinton Close, Sale, 
. Cheshire. 
Mainwaring, David Hugh Kynaston, A.C.A., 21963; Hafod- 
y-Coed, St Asaph, North Wales. 
Majdalany, Robin Joachim Eadie, M.A., A.C.A., 21963; 39 
Manchester Street, London Wr 
Mallory, Ian Wodehouse, A.C.A., 41963; Flat 44, 31 Earl’s 
Court Square, London SWs. 
Manning, Charles Raymond, A.C.A., 21963; 19 Gosforth 
Road, Southport. 
Margesson, Charles Philip, A.C.A. a1963; 29 Sinclair 
Gardens, London Wi14. 
Marrion, Alexander Peter, A.C.A., 21936; 17 Forest Rise, | 
'Thurnby, Leicester. 
Marshall, John Francis, A.C.A., ax963; 6 St Mary's Road, - 
‘Eastbourne. 
Martin, John Bannerman Christopher, A.C.A., 41963; with 
` Thornton Baker & Co, 1/3 Stanley Street, Liverpool 1. 
Martin, Michael Seymour, A.C.A., 21963; 31 West Close, 
Wembley, Middx. 
Martin, Patrick Noel, A.C.A., 21963; 40 Christ Church Lane, A 
Lichfield, Staffs. 
Martin, Peter Leonard, A.C.A., 21963; 15 Ormond Crescent, 
Hampton, Middx. 
Martin, Stuart Alan, 3B.A.(ECON.), A.C.A, a1963; 
Mortimer Road, Ealing, London W13. 
Massey, Peter James, A.C.A., @1963; 54 Beech Avenue, 
azel Grove, Stockport. 
Massiah, Christopher David, M.A., A.C.A., 21963; 33 Lostock 
Hall Rd, Poynton, Stockport. 
Matthews, William John, B.A.(ECON.), A.C.A., 41963; The 
White House, Barton Road, Bramley, Surrey. 
Maughfling, David John, a.c.a., a1963; 
Redruth, Cornwall. 
Maurice, Derek John, A.C.A., a1963; 12 Dobbins Lane og 
Wendover, Aylesbury, Bucks. 
Maxwell, John David 5.A.(COM.), A.C.A., 21963; 37 Old 
Kiln Lane, Heaton, Bolton. 
Meader, Peter John, A.C.A., a1965; 130 Draycott Avenue, 
Kenton, Harrow, Middx. 
Meek, Derek Colin, A.C.A., 41963; ‘Clematis’, Newchurch, 
near Sandown, Lc.W. 
Meins, John Charles, A.C.A., 21963; 38 Beckenham Hill Rd, 
Catford, London SE6 
Metherell, John, A.C.A., 21963; 3 Kevlyn Crescent, Bursle- 
don, Southampton. 
Michaels, Harvey, A.C.A., a1963; 62 Marian Court, Link 
St, London Eo 
Mildren, Malcolm Keith, A.C.A., 41965; Pentor, Hanging 
Hill Lane, Hutton, Essex. 
Miller, Alan, A.C.A., 319603; 12 Dean House, Woodberry 
Grove, London N4. 
Miller, Peter Ashley, A.C.A., ar963; Netherton House, 
Buckland Monachorum, Devon. 
Mills, Allen John, B.A., A.C.A., a1963; 93 Westmoreland 
Terrace, London SWi. i 
Mills, Stephen MacNaughton, B.A., A.C.A., 21963; The Oast 
House, Crockham Hill, Edenbridge, Kent. 
Milne, Colin Piers Connell, A.C.A., 81963; 1A Widney Road, 
Knowle, Solihull, Warwicks. 
Milner, Trevor Winston, A.C.A., a1963; 29 Alma Street, 
Sticker Lane, Bradford 4. 
Minor, Leonard William, A.C.A., a1963; 64 Evington Street, | 
Highfields, Leicester. 
Mitchell Innes, David Ian, B.A., A.C.A., a1963; ‘Portman’, 
Dummer, Basingstoke, Hants.” ; 
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Mitson, Anthony Donald, B.A., A.C.A., a1 963; : 48 Bramcote 
Road, Beeston, Notts. 

Moberly, William James Dorward, B.A., A.C.A., 81963; 
Herons Court, Wittersham, Tenterden, Kent. 

Mobsby, Peter "Michael Quinn, A.C.A., 419635 The Red 
House, Loom Lane, Radlett, Herts. 

Mole, David Henry, A.C.A., a1 963; ; 21 Waddon Park Avenue, 
Waddon, Croydon, Surrey. 

Molyneux, Roy Matthew Ernest, A.C.A., 21963; 14 Bellefield 
Avenue, Liverpool 12. 

Monk, John Rushforth, A.C.A., 21963; Old Manor House, 
West Auckland, Co. Durham. 

Moore, David John, B.A., A.C.A., 41963; 6 Cole Park Road, 
'Twickenham, Middx. 

Morgan, John Michael, A.C.A., 81963; 26 Sharpthorne 
Crescent, Portslade, Sussex. 

Morgan, Robert Keith, a.c.a., a1963; Sunnyside Farm, 
Three Crosses, Swansea. 

Morley, Christopher Robert William, A.C.A., @1963; 
‘Greenways’, Old Hall Lane, Worsley, Walkden, Man- 
chester. 

Morley, David Denis Cecil, B.A., A.C.A., 21963; 17A Eldon 
Road, London W8. 

_-~Morrey, John Philip, A.C.A., @1963; 15 Repton Drive, 
| Westlands, Newcastle, Staffs. 

E ; Alfred, A.C.A., 41963; 117 Hull Road, Anlaby, near 


Morris, Jeffrey Owen, A.C.A., 41963; Penybryn House, 
Gadlys, Aberdare, Glam. 

Morris, Peter, A.C.A., a1963; 7 Maida Way, Chingford, 
London E4. 

Morris, Robert Leslie, A.C.A., a1963; 44 Mayville Road, 
Liverpool 18. 

Morris, Stuart Michael, A.C.A., 21963; 14 Sandmoor Court, 
Harrogate Road, Alwoodley, Leeds 17. 

Morriss, John Reginald, B.A., ACA., 41963; 36 Ashburn 
Place, London SW7. 

Morrissey, Patrick Sefton, LL.B., A.C.A., 21963; with Pannell 
Fitzpatrick Graham & Crewdson, N.R.D.C. Buildings, 
Hospital Road, (P.O. Box 117), Kaduna, N. Nigeria. 

Mortlock, Philip John, M.A., A.C.A., 41963; 37 Eversleigh 
Gardens , Upminster, Essex. 

Moss, Brian, A.C.A. SE ; 9 Grosvenor Road, Westcliff- 
on-Sea, Essex. 

_..Moussa, Maurice Wahba, A.C.A., 21963; 18 Brooklands 
Avenue, Withington, Manchester 20. 

Muir, Ian Andrew, B.COM., A.C.A., 21963; 81 Church Road, 
Woolton, Liverpool 25. 

Munyard, Peter John, A.C.A., 21963; 32 Grenoble Gardens, 
Palmers Green, London N13. 

Murphy, John Michael William, A.C.A., a1963; 221 Gam- 
mons Lane, Watford, Herts. 

Murray, James Alexander Gideon, A.C.A., a1965 ; 'Chalfonts', 
White Rose Lane, Woking, Surrey. 

Mutch, Alastair James Fletcher, A.C.A., a1963; 8 Bramway, 
Bramhall, Cheshire. 

Muxworthy, Peter Rice, A.C.A., a1963; 263 Gower Road, 
Sketty, Swansea. 


Nair, Ashok Kumar, B.sc.(ECON)., A.C.A., 41963; 38 Kenil- 
worth Drive, Croxley, Herts. 

Napier, John Alexander, A.C.A., 41963; with Edmund D. 
White & Sons, 378/380 Salisbury House, London Wall, 
London EC2. 

Neale, Timothy Peter Graham, A.C.A., a1963; ; ‘Barn Ridge’, 

, High Trees Road, Reigate, Surrey. 

Neill, David John Clarke, A.C.A., 41963; 95 Lutterworth 

Road, Nuneaton. 
| Neville, Roy Norman, A.C.A., a1963; 
Caversham, Reading. 

Newman, (Mrs) Joan Ann, A.C.A., 41963; 115 Church Rd, 
Potters Bar, Middx. 

Newton, Edward Barnett, A.C.A., a1963; c/o 1 Athelstan 
Road, Dorchester. 


39 Grosvenor Road, 


Newton, Peter Gibson, A.C.A., a1963; 302 Victoria Road, 


Cleveleys, near Blackpool. 
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Nicholas, James Malcom, A.C.A., @1963; Pear Tree Farm, 
Upper Langwith, near Mansfield, Notts. 

Noakes, Peter John, A.C.A., 21963; 200 College Rd, Norwich. 

Norman, Richard Francis, A.C.A., a1963; 12 Meadway, 
Southgate, London N14. 

North, Neil Leslie, A.C.A., 21963; 5 Edenhurst Ave, 
Braunstone, Leicester. 

Noyes, Gordon Henry, A.C.A., a1963; 76 North Road, 
Southall, Middx. 

Nugent, Michael, A.C.A., 41963; 46 Carloon Rd, Wythen- 
shawe, Manchester 23. i 


Oakley, Norris Alan, A.C.A., a1963; 20 Downside Crescent, 
Hampstead, London NW3. 

Ogden, Alan James, B.A., A.C.A., 21963; 37 Westbourne 
Gardens, London W2. 

Oh, Chong Lim, A.C.A., a1963; 6 Batu Lanchang Lane, 
Penang, Malaya. 

Okafor, Benedict Obiora, A.C.A., eee Flat 1, ra Wood- 

' stock Road, Oxford. 

Okobi, Celestine Emeodibuisienu, B.SC.(ECON.), A.C.A., 
igo with Gibbons & Mitchell, 7/8 Wellington Square, 

astings 


"Oliver, An Lindsay, A.C.A., 41963; 46 Lily Hill Road, 


Bracknell, Berks. 

Onwuazo, Lawrence Onwuka, B.A., A.C.A., aI1963; 35 
Florence Road, Brighton 6. 

Organ, William Frederick, A.C.A., 21963; 97 Seymer Rd, 
Romford, Essex. 

Ottaway, J ohn Edward, A.C.A., a1963; ‘Little Paddock’, 
Green Lane, Cobham, Surrey. 

Overton, John Leslie, A.C.A., a1963; 46 Bakehouse Lane, 
Ockbrook, Derbys. 

oe Seton Jerome, A.C.A., 21963; 1 Swiss Close, Watford, 


Pagan, , Michael John, B.A., A.C.A., 21963; 5 South Hill Park 
Gardens, London NW3. 

Pallister, Geoffrey, A.C.A., 41063; 43 Linden Grove, West 
Hartlepool. ] 

Palmer, Max David, A.C.A., a1963; ‘Red Roofs’, Creskeld 
Drive, Bramhope, near Leeds. 

Palmer, Monroe Edward, A.C.A., @1963; 31 The Vale, 
London NW11. 

Pangbourne, David Geoffrey, A.C.A., 41963; 14 Newmans 
Way, Hadley Wood, Barnet, Herts. 

Pardey, Derek Hugh, A.C.A., 21963; ; 164 Grasmere Avenue, 
Wembley, Middx. 

Park, Stanley, A.C.A., 41963; 13 Cobden Street, Lower 
Wortley, Leeds 12. 

Parker, Allan John, A.C.A., 41963; 192 Bath Rd, Keynsham, 
near Bristol. 


. Parker, Michael Edward, A.C.A., a1963; 12 Devonshire 


Gardens, Cliftonville, Margate. 

Parkes, David George, A.C.A., 41963; 14 Ampton Road, 
Edgbaston, Birmingham 15. 

Parkes, Terence Michael, A.C.A., a1963; 284 Somerville 
Road, Small Heath, Birmingham 10. 

Parr, (Miss) Barbara "Jean, A.C.A., 21963; 52 Grove Road, 
Sheffield 7. 

Parr, Ian Donald, A.C.A., 21963; 9 Nightingale Close, East 
Grinstead, Sussex. 

Parton, J ohn, A.C.A., 21963; 78 Ewart Street, Saltney Ferry, 
Chester. 

Patel, Arvindkumar Hirabhai, A.C.A., a1963; 26 Thornton 
Avenue, London SWa. 

Pat Fong, Yon Yan, B.sc.(ECON.), A.C.A., a1963; 23 Pope 
Hennessy Street, Port Louis, Mauritius. 

§ Pathmarajah, Allen Joseph, A.S.A.A., 41963; c/o Common- 
wealth Development Corporation, 33 Hill St, London W1. 

Patterson, William Noël, A.C.A., 41963; 33 St Stephens 
Gdns, T'wickenham, Middx. 

Paul, Kenneth Alexander, A.C.A., a1963; “The Oaks’, Well 
Lane, Heswall, Wirral, Cheshire. 

Peacock, Ian Gordon, A.C.A. 41963; 3 Sandhurst Way, 
Sanderstead, Surrey. 

Peacock, Malcolm Ian, B.A., A.C.A., 21963; Flat 4, 45 The 
Avenue, Beckenham, Kent. 
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Pearce, Gerald Anthony, B.SC., A.C.A.; 41963; 47 Carlton 
Hill, London NW8. 

Peck, j ames Eyton, A.C.A., 41963; 21 Birkdale Road, Ealing, 
London Ws. 

Penfold, Robert Charles, A.C.A., 21963; 153 Neville Road, 
Forest Gate, London E. 

Pepper, Rodney Thomas Leslie, A.C.A 41963; 37 Moreton 
End Lane, Harpenden, Herts. 

Percival, Christopher Tom, B.A., A.C.A., a1963; Western 
Lodge, Whitesmocks, Durham Ci ity. 

Perera, Peter Nihal, B.Sc.(ECON.), A.C.A., a1963; 64. Belsize 
Park, London NW3. 

Perera, SakalewallicAcharige Brandon Jayalath, A.C.A., 
a1963; 1 Connaught Gardens, London Nro. 

Perrett, Michael William Welford, B.A., A.C.A., 21963; Flat 4, 
37 Kingswood Avenue, J esmond, Newcastle upon Tyne 2. 

ione TI George, A.C.A., 81964; 32 Mill Lane, Histon, 

ambs. 

§ Philip-Smith, John Philip, M.C., A.S.A.A., 41965; "I 'reetops', 
Ashdell Rd, Alton, Hants. 

Phillips, Douglas Howell, A.C.A., a1963; 46 Fleming Cres- 
cent, Haverfordwest, Pembs. 

Phillips, Michael Eric John, A.C.A., a1963; ‘Mayland’, 
Beach Road, Carlyon Bay, St Austell, Cornwall. 

Phillips, Peter John, A.C.A., 231963; 94 Dundonald Drive, 
Leigh-on-Sea, Essex. 

Phillips, Peter Vernon, A.C.A., a1963; 14 Torrington Place, 
North Road, Plymouth. 

Pickthall, Terence, A.C.A., 21963; 63 Monkhams Lane, 
Woodford Green, Essex. 

Pitick, David John, A.c.a., 21963; 34 Kimberley Park Road, 
Falmouth. 

ae Michael, A.C.A., a1963; 15 Gerrard Street, London 


Ponle, Martin John, A.C.A., 21903; II Rutland Road, 
Gedling, Nottingham. 

Porter, Derek Edward, A.C.A., a1963; 2 Llewellyn Avenue, 

- Neath, Glam. 
-Porter, John Michael, A.C.A. 41963; 'Dalmarnock', East- 
lands Road, Rothesay, Isle of Bute. 

Potts, John David, A.C.A., a1963; 21 Devonshire Drive, 
Barnsley. 

Powell, David Samuel, A.C.A., 21963; 84 Norton Road, 
Stourbridge, Worcs, 

Powell, Paul Douglas, A.C.A., 21963; 6 Wyndham Road, 
Ealing, London W13. 

Powell, William Roger, A.C.A., @1963; 65 Newerne St, 
Lydney, Glos. 


Prattent, Norman Walter, A.C.A., a1963; 34. Granville Rd, ` 


Sevenoaks, Kent. 

Preedy, Raymond William, A.C.A., 21963; 5 Elm Grove 
Parade, Wallington, Surrey. 

Prescott, Francis Norman, LL.B., A.C.A., a1963; ‘Eastholme’, 
Brantingham Road, Elloughton, Brough, Yorks. 

Price, Robert William Watson, A.C.A., 41963; 21 Woodhouse 
Lane, Brighouse, Yorks. 

Prime, Richard Percy, A.C.A., ai 963; 33 York Road, 
Tunbridge Wells. 

Prior, Hugh Paul Granville, B.A., A.C.A., 21963; 36 Sefton 
Avenue, Leeds 11. 

Prior, John Ernest Charles, A.C.A., 21963; Plot 1, Bulbourne 
Close, Valley Estate, Berkhamsted, Herts. 

Pryce, David Alan, A.C.A., 41963; 46 Harcourt Terrace, 
London SWio. 

Pullin, Richard Anthony, A.C.A., a1963; ; 13 Mayfield 
Gardens, Halifax. 

Putt, Alan Edmund, A.C.A., 41963; 81 Langley Crescent, 
Dagenham, Essex. 


Randall, Frederick John, A.C.A., 21963; 13 Moreton Close, 
Flamstead End, Cheshunt, Herts 

Rathbone, Charles James bd B. A., A.C.A, 41963; III 
Randolph Avenue, Maida Vale, London Wo. 

Ravenscroft, Kenneth James, B.SC.(ECON.), A.C.A., 41963; 
40 Woodside, Knutsford, Cheshire. 

Rawlinson, Colin Christopher, A.C.A., 21963; 151 Knoll 
Drive, Styvechale, Coventry. 
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Rawstron, Michael John, A.C.A., a1965; 50 Pickhurst Mead, 
Hayes, Bromley, Kent. 

Redwood, Robert, A.C.A., 41963; 35 Stubbs Rd, Penh 
Fields, ‘Wolverhampton. 

Reed, Brian Joseph, A.C.A., @1963; 107 Clapham Rd, 
London SWg. . 

Reed, John Wilfred James, A.C.A., a1963; 24 Slymbridge 
Ave, Henbury, Bristol. 

Reed, Peter John Edward, A.C.A., a1963; 41 Auckland 
House, White City Estate, London Wiz. ` 

Reid-Marr, Godfrey, A.C.A., 21963; ‘St Francis’, Charlton 
Lane, West Farleigh, Kent. 

Reynolds, John Hartley, A.C.A., 41963; 2 Glyncothi, 
Nantgaredig, Carmarthen. 


-Reynolds, Michael Philip Leethem, a.c.a., a1963; 122 


Knightsfield, Welwyn Garden City, Herts 

Riccalton, James Howard, A.C.A., a1963; "oi Larking & 
Larking, 9 Red Lion St, Norwich, Norfolk, NOR 78N. 

Rich, Roy Thomas, B.SC. (ECON. ^» A.C.A., 41963; 11 Claude 
Rd, Leyton, London Ero 

Richards, Arthur Gerald, a. c. A., 21963; 187A Kingston Rd, 
Wimbledon, London SWio. 

Richards, Kenneth John A.C.A., 21963; 14 Delamere SE, 
Salford 6, Lancs. 

Richardson, Geoffrey John, A.C.A., 41963; 5 Bassett Gdns, 
Osterley, Isleworth, Middx. 

Richardson, Graham Arthur A.C. A., 41963; 89 Pulborough 
Rd, Southfields, London SW18. 

Richardson, Walter John, B.A., A.C.A., 21963; 61 Windmill 
Lane, North Reddish, near Stockport. 

Richardson-Hill, Jeffrey George, A.C.A., 21963; 133 The 
Broadway, West Hendon, London NW». 

Rickaby, Robert John Mayors, B.A.(ECON.), A.C.A., a1963; 
10 Meadowfield Drive, Cleadon, Sunderland. 


Riddall Alan Stuart, A.C.A., 41963; 7 Ashdown Walk, 


Collier Row, Romford, Essex. 
Ridley, Ricbard Nicholas, A.C.A., 41963; London House, 
Ripley, Surrey. 
Roberts, David Anthony Humphrey, A.C.A., a1963; 24 
Graham Park Rd, Gosforth, Newcastle upon Tyne 3. 
Roberts, Edward Brian, A.C.A., a1963; 22 Biggin Hall 
Crescent, Stoke, Coventry. 

Robinson, David John, A.C.A., 21963; 11 Seaway Ave, Friars 
Cliff, Christchurch, "Hants. 

Robinson, Gerald Norman, A.C.A., 41963; with Griffiths, .. 
Stone & Co, 55 Chepstow Rd, Newport, Mon 

Robinson, Norman David, A.C.A., 41963; 86 Chesterfield 
Rd, Ashford, Middx. 

Robinson, Peter Arthur, A.C.A., @1963; 33 Water St, 
Accrington. 

Robinson, Philip Brian, A.C.A., 21963; with H. Robinson, 
Elm House, 4 Elm Hill, Norwich. 

Rogers, Bernard Cedric Tames, M.A., A.C.A., d1963; Top 
Flat, 1 Lancaster Drive, London NWs. 

Rogers, Dennis William, A.C.A., 41963; 35 Ferndale Rd, 
Leytonstone, London E11. 

Rogers, John David Michael, A.C.A., 21963; 8 Nevin Drive, 
North Chingford, London Eş. 

Roper, Malcolm Thomas, LL.B., A.C.A., a1963; 4 Bracton 
Drive, Gordon Rd, Nottingham. 

p dde Frank, A.C.A., 41963; 8 Main Ave, Allestree, 

erby. 

Ross, Charles Murray, .A.C.A., 21963; 77 ‘Trevor Rd, West 
Bridgford, Nottingham. 

Ross, Derek, B.A., A.C.A., 21963; 3 Lyncroft House, Lyncroft 
Gdns, London NW6. 


Roughley, John Alexander, B.A., A.C.A., 21963; 56 Beacons- 


field Crescent, Widnes, Lancs. 

Rougier-Chapman, Alwyn Spencer Douglas, A.C.A., 21963; 
2 Pandora Rd, London NW6. 

Ruffle, Anthony John Howard, A.C.A., , 41963; 79 Wickham 
Way, Park Langley, Beckenham, Kent. ` 

Rushbrooke, Anthony Philip, A.C.A., @1963; 7 Moreton End 
Lane, Harpenden, Herts. 

Russell, Allan, A.C.A., a1963; 7o Donnington Rd, Willesden, 
London NWio. 
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RANKING, SPICER AND PEGLER'S 


Executorship Law 
and Accounts 


Twentieth Edition 


by H. A. R. J. WILSON, F.C.A. 


A standard textbook which deals in detail 
with such subjects as estate duty, controlled 
companies, distribution of estate as it affects 
both creditors and beneficiaries, trusts and 
trustees, books and accounts; apportionment, 
etc. Fully illustrated with examples, this work 

. can be referred to with confidence by students 
sitting for the final examinations of the 
accountancy bodies. 


Price 40s m Post free 42s 6d 


DEL (Publishers) Ltd 


10 BARLHAM STREET, LONDON WC2 
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You can put this matter right 
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Punched Card Processing Service 


CONDUCTED ON A SERVICE BUREAU ‘BASIS 
` POWERS-SAMAS (LC.T.)............ 21 COLUMN 


POWERS-SAMAS (LC.T........... .. 36 COLUMN 
` POWERS-SAMAS (LCTA.,, . 40 COLUMN 
POWERS-SAMAS (L.C.T.)....... edison 65 COLUMN 
HOLLERITH OCT... 80 COLUMN 
n t rei ees. 80 COLUMN 


Seven day round-the-clock service 


AJAX CALCULATING SERVICE 


SS LIMITED SE 


15 GREAT ST THOMAS APOSTLE 
LONDON EC4 Telephone: CITy 6111-2 
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MODO M ARENA EC GH DEE 3 tw opm 
A EM VIALE ORDRE ENSE ARES 





An increasing number of responsible 
people are, nowadays, turning to the pro- 
fessional man for advice on questions in 
relation to their personal affairs which 
call for up-to-date knowledge of all kinds 
of specialized subjects from A to Z. 

The United Kingdom Provident is 
able to provide you with every kind of 
information on all topics relating to Life 
Assurance. We have over 100 years’ ex- 
perience. and our latest. figures were a 
record. Compound bonuses paid at the 
triennial valuation on December 31st, 1962, 


-were 60/- per cent per annum on policies 


which had then been in force for three 
years or more, and 55/- per cent per annum 
on policies effected on or after January 
Ist, 1960. 

We have booklets which are fnll of 
useful information and may prove profit- 
able to you. Send for them today. 


UNITED KINGDOM 
PROVIDENT INSTITUTION 


for Mutual Life Assurance 
33-36 Gracechurch Street, London, E.C.3 
Telephone: Mansion House 6543 ats 
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THESPASTICS SOCIETY 


heeds legacies to help 
Children like him. — 
12 Para Crescent 
Londen 7 





SPECIAL NOTICE TO 
ALL ACCOUNTANTS 
AND LIQUIDATORS 


We ‘specialize i in purchasing all classes of . 
liquidation stocks, clearance, redundant, 

surplus and substandard merchandise, - 
irrespective of the quantity and value 

involved. - 


We shall also be pleased to hear from any - 
of your clients, with a view to purchasing : 
clearance lines of all descriptions. 


OUR TERMS - IMMEDIATE PAYMENT 


Ali matters will be treated in the strictest confidence. 


JEMTEX (iverroor) LTD 


48 ISLINGTON, LIVERPOOL 3. TEL: NORTH 3055 


Members of the Liverpool Chamber of Commerce 








are the 
Armstrongs 
moving ? 


Hach of us knows someone, now retired, who 
finds his pension totally inadequate. The pen- 
sion fund to which Mr Armstrong contributed 
for over forty years wasn’t planned to cope 
with continual increases in the cost of living. 
That’s why they are forced to move from a 
pleasant house to a tiny flat. 


The new Crusader Growth Pension Plan, 
however, has been specially designed to ensuré^ 
that funds do meet the increased cost of living 
after retirement. Through it, employers invest 
their own and their employees’ contributions 
in a specially designed ‘Growth Fund’ which, 
as its name implies, is built up of growth 
investments. 

Both the capital appreciation and the interest 
yield are allocated to member funds. Distribu- 
tions of profits are made every five years, and 
trustees can also distribute bonus pensions to 
members, either before or after retirement. 


If you as an employer can only offer, or as an ` 
employee only look forward to a future as 
uncertain as the Armstrong’s, you should get 
in touch with the Group Pensions Department, 
Crusader Insurance Co Ltd, 52 Lime Street, 
London EC3, telephone number MANsion 
House 4851. 
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St Leger, Patrick Anthony, A.C.A., a1963; ‘The Chestnuts’, 
Whittlesey, near Peterborough. 

Sallis, Gerald Heber, A.C.A., a1963; 7 Cricket Green, 
Hartley Wintney, Basingstoke, Hants. 

'$Sampson, Derek Frederick Gordon, A.S.4.4., a1963; 3 
Cypress Drive, Chelmsford, Essex. 

d Aubrey, A.C.A., a1963; 51 Caithness Rd, London 


14. 
ae oR Adrian, A.C.A., 21963; 81 Overstone Rd, Luton, 
eds. 

Sanyal, Saumitri, A.C.A., 31963; with Ford, Rhodes, Williams 
& Co 4B Frederick's Place, Old Jewry, London ECz. 

Sassoon, Eldon David 5.A.(COM.), A.C.A., 41963; 4 Linden 
Rd, Didsbury, Manchester 20. 

Saunders, Eric, A.C.A., a1963; 6 Midanbury Crescent, 
Bitterne Park, Southampton. l 

Scragg, Michael John, A.C.A., a1963; “he Steps’, East End 
Way, Pinner, Middx. 

Sears, Philip Alan, A.C.A., a1963; 9 Wharfedale, South 
Shore, Blackpool. 

Sela, Owen Thomas Kelaart, 8.SC.(ECON.), A.C.A., 41963; 26 
Carlingford Rd, London NW3. 
Setchell, David Lloyd, B.A., A.C.A., a1963; 13 St George's 

— Sq., London SW1. 

Seth, Indrajit, B.A., A.C.A., 41963; 64 St George's Sq., 
London SW1. ; 

Sharp, John, A.C.A., a1963; 21 Lanfield Ave, Blackpool SS. 

Sharpe, (Mrs) Sheila Christine, A.C.A., a1963; 42 Fawcett 
Rd, Stevenage, Herts. ` 

Shaw, William Haighton, A.C.A., a1963; r4 Park Drive, 
Bradford 9. 

Sherazee, Mohammed Ali, A.C.A., 21963; c/o Lloyds Bank 
Ltd, 79 Brompton Rd, Knightsbridge, London SW3. 
Shirtcliff, Richard Andrew, A.C.A., 41963; 26 Otford Rd, 

Sevenoaks, Kent. 
Sibson, Ian Daniel, A.C.A., a1¢63; 33 Westerleigh Rd, 
Downend, Bristol. 


Siddiqui, Irfan Husain, A.C.A., 21963; 39 Kingswood Ave, 


London NW6. 

Sidley, Richard John Lewis, a.c.a., a1963; Flat 3, 11 
Bramham Gdns, London SW;. 

Sinclair, Keith Law Grant, A.C.A., a1963; Cotswold Lodge, 
Westfield Rd, Beaconsfield, Bucks. 

Singh, Raj Kumar, A.C.A., 41963; 177 West Mount Rd, 

- Eltham, London SEg. ; 

Sinha, Raj Narayan, A.C.A., a1953; White Hall Hotel, 5 
Kensington Gdns Sq., London W2. 
Slade, Peter Frederick, B.COM., A.C.A., 21963; 66 Glenwood 
Gdns, Ilford, Essex. ` 
Smart, Campbell Anderson, A.C.A., 41963; ‘Crossways’, 
Windsor Rd, Radyr, Glam. 

Smart, Ronald Cyril, a.c.a., ar963; 22 Burleigh Rd, 
Hillingdon, Uxbridge, Middx. | 

Smedley, Eric Anthony, A.C.A., a1963; 44 Compton Rd, 
Wimbledon, London SWrg. 

Smith, Anthony Lawrence, A.C.A., a1963; 14 Southbourne, 
Hayes, Bromley, Kent. 


Smith, Barrie Michael, a.c.a.,.a@1963; 150 Winsover Rd, 


Spalding, Lincs. 

Smith, David Treharne, A.C.A., 1963; The School House, 
Patchway, near Bristol. 

Smith, Eric Tysoe, a.c.a., a1963; 25 Old Manor House 
Court, Epsom, Surrey. 

Smith, Mark Aynsley, A.C.A., a1963; 29 Linkside, New 
Malden, Surrey. 

Smith, Mervyn William, a.c.a., @1963; with Cooper 
Brothers & Co, Abacus House, 33 Gutter Lane, Cheap- 
side, London ECa. 

) Smith, Trevor, A.C.A., a1963; 3 Highdale, Off. Borrowdale 
Rd, Dewsbury, Yorks. 

Smyth, William Arthur, B.A., A.C.A., a1963; 64 Bingham 

Rd, Addiscombe, Croydon, Surrey. 


Snow, Peter Wallace, A.C.A., a1963; 7 Montagu Mews 


South, London Wr. x 
Snowden, John Barry, A.C.A., a1963; 57 Crawford Rd, 
Hatfield, Herts. 
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Sockett, Greville William Talbot, M.A., A.C.A., 21963; 128 
Barlow Moor Rd, West Didsbury, Manchester 20. 

Sodipe, James Olufemi Gbemisola, B.COM., A.C.A., 21963; 
c/o Justice Coker, High Court, Lagos, Nigeria. 

Solomons, Stanley Phillip, B.sc.(ECON.), A.C.A., @1963; 
21 St Davids Close, Barnhill Rd, Wembley Park, 
Middx. l e 

Somers, Robert Louis, A.C.A., a1963; 'Liskerret', Eyewell 
Green, Seaton, Devon. 

Spalding, Richard Lionel, a.c.a., a1963; Berwick Lodge, 
141 Bath Rd, Worcester. 

Stacey, Gareth Arthur, B.A., A.C.A., 21963; 6 St Matthew's 
Rd, Torquay. 

Stafford, Brian John, B.A., A.C.A., a1963; 7 Paget St, 
Grangetown, Cardiff. 

Stares, Martin, A.C.A., 21963; ‘Ruxley’, Footscray, Sidcup. 

Stead, Michael Neville, A.C.A., 21963; 18 Selby St, Wake- 
field, Yorks. 

Steven, John Alexander, A.C.A., 21963; Force Green Farm, 
Westerham, Kent. 

Stevens, David George, A.C.A., @1963; 42 Mansfield Rd, 
Luton. 

Stonehouse, Brian Henry, A.C.A., a1963; 4 Windmill Rise, 
Heath Rd, Upton-by-Chester. 

Strickland, Anthony William Droen, A.C.A., @1963; II 
Lenton Ave, The Park, Nottingham. 

Strong, Michael Charles, B.A., A.C.A., 21963; ‘Southfield’, 
Hoveringham, Nottingham. 

Sullivan, John Francis, A.C.A., a1963; 37 Haddon Grove, 
Sidcup, Kent. 

Sumner, Edward Jeffrey, B.A.(COM.), A.C.A., a1963; 263 
Kingsway, Cheadle, Cheshire. 

Sutcliffe, Samuel Andrew, A.C.A., 41963; Hough House, 
Stump Cross, Halifax. 

Sutherland, Robert Hamish Scott, A.C.A., a@1963; 21 
Gilston Rd, London SWio. 

Sutton, Timothy Frederick, A.C.A., 41963; 35 Farren Rd, 
Forest Hill, London SE23. 

a Derek, A.C.A., 21963; 37 Castlewood Close, Clevedon, 


om. 

Sykes, John Anthony, 4.c,A., ai963; 7 Halton Close, 
Almondbury, Huddersfield. 

Taylor, John Alfred, a.c.a., 21963; 98 The Sunny Rd, 
Enfield, Middx. 

Templeton, Kenneth Nelson, A.C.A., 21963; 10 Green Lane, 
Houghton, Carlisle. 

Terrill, Colin John, A.C.A., a1963; 7 Albion Rd, Booker, 
High Wycombe, Bucks. 

Tetley, Michael Bagshaw, A.C.A., a1963; 4 Church Lane, 

. Bromsgrove, Worcs. 

Thalaiasingam, Eliyathamby Vinasithamby, B.sc.(ECON.), 
A.C.A., 21963; ‘Saravanai’, Velanai, Ceylon. 

Thein, Maung Myint, a.c.a., 41963; 28 Wellesley Rd, 
Croydon, Surrey. 

Thomas, John Edward, A.C.A., a1963; 9A Sunnyside, 
Wimbledon, London SW19. 

Thomas, Malcolm Christopher, A.C.A., 31963; 37 Fields 
Park Ave, Newport, Mon. 

Thompson, Geoffrey Barrington, A.C.A., 21963; 6 Norfolk 
Close, Palmers Green, London N13. 

Thresher, John, A.C.A., 21963; 35 Errol Gdns, New Malden, 
Surrey. 

Thurairajah, Kanapathipillai, B.sc., A.C.A., 41963; 3 
Clanricarde Gdns, London W2. 

Tichias, Charles Alan, A.C.A., a1963; 16 Cartwright Lane, 
Beverley, Yorks. 

Tinsley, Peter Antony, M.A., A.C.A., 21963; 29 Alwoodley 
Lane, Leeds 17. 

Tolson, Michael, A.C.A., a1963; 131 Royd St, Slaithwaite, 
Huddersfield. 

Tomlinson, Ian Edward, LL.B., A.C.A., a1963; 7o Lockyer 
Ave, Burnley. 

'Toogood, Dennis Victor, A.C.A., 41963; 11 Burleigh Gdns, 
Penn Lea, Bath, Som. 

Topple, Barry Stanley, A.C.A., a1:963; 43 Geneva Rd, 
Ipswich. . 


418. 


Townend, David James, A.C.A., @1963; with Harcourt, 
. m & Co, 13 Frederick Rd, Edgbaston, Birmingham 


Tricker, George Edward Geoffrey, A.c.A., i563: ; 20 Adine 
Rd, Plaistow, London E13 

Triges, (Miss) Patricia Winifred, A.C.A., 21963 ; 120 Charlton 

, Edmonton, London No. 

Turnbull, Richard James, A.C.A., a1963; The British Linen 
Bank House, Coldstream, Berwickshire. - 

Turner, Victor Albert, A.C.A., ai 963; ; 161 Albert Rd, 
, Stechford, Birmingham 33. - 


Uncles, David Robert, A.C.A., 21963; 19 Ramsey Rd, 


Horfield, Bristol 7. 
Unsworth, Raymond, A.C.A., 21963; 4 Ranelagh Drive 
` North, Liverpool 19. 


Varley, Peter, A.C.A., a1963; Corner Cottage, Calgarth, near 
Windermere, Westmorland. 

Venables, James Edwin, A.C.A., 21963; 79 Biddulph Man- 
sions, Elgin Ave, London 

Vyas, Gajendraprasad Mohanlal, A.C.A. , 419633 12 Sherwood 
Court, Seymour Place, London Wi. 


Wainwright, John Arthur, A. C.A., 21963; 31 Kersey Gdns, 
Harold Wood, Essex.. 

Wakefield, David John, a.c.a., a1963; ‘Maryville’; Crick- 
lade, Swindon. 

Walker, Frederick Ewart, A. C.A. » 31963; cho PO Box 866, 
Kampala, Uganda. 

Walker, Robert Francis, A.C. A. , 41963; Il Philbeach Gdns, 
London SW5. 

Waller, Christopher Richard, A. C.A., 419603; I 37 Daws 
Heath Rd, Rayleigh, Essex. : 


§Waller,. Richard de Warrenne, A.S.A.A., 21963; ; Flat 34^, 


16 Radnor Park Ave, Folkestone, Kent. 

Wallis, William Oscar Francis, B.A., A.C.A., (bas 13 Pitt 
St, London W8. 

Walsh, John Brian, A.c.4., a1963; 25 Parklawn Ave, Epsom, 


urrey 

Walsh, Peter Terence, A.C.A., 41963; 21A Gloucester Rd, 
Birkdale, Southport. 

Walther, David James, A.C.A., 21963 ; The Flat, Melrose Rd, 
Waterloo, Liverpool 22. 

Wanliss-Orlebar, Christopher Ian Gerald, B.A., A.C.A., 41963; 
159 George St, Bryanston Sq., London Wi. 

Ward, Ivan J ohn, A.C.A., 21963; 7A Diamond Rd, Watford, 


Herts 

Warden, Charles Humphrey, A.C.A., 21963 ; 15 Milton Close, 
Bentley Heath, Solihull, Warwicks. 

Wardle, Nicholas Darlington, A.C.A., 41963; 12 Hunter Rd, 
Wimbledon, London SW2o. 

ies Brian, A.C.A., 21963; 35 Dane Rd, Chelmsford, 

Ssex 

Waterhouse, Anthony Keith, A.c. A. , 41963; 244 Broomfield, 
Adel, Leeds 16. 

Waterman, Brian David Percy, B.COM., A.C.A., 41963; 
Flat 1, 29 Beech Rd, Du Stourbridge, Worcs. 

Watson, Frederick Alick B.A. (COM.), A.C.A., 41963; 42 
> Fownhope Ave, Sale, Cheshire. 

Watson, Peter James, ‘A.C.A., 41963; 31 Kirkwood Drive, 
Cookridge, Leeds 16. 

"Watson, Timothy Julian, A.C.A., 21963; 46 Ashleigh Rd, 
Leicester. 

Weale, Mark Alfred, a.c.a., a1963; ‘Pine Cones’, Darell Rd, 
Caversham, Reading. 

Webb, Anthony Thomas, A.C.A., 21963; ‘Little Yopps’, 
Plaxtol, near Sevenoaks, Kent. 

Webb, J ohn Christopher Richard, A.C.A., 21963; ‘Sullington 
Warren’, Heather Way, Storrington, Pulborough, Sussex. 

Webb, Maurice Francis, A.C.A., 41963; 57 Sydney Rd, 
Hornsey, London N8. 

Webster, Alan, A.C.A., a1963; 15 Hadlow Green, Brinning- 
ton, Stockport. 

Weight, Terence James; A.C.A., 41963; ; 13 Broad Rd, iu. 
Cheshire. 
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Wellings, Donald David, A.C.A., a1963; 221 Moor End Lane, 
Erdington, Birmingham 24. j 

Wells, David Arthur, A.C.A., 41963; 78 St Peters Rd, 
Edmonton, London, Ns. 

"Wells, William Anthony, A.C.A., a1963; 91 Belstead Rd, 
Ipswich. 

Welton, Anthony, A.C.A., a1963; 52 Cornfield Rd, Bury St 
Edmunds, Suffolk. 

Wenman, Peter William, A.C.A., a1963; 2x Station Rd, 
Letchworth, Herts 

Westwood, David Alfred B.A.(ECON.), A.C.A., 61963; 123 
Bleakhouse Rd, Quinton, Birmingham 32. 

Wheeler, David John, A.C.A., 41963; 18 Amanda Drive, 
Yardley, Birmingham. 26. 

Whitby, Brian Reginald: Herbert, a.c. A. m 21963; 167 
Nottingham Rd, Stapleford, Notts. 

White, David ‘John, A.C.A., 41963; 72 St Margaret’s Rd, 
Lowestoft. 

White, (Mrs) Hazel, a.c.a., a1963; “The Dormers’, Elgood 
Ave, Northwood, "Middx. 

Whitehead, Michael Ernest, B.SC. (ECON. ) A.C.A., a1963; 
136A Cambridge St, London SW1. 

Whitehill, Edward David, B.A., A.C.A., 41963; 27 Frognal 
Court, Finchley Rd, Hampstead, London NW3. T 

Whittington, Geoffrey, B.SC.(ECON.),. A.C.A., @1963; c/o 
Department of Applied Economics, University of 
Cambridge, Sidgwick Ave, Cambridge: 

Whyte, Alan Durno, A.C.A., a1963; 23 (Cadogan Gdns, 
London SW3. 

Wicksteed, Teas thee Hartley, A.C.A., a1963; 37 Leicester 
Rd, Blaby, Leicester. 

Wightman, Gerald, A.C.A., 41963; 237 Cowcliffe Hill Rd, 
Fixby, Huddersfield. 

Wilkins, Richard John, A.C.A., ar963; i1 Leeds Sq., 

a1963; 


Gillingham, Kent. 

Williams, Colin Cecil, A.C.A., *"Ty-Rholben’, 
‘Teignmouth Rd, Dawlish, Devon. 

Williamson, Donald Gordon, A.C.A. , 21963; ‘Dee Lodge’, 
Oaksway, Heswall, Cheshire. 

Williamson, John David, A.C.A., 41963; 25 Marlborough 
Rd, Bowes Park, London N22. 

Willifer, Brian Lester John, A.C.A., a1963; ; ‘Redhaven’, 
London Rd, Redhill, Surrey. - 

Willis, Michael Christopher, A.C.A., a1963; 12 Swan Mill 
Gdns, Dorking, Surrey. 

Willows, George Foster A.C.A., a1963; 9 Selborne Grove? 
Keighley, Yorks. ~- 

Wilson, Michael Stuart, A.C.A., @1963; 39 Bury Fields, 
Guildford, Surrey. 

Wilton, Kenneth George, A.C.A., 41963; 1178 Neath Rd, 
Plasmarl, Swansea. 

Witham, Harry, A.C.A., 41963; Stoke Lodge, Steels ane: 
Oxshott, Leatherhead, Surrey. 

Wivell, Robert Frederick Banks, 8.A.(ECON.), A.C.A., 21963; 
25 Queens Rd, Jesmond, Newcastle upon Tyne 2. 

Wood, Ewart Walter, A.C.A., 41963; Island House East, 
Steep, Petersfield, Hants. 

Woods, Derek William, A.C.A., 21963; ; 46 Mountfields 
Drive, Loughborough, Leics. 

Wright, John Anthony, A.C.A., 21963; 15 Slayleigh Lane, 
Fulwood, Sheffield 10. 

Wyse, John Howard, A.C.A., @1963; 91 Rectory Lane, 
Tooting, London SW:7. 


Yarwood, Andrew Christopher B.A.(ECON.), A.C.A., 21963; 
251 Wake Green Rd, Moseley, Birmingham 13 

Yates, Kenneth Charles, A.C.A., 01963; with H. & Hopkins 
& Co, 8 Park Place, Cardiff. 

Young, 'Rex Victor, A.C.A., a1963; 40 Victoria Rd, Stech- 
ford, Birmingham 33.  - 1 

Youngman, Brian Christopher, A.C.A., 21963; ; 104 Epsom 
Lane North, Epsom, Surrey. 


e o Yacoob Ali, A.C.A., 21963; 89 Oakley St, London’ 


Zeital, d Samuel, A.C.A., AI 963; S 4 Ravensdale dé 
North Finchley, London N12. 


October 12th, 1963 


Fellowship 
b. Council acceded to applications from eighteen 


associates to become fellows under clause 6 of the 


supplemental Royal Charter. 


Incorporated Accountant Member Becoming 
an Associate 


The Council acceded to an application from the 
following incorporated accountant member for election 
as associate under clause 6 of the scheme of integration 
referred to in clause 34 of ae supplemental Royal 
Charter: ~ 


Jones, Ivor Lloyd, A.5.4.4., 21959; with Deloitte, Plender, 
CE & Co, Midland Bank Chambers, 97 Bute Street, 
ardiff. 


hU Members Commencing to Practise 
The Council received notice that the following mem- 
bers had commenced to practise: 


Backhouse, Bernard John, a.c.a., a1960; Menzies &- Co, 
Lawrence Buildings, 2 Mount Street, Manchester 2. 

Bates, David George, A.C.A., a1662; Miller, Strong & Co, 
37/39 High Holborn, London WCx. 

SES Philip James, A.C.A., 81959; 82 Havelock Road, 
Derby 

Berger, Harvey, A.C.A., 21961; Young & Co, 5 Mansfield 
Street, Portland Place, London Wi. 


Berry, David Charles, A.C.A., 21961; Berry, Lock & Partners, ` 


7 Oakmeade, Hatch End, Middx 
Berry, John Russell Whiteway, 4.C.A., a1960; Wm F. A. 


Cooper & Co, 520 Bank Charabers, 329 High Holborn; - 


London WC1. 

§Betty, David Rex, a.s.a.a., a19361; fiBetty & Dickson, 
511—516 City Trust House, 106 Fox Street, Johannesburg, 
South Africa. 


Bevan, Peter Harrison, A.C.A., 251957; Asbury, Riddell & 


_ Co, 7 The Square, Shrewsbury. 


E - Collins, Francis Philip, F.C.A., 41940; F. P. Collins & Co, 
4. Bridge Street, Caversham, Reading, Berks. l 

Cowburn, Graham, A.C.A., a1960; O. & W. B. Haworth, 
14 Abingdon Street, Blackpool, and at Coventry. 

Crowe, William Neil, A.C.A., a1963; W. H. Walker & Co, 
E. C. Price, Son & Reid and Slade, Lewis & Slade, 
6 Iddesleigh House, Caxton Street, London SWi ; also at 
Douglas, Isle of Man and Liverpool, W. H. Walker & Co. 


Davis, Frederick Arthur William, A.C.^., a1957; {Thornton 
Baker & Co, Lloyds Bank Chambers, Evesham, Worcs; 
for other towns see Thornton Baker & Co. 


Devoy, Brian Patrick, A.C.A.,.091957; Devoy & Co, 7. 


Manor Road, Blackburn, Lancs. 


Elliott, Michael William, A.C.A., a1962; L. E. Arrowsmith 
Co, 3 Northumberland Plaze, North Shields, North- 

umberland. 

Evans, Kenneth Royston, A.C.A., 21961; A. B. Snow, Wood 
& Co; 10 Pall Mall, Hanley, Stoke-on-Trent. 

Evans, Lawrence Joseph, F.C.A., £1951; W. H. Walker & Co, 

. 42 Castle Street, Liverpool 2, ahd at Douglas; also at 
London, W. H. Walker & Co, Slade, Lewis & Slade and 
E. C. Price, Son & Reid. 


| Galliano, James Patrick, a.c.a., a1962; J. P. Galliano & Co, 
8 Church Lane, Gibraltar. 

Gill, David Greatorex, A.C.A., az962; David S. Gill & Co, 
Griffin House,.18/19 Ludgate Hill, Birmingham 3. 

Gilinour, William Peter, A.C.A., 21964; ; W. H. Walker & Co, 
E. C. Price, Son & Reid and Slade, Lewis & Slade, 6 
Iddesleigh House, Caxton Street, London SW1; also 

. atDouglas and Liverpool, W. H. Walker & Co. 
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Gledhill, Edwin, .F.c.a., aS1940; Simpson, Wood & Co, 
Bank Chambers, Market Street, Huddersfield. 

Green, Roger Norman, A.C.A. , 01963; ; Norman Green & Co, 
43 King Street, Sudbury, Suffo 

Greenberg, Lawrence, A.C.A., a1961; Dawn Greenberg 
& Co, 44 Hartford Avenue, Kenton, Harrow Middx. 


Hall, John Euston, A.C.A., 291957; 282 Hollinwood Avenue, 
Chadderton, Oldham, Lanes. 

Heaford, James Anthony, A.C.A., a1960; {Edward Myers, 
Clark, Eckersley & Co, Awdry House, 11 Kingsway, 
London WC2, and at Burnley, Manchester and Watford. 

Hind, Donald Bryan, a.c:a., a1954; Dewar & Co, 17 Fleet 
Street, London EC4. 

Hoare, Roger John, A.C.A., 21963; Alexander B. Neil & Co, 
4/7 Chiswell Street, London EC1. 

Hobday, Richard Oswald, A.C.A., 91959; TPannell 
Fitzpatrick, Grabam & Crewdson, (P.O. Box 158), 
Colonial Building, 72/74 South Quay, Port-of-Spain, 

. ‘Trinidad, Wx. 

Horn, Peter John, A.C.A a1961; *F. Berry & Co, Duchy 
Chambers, 4. Clarence Street, Manchester 2. 


Ingarfield, John, F.c.a., 21948; Gerard van de Linde & Son, 
Chesterfield House, 26/28 Fenchurch Street, London 
EC3. 

James, Kenneth Dudley, A.C.A., 21962; “Holland, James & 
Co, and K. D. James, Commerce Chambers, Commerce 
House, South Street, Lancing, Sussex. 

Johnson, Michael, A.C.A., 241958; 23 Broad Oak Green, 
Penwortham, Preston. 

Jones, Emyr Gwyn, A.C.A., a@S1955; Gwyn Jones & Co, 
Burton Chambers, King Street, Carmarthen. 


McLeod, William Routledge, A.C.A., &1958; Bolam House, 
George Street, (P.O. Box 898),-Nassau, Bahamas. 


` Masters-Thomas, Peter Geoffrey, F.C.A., 21952; ‘Estoril’, 


Hillside Rise, Northwood, Middx. 

Miller, David Brian, A.C.A., a1957; R. P. Smith & Co, 28 
St Thomas’s Road, Chorley, Lancs. 

Molyneux-Berry, Donald Bewes, A.C.A., a1961; TEdward 
Myers, Clark, Eckersley & Co, Awdry House, 11 Kings- 
way, London WCa, and at Burnley, Manchester and 
Watford. 

Murray, Dudley Herbert Donald, A.C.A., a1962; 3 Cardigan 
Court, Trafalgar Avenue, Worcester Park, Surrey. 


Nesham, Donald John, B.A. (ECON.), A.C.A., a1962; Wood, 
Nesham & Go, 1-3 Queens Square, Middlesbrough. 


Paine, Norman, F.C.A., 481928; Flat 6, 113 Blackheath Park, 
London SE3. 

Parke, Dudley Brendan, A.C.A., 41957; Holloway & Co, 
Chancery House, 23 Highbury Crescent, London N5. 
Parr, William David, A.C.A., 41963; *Page, Burne & Black, 

7 Victoria Street, Liverpool 2. 


Recaro; Clive Joseph Lawrence, A.C. A., 41959; 273 White- 
chapel Road, London Ez. 


| Siddall, Mark Edward, A.C.A., a1961; "Wise, Lord & 


Ferguson, Adams & Bennetts, 2 23 Elizabeth Street, Hobart, 
Tasmania; also at Devonport and Launceston, "Record 
& Tregaskis. 

Smith, Philip Victor, A.C.A., a1959; Watson, Wood & Co, 
8 Duke Street, Piccadilly, ‘Bradford 1. 


Taylor, Dennis, A.C.A., aS1957; C. F. Ross, Taylor & Co, 
110 New Walk, Leicester. 

Thomson, Gordon, A.C.A., 41958; 183A Altway, Aintree, 
Liverpool ro 

Triggs, Robert Jackson, A.C.A., 41953; 5 Woodlands Close, 

. Earl Howe Road, Holmer Green, Bucks. 

‘Turner, William Herbert, F.C.A., 291952; “Bullard & Co, 
32 Guildhall Road, Northampton. 


Watling, John, A CA, @1959; Duthie, Harrison & Fox, 
Westminster Bank Chambers, Macclesfield, Cheshire. 
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Williams, David Anthony, A.C.A., a1961; Maurice Golend 
Co, 65 Lincoln Road, Peterborough, Northants and at 
London. 

Williams, Peter Michael, A.C.A., a1961; Kay, Keeping & 
Co, 51 New Cavendish Street, London Wir, and at 
Birmingham. 

Wilson, Robert Ley, a.c.a., a1961; Pearce, Collins & Co, 
Princes House, 34/36 Princes Street, Yeovil, Somerset. 
Wood, Peter Leslie, A.C.A., 41959; Wood, Nesham & Co, 

1/3 Queens Square, Middlesbrough. 

Woolfenden, Vyvyan Peter, a.c.a., a1959; T. E. Milligan & 
Co, Chronicle Buildings, 74 Corporation Street, Man- 
chester 4. 
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Re-admission to Membership 


Subject to payment of the amounts required by the 
Council, one former member of the Institute was re- 
admitted to membership under clause 23 of the supple- ` 
mental Royal Charter and one former member under 
bye-law 38. ` l 
Resignation 

The Council accepted the resignation from member- 
ship of the Institute of: 

Parratt, Percival John, M.B.E., F.C.A., a1932; 11 Marchmont 

Road, Wallington, Surrey. 


PRESENTATION OF PRIZES 


Following the meeting of the Council on October 2nd, 
the President formally presented prizes and certificates 
of merit to the successful candidates in the May 
examinations who were able to attend. Relatives and 
friends of prize-winners were invited to the ceremony, 
which was held in the Oak Hall at Moorgate Place and 
was followed by tea. 

In the course of his address, Mr Winter said: 

It is my great pleasure to welcome you all to the 
Institute this afternoon. We are especially glad that 
so many of the parents and friends of the candidates 
are here and we hope that you will have an opportunity 
later of going round and seeing this building. 

To the candidates I would extend a warm welcome 
and our congratulations on obtaining these prizes 
and certificates of merit which prove that you heave a 
very high degree of competence in your profession. 
Some of you have qualified in your Final examination 
and at the meeting of the Council this morning those 


of you who had applied, and I assume most of you ` 


had, wil be admitted on the payment of a small 
consideration. You from henceforth will be members 
of this Institute and, of course, subject to all the 
obligations which that involves and I would like to 
stress that a professional man is not just one who has 
competence in his technical work as an accountant. 
We have a responsibility to maintain the standards and 
ethics of this Institute. We are living in a world where 
things are changing very rapidly and although we are 
a young profession compared with law or medicine 
we have over the years since we commenced in 1880 
established a very strong tradition and standard of 
conduct which we have had handed on to us by our 
grandfathers and fathers, and which we are now 
handing on to you. 


We are entering into a new era in accountancy in 
which there are tremendous possibilities. We started in 
the 1880s with insolvency work and estates. In fact 
in those days people did not like to be seen with an 
accountant because it implied that they were heading] 
for bankruptcy. By the end of the ‘century we had 
entered into the field of audit practice, which is still the 
basis of our work. ‘The wars then came, which brought 
all the problems of taxation, costing and what we now 
call management accounting, and today management 
accounting is very much to the fore. We have also got 
mechanization and we have got the introduction of 
computers; with all these methods we shall have to 
make ourselves familiar, if not in detail at least to know 
how they work so that we can guide our clients, or if 
you are in industry, guide your board of directors on 
what is the most efficient form of accounting. You 
should, however, always remember that whether you 
are in practice, or engaged in a public accountant's 
office or whether you decide to go into industry, you 
are still members of this Institute, you are still one of 
the family, and we hope that as the years go on you 
will always keep in touch with us in Moorgate Place. 

You have several opportunities of doing this. Ar . 
our summer schools at Oxford in July and at Cambridge * 
in September, we have a gathering from all over the 
world of our members in industry and in practice. 

Now to the Intermediate candidates. You have made 
a very good start and J should hope to see you here 
again in what may be two years or three years to receive 
prizes in the Final. 

I am not going to say more except to hope that you 
enjoy this afternoon. It is a good thing to see the 
Institute at least once in your lives and I hope you will 
take away with you happy memories of today. 


FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 


Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a 
hearing held on September sth, 1963. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that an associate 
of the Institute had been guilty of acts or defaults 
discreditable to a member of the Institute within the 
meaning of clause 21, sub-clause (3) of the supple- 
mental Royal Charter in that (a) he accepted nomination 
as auditor of a club without first communicating with 
the existing auditors; (b) having been approached by 
some members of that club, he obtained nomination as 


auditor of the club by indicating his readiness to accept ` 
a fee lower than that charged by the existing auditors, ` 
so as to render himself liable to exclusion or suspension 
from membership of the Institute. The Committee 
found that the formal complaint had been proved 
under heading (a) but had not been proved under 
heading (b) and the Committee ordered that the mem- 
ber be reprimanded but considered that there existed 
special circumstances justifying the omissicn of his 
name from the publication of the Finding and Decision. 
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} LONDON CHARTERED ACCOUNTANT 
"t. ` STUDENTS ANNUAL MEETING - 


'The Chartered Accountant Students! Society of 
London held its annual meeting last Monday evening 
in the Hall of The Institute of Chartered Accountants 
in England and Wales, with the President, Mr W. E. 
Parker, C.B.E., F.C.A., in the chair. 

The report of the Committee for the period from 
January ist, 1962, to April 30th, 1963, shows that 
membership of the Society continues to increase and 
at April 3oth, there 
were 10,029 members, 
of whom 7,548 were 
students; the student 
members of the Society 
therefore representabout 
28 per cent of the articled 
clerks in the whole 
country. 

Referring to the im- 
plementation of the 
recommendations of the 
Parker Report on educa- 
tion and training, the 





two important sections 
at present in hand are 
the provision of com- 
pulsory introductory 
courses for newly-articled clerks and the steps to be 
taken to impress upon principals the importance of 
the obligation they undertake to train those who are 
articled to them. 

Forty separate series of lectures .were organized 
during the period, comprising 154 meetings and 164 
lectures in all; attendances showed some revival from 
the low level of 1961. In addition, visits were made to 
banks and industrial undertakings and a number of 
debates were organized. The spring and autumn 
residential courses at Oxford and Cambridge con- 
tinued to be over-subscribed and each year about 
five hundred students take part in these courses. Social 
activities included the annual dinner and the Christ- 
mas and summer dances. 





Mr W. E. Parker 


Financial Problem | 

In seconding the adoption of .the Committee’s 
report and accounts, Mr M. ‘Ali Khan, B.COM., A.C.A., 
the Vice-Chairman of the Committee, said that the 
principal source of worry for the Committee was the 
provision of finance to cope with the Society's expan- 
sion. They had been assured that the Society would 
not be ‘on the street’ when the lease of the present 
premises came to an end and there was hope that in 
due course proper financial arrangements would be 
made. Meanwhile the opportunity to move to Lee 
House had been lost and the Society's organization 
bad been placed in very difficult circumstances. As 
soon as the outlook was clearer the Committee would 
be giving top priority to the question of a students' 
centre. 


The perennial worry of the Committee was the lack 


of attendance at meetings. Even thé annual general 
meeting attracted only a small attendance. Were the 


Committee state that 


Committee so good that no criticism was needed — 
so good that no nominations for vacancies were 
frothcoming except the Committee's own proposal for 
re-election of retiring members? The Oxford and Cam- 
bridge courses were an exception to the poor attend- 
ance record, and there had been a small general 
improvement in other directions. The Committee felt 
that the magazine was an important link between the 
members and themselves but it depended for. its con- 
tinuance upon the support of members in the form of 
written contributions. l 

The Committee had recently started an experiment 
by making contact with student bodies in other pro- 
fessions to explore the possibilities in exchange of 
programmes and speakers and perhaps debating 
tournaments. ; 

He summarized the current problems of the 
Cómmittee as (a) to stimulate more enthusiasm amongst 
members, (b) to encourage principals to be more 
helpful; (c) to convince the Council of the Institute 
that adequate finance was required; and (d) to ensure 
an efficient and happy staff. . 

After a number of criticisms and suggestions in 
connection with the Society’s work and organization 
and the attitude of principals to it and after replies on 
behalf of the Committee, the report and accounts were 


approved. 


Three amendments of the rules were then approved 
to fill gaps in the express powers of the Committee 
against defaulting members and to extend the period 
Of notice for motions and nominations for the annual 
general meeting. In this connection the Committee 
undertook to explore the possibility of giving better 
notice of the time limit for making such proposals. 


Retirement of President 

Mr W. E. Parker, C.B.E., F.C.A., retired at the con- 
clusion of his five years as President of the Society. 
To mark the very lively appreciation of all that he had 
done for students and for tbe Society during that 
time, he was presented with a gold wrist watch 
subscribed for by the members of the Society. In his 
reply; Mr Parker said how touched he was by this 
appreciation and that it should have been provided 
by the individual members as a personal gift. 

Mr Ernest F. G. Whinney, M.A., F.C.A., was elected 
President to succeed Mr Parker and the following 
officers and members of the Committee were re-elected 
unanimously: 

Vice-Presidents: Sir Harold Howitt, G.B.E., D.8.0., M.C., 

D.L., F.C.A., Messrs Douglas A. Clarke, LL.B., F.C.A., 
E. Kenneth Wright, M.A., F.C.A. 

Hon. Treasurer: Mr W. K. Wells, B.A., F.C.A. 

Hon. Auditors: Messrs H. O. H. Coulson, F.C.A., and 
R. G. Leach, C.B.E., F.C.A. 

Committee Members: Messrs M. Ali Khan, B.COM., 
A.C.A., P. M. Duffell, A.c.4., G. R. Freshfield, a.c.a.; 
Lieut-Com. A. C. E. Higgins, D.S.C., A.C.A., A.C.W.A.; 
R.N., Messrs N. M. G. Le Blanc, A.C.A., G. Metcalfe; 
C. A. Parritt, T'. G. Price, P. Slater. 

The meeting closed with a hearty vote of thanks to. 

Mr Parker and Mr Whinney for their conduct of the 
meeting. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANT S IN ENGLAND AND WALES 


President's Luncheon 


The President, Mr Robert P. Winter, and members of 
the Council of The Institute of Chartered Accountants 
in England and Wales gave a luncheon on Wednesday, 
October 2nd, at the Hall of the Institute. 'l'he guests 
were the Lord Mayor of London, Sir Ralph Perring, 
Mr Alderman: and Sheriff G. S. Inglefield, Mr B. G. 
Arthur (Chief Commoner), Mr Deputy Rodway 
Stephens (Chairman, Coal and Corn and Finance 
Committee), Mr Leslie B. Prince (Chairman, Rates 
Finance Committee), Mr K. R. Cork (Chairman, Music 
Committee), Mr Deputy R. J. Hayward (Chairman, 
Establishment Committee), Mr E. K. Stewart-Smith 
(The City Chamberlain), Mr E. H. Nichols (The Town 
Clerk), Mr Paul C. Davie (The Remembrancer), Mr 
R. S. Walker (The City Surveyor), Mr E. G. Chandler 
(The City Architect), Brigadier R. H. S. Popham (The 
- Swordbearer), Brigadier P. Clapham (The Common 
Crier and Serjeant-at-Arms), Colonel G. E. P. Hutchins 
(The City Marshal). 


List of Members, 1964 


We have been asked by the Secretary of the Institute 
to remind members that the latest date for the receipt 


of changes of address and other details for inclusion ` 


in the 1964 List of Members is November 6th, 1963. 


PROFESSIONAL NOTICES 


Messrs COOPER BROTHERS & Co and MESSRS COOPERS 
& LYBRAND announce that they have taken into partner- 
ship in East Africa, Mr LESLIE ANTHONY STEERER, 
F.c.A.. Mr ALLAN GORDON WILLIAMS, C.A., and Mr 
THomas WINNING, C.A. ‘They also announce that they 
have taken into partnership in Melbourne, Australia, 
Mr FRANK RAYNER SOUTH, A.C.A. 


Messrs CLIFFORD Davey & Co, Chartered Account- 
ants, of Whitstable and Swindon, announce that 
Mr JosgPH CAWDRY, A.C.A., has been admitted into 
partnership. The name of the firm remains unchanged. 


. Mr ALBERT HIRST, F.c.A., announces that he has 
arranged to carry on his practice in association with 
Messrs WaTerwortTH, Rupp & Hare, Chartered 
Accountants, as from October Ist, 1963, taking into 
partnership the present partners of WATERWORTH, 
Rupp & Hans, whose firm name remains unchanged. 
He also announces that he has removed his office to 
Central Buildings, Richmond Terrace, Blackburn, and 
will practise under the name of ALBERT Hirst & Co. 
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Rivest ParrIMORE & Dyson, Certified Account- 
ants; announce that as from September hoth, 1963; 
their address has been changed to Norwich Union 
House, High Street, Huddersfield. 


Messrs Pirr & Co, Chartered Accountants, of 
Manchester and Bolton, announce that with effect from 
October 14th, 1963, their Manchester office will be at 
tos Princess Street, Manchester 1. (Telephone: 
Central 8624). The address of their Bolton office will 
remain unchanged. 


The following Bristol and West of England firms. 
announce that, whilst each individual firm will continue 
to practise as in the past, they have now formed a 
separate joint firm with Rosson, Morrow & Co, of 
London, which will practise under the name of 


i 


1 


Rosson, Morrow & BRISTOL PARTNERS, of which Oé: 


partners are Messrs F. T. HUNTER, F.C.A., and F. CLIVE 
DE PAULA, T.D., F.C.A., of RoBsoN, Morrow & Co, Mr 
H K. CAMPBELL, Soa, of BABER, Owen & Co, Mr 
R. H T. BURGESS, E.D., F.C.A., of BEER, APLIN & Co, 
Mr S. V. P. CORNWELL, M.C., M.A., F.C.A., of CURTIS, 
JENKINS, CORNWELL & Co, Mr S. R. PERRATT, F.C.A., 
of GoobLAND, BULL & Co, Mr L. A. D. WINTER, 
F.C.A., of LODGE & WINTER, Mr J. G. SIMPKINS, F.C.A., 
of NEVILL, Hovey, SMITH & Co, Mr E. A. SAVAGE, 
F.C.A., of J. & A. W. SULLY & Co, Mr S. J; ORMAN. 
F.C.A., Of TRIBE, CLARKE & Co, Mr C. CROXTON-SMITH, 
M.A., LL.B. — J-P., F.C.A., of WATLING & PARTNERS, and 
Mr 5. ÉDGCUMBE, (ER F.C.A., of WHITMARSH, 


_EDGCUMBE Sr PREEDY. 


Messrs SHARP, PARSONS, T'ALLON & Co, Chartered 
Accountants, of Suffo]k House, 5 Laurence Pountney 
Hill, London EC4, announce that as from October rst, 
1963, they have taken into partnership Mr W. BROWN 


F.C.A., and Mr J. O. Sparrow, F.C.A., both of whore 


have been with the firm for many years. 


OBITUARY 
Leonard George Hazell, A.A.C.C.A. 


We have learned with regret of the death, at the age of 
49 after a year of poor health, of Mr Leonard 
George Hazell, a.a.c.c.a., deputy managing director 
dem secretary of Leaderflush (Doors) Ltd, of Notting- 
am. : . 
Admitted to membership of The Association of 
Certified and Corporate Accountants in 1940, Mr 
Hazell was a past chairman. of the East and South 
Midlands branch of the National Association of 
British Manufacturers and at one time secretary of the 


former Flush Door Manufacturers’ Association. He 


was widely known in the woodworking industry. 
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Messrs WHITNALL, SoN & LANGLEY, Chartered 
Accountants, of Caledonian Buildings, 14 Tithebarn 
Street, Liverpool 2, announce that as from October 

ISt, 1963, they have admitted into partnership Mr 
THomas JOHN COLEMAN, A.C.A., who has been a 
member of their staff for some years past. ` 


ESTATE DUTY 
Deduction for the Value of an Annuity 
The Board of Inland Revenue state that notwithstand- 
ing that the Finance Act, 1962, section 33, has virtually 


put an end to the issue of Government annuities after 
August 31st, 1962, a deduction calculated in accordance 


with the tables of immediate life annuities set out in the ` 


Savings Bank Annuities (Tables) Orders 1954 (S.I. 
1954/1578) and 1955 (S.I. 1955/419) as amended and 
extended by the Government Annuity Table Order 
1963 (S.I. 1963/1178) will be accepted where the 
„deduction of the value of an annuity falls to be made 
from the value of property for the purposes of estate 
duty. 
' This in effect continues the practice of the Estate 
Duty Office adopted following the decision of Harman, 
J., in Westminster Bank Ltd v. Inland Revenue Com- 
missioners ([1954] 1 W.L.R. 242; 1 All E.R. 240). 


GUIDE FOR EXPORTERS 


A comprehensive guide through the maze of literature 
on the many aspects of exporting, has been produced 
by the Library Association, with the encouragement of 
the Board of Trade. Entitled Exporting: Special Subject 
List, it lists and describes nearly three hundred titles 
of. books and pamphlets including directories and 
reference books, and notes on foreign trade statistics. 

‘Copies of the booklet are obtainable from the Library 
Association, Chaucer House, Malet Place, London 

"WC, price 55. 


FIRM'S 75th ANNIVERSARY . 


Messrs Dixon, Wilson, Tubbs & Gillett, 
Accountants, now of St Alphage House, 2 Fore 
Street, London EC2, but for many years carrying on 
practice at 24 Basinghall Street, EC2, celebrated their 
75th anniversary on Thursday, October 3rd, when Sir 
Harold Gillett, Bt, and the partners held à reception 
at the Carlton Tower Hotel, Sloane Street, SW1, to 
which members of the staff and their wives or POS 
were invited. 


k 


LONG SERVICE 


Mr Cyril E. Hall, F.C.A., retired last month from the 
post of secretary of The Institute of Book-keepers — 
a position he has held for twenty-eight years — but will 
continue to serve on the Council of the Institute. The 
new secretary is Mr D. W. Bradley, F.c.c.s. 
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THE ASSOCIATION OF CERTIFIED AND 
CORPORATE ACCOUNTANTS 


Appointment of Education and Technical Officer 


Mr V. S. Hockley, B.COM., C.A., F.A.C.C.A., has been 
appointed Education and Technical Officer of The 
Association of Certified and Corporate Accountants. 

Mr Hockley, who was admitted to membership of 
the Association in 1937, will retain his interest in his 
London practice and the appointment is initially on a 
part-time basis, until March 1964, when his existing 
commitments have been fulfilled. 

In the course of his duties, Mr Hockley will visit 
various parts of the country to conduct pre-examination 
courses for students and will also lecture to district and 
students’ societies of the Association. 


Annual Dinner and Dance 


The annual dinner and dance of The Association of 
Certified and Corporate Accountants will take place in 
The Great Room, Grosvenor House, Park Lane, London 
Wi, on Monday, November 25th, at 7 for 7.30 p.m. 
Dancing to George Jay and his orchestra will follow the 
dinner until 1 p.m. 

Tickets, price 40s each, exclusive of wines but 
including a late-night buffet served at 11.30 p.m., are 
available to members of the Association from. the 
Secretary at 22 Bedford Square, London WCz. (Tel: 
Museum 5163.) 


FLEMING BIRCH PRIZES 


At a luncheon meeting to be held at the Grand Hotel, 
Leicester, on November 14th, Mr G. L. Aspell, T.D., 
D.L., F.C.A. President of The Leicestershire and 
Northamptonshire Society of Chartered Accountants, 
will present the Fleming Birch Prize for Intermediate 
candidates in the Institute's May 1963 examinations to 
Mr Glynn Bromley, articled to Mr G. P. Walmsley, 
F.C.A., of Hinckley. Mr Bromley gained a ninth certifi- 
cate of.merit and the Plender Prize for a paper on 
book-keeping and accounts (executorship). 

No Fleming Birch Prize in respect of the Final 
examination has been awarded on this occasion. 


THE INSTITUTE OF OFFICE MANAGEMENT 
One-day Conference in Glasgow 


'The annual conference organized by the West of 
Scotland Branch of The Institute of Office Manage- 
ment will be held in Paisley Town Hall, Paisley, on 
November 6th. The theme of the conference will 
be ‘Effective communications’ and Mr F. A. Hutton, 
communications manager of Courtaulds Ltd, will be 
the principal speaker. As in previous years the 
conference will include a display by some of the leading 
office equipment manufacturers. 

Further particulars may be obtained from the. 
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conference secretary, Mr S. G. Harper, W. T. Avery 
Ltd, 304 St Vincent Street, Glasgow Ca. 


BELFAST SOCIETY OF CHARTERED 
ACCOUNTANTS 


A residential conference of the Belfast Society of 
Chartered Accountants was held at the Northern 
Counties Hotel, Portrush, last week-end. 

Two papers were presented: “The public account- 
ants' contribution to small businesses, particularly in 
connection with specialized services, by Mr A. S. 
Boyd, F.c.a., and “The application of management 
accounting to. medium and small businesses’, by Mr 
C. I. Bostock, M.A., F.C.A., assisted by Mr R. N. 
Crawford, B.COM.SC., "A.C. A. and Mr J. E. Richardson, 
A.C.A. The conference concluded with a ‘Question time’ 
session. under the chairmanship of Mr N. G. White, 
F.C.A., the panel comprising Messrs R, J. Neely, F.c.a., 
D. H. Templeton, F.c.a:, J. P. H. Bruce, A.C.A., and 
N. W. M. May, B.A. 

On Saturday afternoon a golf competition was held 
for the Allen Cup at the Valley Golf Course, Portrush. 


DUBLIN SOCIETY OF CHARTERED 
ACCOUNTANTS 


The annual golf meeting of the Dublin Society of 


Chartered Accountants was held at the Grange Golf. 


Club, Rathfarnham, Co. Dublin, on September 23rd, 

when there was a record entry of 112-members and 

guests. The leading scores were as follows: 

Past Students’ Cup: D. Ryan (12), 2 up (won on second 
nine). G. Nicholson (10), 2 up. W. C. Thompson (4); 
1 up. J. D. P. Bourke (16), 1 up. 

Visitors’ Prize: 1. Vaughan (9), 3 up. i 

Four-ball: J. C. Oakes (12) and I. Vaughan (9), 10 up. D. P. 
Flinn (6) and W. T. Campbell (4), 9 up. 


At the subsequent dinner, the chair was taken by 
Mr R. R. Caldwell, a.c.a., Chairman of the Society, 


the principal guest being Mr J. F. Dixon, Captain of 
the Grange Golf Club. 


NORTH LONDON DISCUSSION GROUP 


The first meeting of the new session of the North 
London Chartered Accountants’ Discussion Group 
will be held at 6 p.m. for 6.30 p.m., on Wednesday 
next, October 16th, at the Hotel Russell, Russell Square, 
London WC. The subject for discussion will be “The 
new look in share transfers’; leader Mr W. S. Wareham, 
F.C.LS. (a member of the advisory committee on 
transfer procedure). 

The secretary of the group is Mr P. D. Knox, A.C.A., 
Somerset Cottage, Duxhurst, near Reigate, Surrey. 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


The following meetings of the London Students’ 1 
Soclety will be held next week: 

` Monday, 5.30 p.m., at the Institute, Moorgate ae EC2 
Lecture on ‘Personal investment’ , by Mr A. J 
Whiteside, M.A., Barrister-at-law. -` 

Tuesday. Visit to Ford Motor Works (limited number). 

Thursday, 5.15 p.m., at the Institute. Introductory course. 
lecture on "The fundamentals of accountancy', by Mr 
R. J. Carter, B.COM., F.C.A. (Secretary of the Students? 
Society). 

Friday, 5.15 p.m., at the Institute. ice course 
lectures on ‘The functions and form of the profit and 
loss account and balance sheet’, by Mr R. J. Carter, 
B.COM., F.C.A. (Secretary of the Students’ Society) and 
on "The English judicial system’ (second lecture). œ 


REVENUE PAPER 
Michaelmas Sittings, 1963 


The following cases are down for hearing during the. 
Michaelmas Term: 


Houses or Lorps 
English Electric Co Ltd v. Musker. 
English Electric Co Ltd v. C.I.R- 


COURT OF APPEAL 
Harrods (Buenos Aires) Ltd v. ''aylor-Gooby.. 
Petrotim Securities Ltd v. Ayres. 
Soul v. Irving and Another. 
Soul v. Morley. 
Soul v. Greenaway and Another. i à 
Soul v. Lane. 
Soul v. Boyles and Others. 
CIR v. De Vigier. e 
CI.R. v. Frere. : 


Hien Court (Chancery Division) 
Ridge Securities Ltd v. C.I. R. 
Laidler v. Perry. 
Morgan v. Perry. e 
Baron Inchyra v. Jennings. ` 
Seaman v. 'T'ricketts Ltd. 
Duckering v. Gollan. 
Vandervell v. C.I.R. 
J pd Entum Transport. Ltd (in liquidation) v. 
Wm Cory & Son Ltd v. C.L.R. 
Dreyfus v. C.LR. 


O.E.C.D. ECONOMIC SURVEYS 


Two further booklets in the 1963 series dealing with 
economic conditions in member and associated 
countries of the Organization for Economic Co- 
operation and Development have recently been issued 
covering Portugal and Spain. Copies of the booklets are 
obtainable from H.M. Stationery Office, price 3s each. 
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| The Way Ahead? 


HE spate of cheering news from the economic front has 

succeeded, albeit somewhat intermittently, in reaching the 

public, despite the more exciting events in some political 
quarters. For some time past the slowly rising index of industrial 
production has reflected the gradual revival of the British economy 
from what, a year ago, the Opposition liked to term stagnation. 
There is ample evidence of the internal revival in better steel 
production figures, higher retail sales (which the approach of 
Christmas will certainly sustain), increasing output of motor 
vehicles and, at long last, some signs that new capital projects are 


contemplated by. industry. The external trade figures for the first 


half-year were quite encouraging and the September figures 
should: underline the progress being made by British exporters, 
not least in Europe. 

In brief, Mr MaunpLiNG can face his critics with more than 
usual confidence as he recounts the record of his stewardship. 
His cautious steps towards the expansion of the economy, which 
last year attracted some criticisms from those anxious to see some 
tangible evidence of economic expansion, seem to have been 


- justified. The Director of the National Economic Development 


Council, Sir ROBERT SHONE, has provided the CHANCELLOR’s case 
with further support in his recent statement that the economy is 
now in an expansionist phase and the rate of growth of both 
industrial output and exports is beginning to reach the level 
required to achieve the N.E.D.C. target set for 1966. 

If any further evidence of the changing climate of economic 
opinion were required, then last wéek's announcement by the 
Federation of.British Industries of the more confident outlook 
evinced by industrialists concerning the immediate and long-term 
future has provided it. Almost half of the respondent firms 
reported an increase in new orders, and over 40 per cent reported 


- rising exports. Perhaps the most significant aspect of the survey’s 


findings is that after some two years there are indications that 
private investment may soon begin to revive. 

-In a recent address to the Birmingham Chamber of Commerce, 
Sir ROBERT SHONE expressed some concern at the slow growth of 
demand for capital goods, in particular machine tools. Reviewing 
the possible reasons for the present situation in that industry, Sir 
ROBERT suggested that it might be that ‘technical progress in 
British industry is comparatively slow so that the advantages of 
replacing old equipment by new British machines is not so great". 
He also wondered whether there is a lack of technical appreciation 
of the benefits of modern equipment and, not least, of the tax 
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advantages of such investment at the present 
time. According to Sir ROBERT, the current 
investment allowances and more rapid wear and 
tear allowances coupled with 'some fall in the rate 
of interest' are equivalent to a price reduction of 
about 15 per cent for a typical piece of plant and 
machinery.. While he recognized that the tax 
benefits are clear to the accountant, he doubted 
whether the possibilities of more competitive 
prices by firms taking advantage of modern cost 
reducing equipment have as yet been fully 
realized. 

This analysis of the present inadequate level of 
industrial investment in the private sector tends 
to overlook the fact amply borne out by the F.B.I. 
survey that some 30 per cent of respondent firms 
are still working as much below capacity as they 
were four months ago; indeed, a further 8 per 
cent have even more surplus capacity now than 


then. The investment boom at the end of the: 


1950s gave British industry a productive capacity 
‘which it has yet fully to utilize. There can be no 


doubt that even without more investment, once 


full employment and maximum utilization of the 
existing plant and equipment is reached, the 
national product will rise substantially. 


The need for more capital investment in - 
industry does not arise from present requirements. | 


In the past the main limiting factor to Britain's 
rate of economic growth has been labour and that 
shortage led to the wages-cost spiral of the past 
decade. The same problem will soon emerge 
again. In this situation there are three possible 
lines of action. The first is to use existing labour 
resources more efficiently. This means an end to 


demarcation disputes, the introduction of mul- 


tiple shift working, and greater mobility of labour 
in the face of local redundancy. The second course 


is to train the labour force to a higher level of skill. . 
This is a longer-term policy which necessitates a 


revision of existing apprenticeship schemes, an 
increase in the number of Government retraining 
centres, and better educational facilities for the 
younger generation to equip themselves for the 
new era of automation. Finally, the shortage of 
labour can be met by more capital intensive 
methods of production. This necessitates the 
replacement of labour by machinery wherever 
practicable. Progress towards the fully automated 
factory i is still slow; there is only gradual recog- 
nition of the ultimate significance of the com: 
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puter and electronic controlled production in the 
industrial economy. ( 

Of these three courses of action, desirable’. 
though the first two may be, it has to be recog- 
nized that social and institutional factors will 
delay progress. The policy most likely to yield 
quick returns is to concentrate on a faster rate of 
investment. But this depends upon the Govern- 
ment creating a climate of opinion among business 
men and industrialists conducive to such massive 
expenditures and long-term planning. For these 
reasons Sir RoBERT has been expounding the 
N.E.D.C.'s new approach to the formulation of 
its second plan. A greater degree of consultation 
will take place within individual industries 
between the representatives of labour and manage-^ 
ment, the Government and Neppy. This will, it 
is hoped, ‘prove to be permanent machinery for 
consultation and assessment of the future’. 

If industry and labour are to co-operate in the 
fulfilment of any plans, they must also participate 
in drawing them up. For this reason the area of 
consultation is being widened to include the 
whole field of mechanized industry instead of 
just the machine tool industry alone. Similar 
extensions are taking place in the field of electrical 
engineering, textiles and food processing among 
others. By this method the plans and targets 
are first agreed among industries themselves. 
The similarity to the French planning system is~ 
clear. What is now required is a co-ordinating 
body — which could no doubt be Neppy itself — to 
bring these plans together. The really interesting 
question that as yet remains unanswered is what 
powers will be vested in that body to ensure 
effective co-operation. Perhaps this is why 
Sir RoBERT stressed that British planning was 
‘purposive’ (based on ‘co-operation with com- 
petition’), and not ‘imperative’ planning which, 
he declared, is too dictatorial for a democratic 
society and a market economy. It remains to be 
seen whether competition is compatible with 
planning. 

It would be premature to assess the value of 
Neppy’s contribution to date. As yet it offers no 
more than a hope of industrial co-operation in the 
carrying out of a plan; its psychological impact 
has certainly been good. The real test will come 
during the next twelve months as British indus- 
trial activity rises and the economy reaches once 
more a state of full employment. 
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Group Service Companies 
FUNCTIONS AND TAX CONSIDERATIONS 


CONTRIBUTED 


the central management and control is likely 
to be exercised through the board of directors 
of the parent company, many of the decisions 
reached being given practical effect by that 
company's secretariat which will implement them 
on behalf of the group. Hence the subsidiaries 
will not need to build up administrations capable 
of exercising initiative on matters looked after by 
-the parent company. In the case of a group 
expanding by outside acquisitions, the other 
members might be better qualified to act inde- 
pendently but pressure for economies to justify 
the group relationship is likely to lead to sur- 
render of many administrative functions pre- 
viously performed individually. 

In either case the growth of the group will 
expand the managerial and clerical functions of 
the parent company to an extent out of proportion 
to the needs of its own trade. This trend will be 
especially marked where the younger members of 
the group represent the more vigorous productive 
element, and the activities of the original com- 
pany offer only a declining contribution to gross 

revenues. Where this happens the flow of profits 

"from the subsidiaries in the form of dividends is 
likely to become overshadowed in volume by 
arbitrary charges made to recoup head office and 
clearing house disbursements, so that the net 
revenue movements within the group may become 
distorted to an extent which impedes policy 
making. The difficulties are particularly acute 
where there is a conflict of interests through the 
existence of minority holdings. 


[: the case of a group expanding from within, 


Setting Up a Service Company 

If such a situation is anticipated, the setting 
up of a service company merits consideration. 
This would provide facilities to group members 
in the first instance although a wider field of 
action might develop where expedient, such as 
the letting of redundant premises to third parties. 

The functions likely to be delegated to a service 
company include the purchase or taking on lease 
of property and its comprehensive maintenance, 
including alterations where necessary and the 
installation of fittings; employment of technical 
and managerial personnel rendering services not 


confined to a single company; staff housing; 
welfare and superannuation; centralized buying, 
licensing of patent rights and ‘know-how’; market 
research; publicity; export sales; overdue debt 
collection; financial accommodation; internal 
audit; tax department; public relations and trade 
representation; secretarial, legal and insurance 
matters; group accounting and. statistics. 
The suggestion may be made that this type of 
company is well placed to assist in smoothing 
profit fluctuations in a group. A general service 
concern might decide to abate its current charges 
to a valuable customer experiencing adverse 
circumstances, in the expectation of making good 
the deficiency when conditions improve. In this 
sense a service company can vary its charges 
within the group, allowing rebates to members 
having poor results and loading fees to more 
affluent members. Such a programme would be 
particularly apt where the situation did not lend 
itself to the making of subvention payments. 


Tax Adjustments 


In this connection, however, section 469 of the 
Income Tax Act, 1952, restricts the effectiveness 
for tax purposes of a wide range of transactions 
between certain companies under common con- 
trol, inclusive of sales, lettings or hirings of 
property and the giving of business facilities of 
whatever kind. Where the price of the goods or 
services differs from that which they might have 
been expected to fetch if the parties had been 
independent persons dealing at arm’s length, the 


' section provides that in computing for tax 


purposes the position of the party at disadvantage, 
such adjustments are to be made as are required 
to bring the results to an arm’s length basis. An 
exception is made, however, for transactions 
between companies (other than overseas trade 
corporations) each of which is trading and 
resident in the United Kingdom. 

Nevertheless, in cases where section 469 does 
not apply, extravagent charges are likely to defeat 
their own object since outlays admissible in 
computing the tax position of the trading com- 
panies which pay them must satisfy the tests of 
(1) reasonableness (Copeman v. Wm Flood & Sons 
Ltd (24 T.C. 53; 19 A. T.C. 521)), and (2) further- 


488 - 


ance of the trade interests of the payer, not 
merely those of the group at large (Petrotim 
a) Lid v. Ayres (No. 1) (41 A.T.C. 
388) 

On the other hand, it is necessary to refer 
.to certain outmoded concepts in tax law. the 
application of which seriously impedes a fair 
evaluation of the profits realized under modern 
conditions. In one direction the principle requir- 
ing disallowance of expenses incurred preparatory 
_ to the commencement of trade may be invoked 
to refuse relief to an established business for 
initial outlay incurred at the drawing board stage 
on ventures subsequently abandoned. In another 
direction, the expenses involved in a change of 
premises or material alterations’ to internal 
system and layout are likely to be attributed to the 
long-term character of the setting in which a trade 
is carried on rather than to the immediate task 
of earning profits. In the same way, there may be 


difficulty in justifying fees paid to individual 


consultants who render services of a specialized 
but indeterminate character which enure to the 
benefit of the group as a whole. 


Variations in Fees 


In this context the possibilities mentioned 


above of variation in the terms on which facilities 
are made available to companies in different 
circumstances prompts an inquiry as to the extent 
to which a service company might act as a vehicle 
for outgoings which, if made directly by a trading 
company, would be likely to attract unwelcome 
attention for reasons such as those.noted above. 
The suggestion is mentioned with hesitation since 
in the case of subscriptions to a trade association 
it is permissible for the Revenue to dissect the 
outgoings with a view to identifying the various 
elements reflected in members’ subscriptions on a 
strictly proportionate basis (Lochgelly Iron & Coal 
Co Lid v. Crawford (6 T.C. 267)). It seems, how- 
ever, that the justification for this approach lies 
in the identity of the association with its members. 

In the case of companies, however, the acts of 
the bodv corporate and its members are entirely 
distinct í (John Hood & Co Ltd v. Magee (7 T.C. 
327)). It is suggested, therefore, that the extent 
to which a particular item of expenditure is 
reflected in a service company’s fees must be 
a matter of policy for the decision of its board of 
directors, provided that they act reasonably. 
Hence it is desirable that their decisions and the 
considerations which prompted them should be 
recorded in minutes and care taken to avoid a 
situation in which the service company’s opera- 
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with the ordinary course of its trade. 
Where the nature of a specific outlay by the 


tions are conducted in a manner inconsistent ` 


service company is such that it confers an im- 
mediate tangible benefit on another group 
member and the cost of the outlay is not ade- 
quately reimbursed, the Revenue would have 
grounds for requiring the market value of the 
expenditure (less the recovery) to be credited in 


the service company's computations (Peftrotzm | 


Securities Ltd v. Ayres (No. 2) (42 A. T.C. 152)). 

Subject to these remarks it seems that expenses 
of a general nature fall to be dealt with as over- 
heads for the allocation of which there is no hard 
and fast rule. These observations are considered 


to be supported by the decision in Duple Motor 


Bodies Ltd v. Ostime (39 T.C. 537; 40 AJC. 21), 


q 


where the Court stressed the importance of 


looking at expenditure as a whole, to be compared 
with receipts as a whole, without trying to trace 
items of expenditure as earning particular items 
of profit. Hence the conclusion is drawn that 
where the work carried out by a service company 
includes objectives which, from the point of view 
of the payer, require apportionment between 
capital and income, the allocation of the overall 
charge between the individual items concerned is, 
in the final analysis, a matter for the discretion 
of the service company alone. 


te of a Property Company 


The potential advantages of a group service — 
company are most likely to be realized if a group" 
of companies occupy numerous properties. The 
formation of a separate company to act as land- 
lord to the group may help to avert disputes 
arising from a Revenue contention that certain 
non-recurrent liabilities may be incurred not in 
the course of earning profits but in the capacity 
of property owner (Strong & Co Ltd v. Woodifield 
(s T.C. 215)), and problems are likely to arise in 
an acute form where premises are acquired or 
discarded. 

A new occupier faces the difficulties arising 
from the principle applied in Law Shipping Co 
Lid v. C.I.R. (12 T.C. 621; 3 A-T.C. 110) that 
arrears of repairs and the making good of dilapi- 
dations arising during the antecedent period of 
use by another person are not to be deducted in 
computing the profits of the successor, a rule 
causing particular hardship where occupations of 
premises are varied within a group. The Revenue 
have been known to attack rents paid for premises 


that have ceased to be used for trade purposes: 


(C.I.R. v. Falkirk Iron Co Ltd (17 T.C. 625; 
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I2 A. T.C. 235)), and a lump sum paid to put an 
nd to a lease in such circumstances was inadmis- 
«sible in Union Cold Storage Co Ltd v. Ellerker 
(22 T.C. 195; 17 A.T.C. 479). Again, a successful 
claim by the taxpayer for capital allowances on 
demountable partitions arose where .a service 
company was able to show that its business 
required it to divide and reallocate office space 
as necessary in order to meet its customers’ 
requirements (farrold v. John Good & Sons Ltd 
(41 A. T.C. 170)). 

A possible advantage of concentrating property 
in a single holding company is that there may be 
opportunities of long-term capital gains. A com- 
pany having unrestricted trading objectives seems 
likely to find it increasingly difficult to dissever a 

capital’ appreciation in fixed assets from its 
ordinary revenue (Frasers Bank (Glasgow) Ltd v. 
C.I.R. (42 A.T.C. x9)), so that it would be wise to 
retain such assets in a company of which the 
memorandum and articles were so drawn up as to 
exclude any intention to deal in property and 


which prohibit the payment of dividends out of 


realized capital gains. In the contrary case where 
the properties held are considered likely to 
depreciate in value, the group property company 
would do better to hold its premises as trading 
stock. In such circumstances all outgoings would 
be written off direct to revenue without neces- 
sarily being reflected in the closing valuation of 
stock made on the basis of the lower of cost or 
net realizable value. 


Investment-holding Company 


As indicated above with reference to section 
469, the problems which confront a service 
company seeking tax relief for outgoings of a 
controversial nature are likely to be enhanced 
if it is constituted as an investment-holding 
company. This form of organization is sometimes 
preferred where it is desired to escape the com- 
plexities of the preceding-year basis of assessment 
applicable to Case I of Schedule D, in particular 
where the service company is intended to operate 
merely as a clearing house for group overhead 
charges. If the activities do not amount to the 
carrying on of a trade, the outgoings would, it 
seems, be dealt with partly in a management 
expenses claim under section 425 and partly as a 
deduction from incomings assessable under Case 
VI or, where appropriate in future, Case VIII. 


It may yet happen that the amount recovered 


fails to coincide with the amount of the allowable 
charges, more particularly where capital allow- 
ances and depreciation are not in balance. A 
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service company in such circumstances would 
either bear a small charge to tax or could claim 
that deficiencies of income should be carried 
forward, e.g. under section 346 in relation to 
items otherwise assessable under Case VI. 
However, any excess of retainable tax charges 
(interest payable, etc.) over net income after 


, deducting management expense claims will 


attract a liability under section 170 without any 
compensating relief in the future such as is 
granted to a trading company under section 345. 

Where the functions of a service company are 
limited to those of a clearing house, the various 
paying companies may prefer to debit in their 
accounts the constituent elements of the service 
charge analysed in conventional terms. In that: 
event an item such as 'depreciation' will rank as a 
charge for Case I purposes despite the label 
attached to it. Thus in Racecourse Betting Control 
Board v. Wild (22 T.C. 182; 17 A.T.C. 428), the 
right to occupy certain buildings was obtained on 
payment of an annual sum expressed as a per- 
centage of their cost of construction. This method 
of computation did not, however, deprive the 
charge of its character as a revenue outgoing on 
the part of the occupier. 


Formation of New Company 


A disadvantage in the formation of a new 
company lies in the fact that the profits of the 
first year will be charged to tax between two and 
three times although. the fees from which they 
are derived will attract relief once only in the 
tax computations of established trading com- 
panies. For this reason it may be advisable to 
start on a small scale. 

An important point to be watched concerns 
the ‘hiving-off of part of a trade to a new sub- 


'sidiary. In normal circumstances the predecessor 


would continue to bear a charge to tax on a 
preceding-year basis by reference to a source of 
profits no longer retained, contemporaneously 
with tbe charging of tax on those profits in the 
new company, which would in fact have to 
provide for two or three years' tax liabilities out 
of the results of the first accounting period. In 
order to avoid this situation, advantage should be 
taken of section 17 of the Finance Act, 1954, 
which brings special rules into operation on a 
transfer of trade to one or more associated 
companies. An essential condition, however, is 
that the former company should cease its trading 
activities altogether, so that *hiving-off' involves 
the formation of two subsidiaries, one of which 
would take over the main business, probably in 


490 


` conjunction with a simultaneous change of 
name. 

Another difficulty arises in relation to profits tax. 
Where companies are under common equity 
control to the extent of 75 per cent, whether as 
principal and subsidiary or as fellow subsidiaries, 
then certain inter-company payments are dis- 
regarded for the purpose of computing profits 
tax results irrespective of the.existence or other- 
wise of a notice to group results. The items to be 
excluded comprise any interest, annuity or other 
annual payment, or any royalty or rent (section 
42 (5), Finance Act, 1938). Thus if a property 
company derives the major part of its income from 
group rents a loss is likely to result for profits 
tax purposes. This can only be utilized by means 
of subvention payments or by giving notice to 
the group but these are steps which may prove 
inappropriate so that to avoid this situation it 
would be more satisfactory to merge the rent in 
an Inclusive charge covering a variety of services. 
Again, the limitations on directors’ remuneration 
for profits tax purposes may render it expedient 
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company. 

A procedure which would enhance the flexi- 
bility of group arrangements would be to draw 
the terms of a rental agreement so that the amount 
payable would be reduced or refunded in the 


for their services to be channelled through a single d 


event of a deficiency of profits (Union Cold 
Storage Co Lid v. Adamson (16 T.C. 293; 10 
A.T.C. 345)). An extension of this idea which | 
might prove useful where a company with | 
minority interests is acquired would Je in a 
guarantee of a minimum level of profits in | 
consideration of the right to appoint a majority 

of the directors (Moores v. Stewarts and Lloyds. 
Ltd (6 T.C. 501)). 

Finally it may be noted that if the activities ofa ' 
service company in the United Kingdom (other 4 
than central management and control) amounted 
to the exercise of a trade, it could not qualify as an 
overseas trade corporation, nor would it be a 
practical proposition for an O.T.C. to hold 
property or rights to be exploited by United 
Kingdom trading concerns. 


The Accounting World 


Topics of Professional Interest from Other Countries 


FRANCE 


Crime and the Limited Company 


HETHER accounting is regarded as a science, 
an art, a technique or simply a method, one 
point is agreed: a breach of the rules does not incur 
any legal sanctions. The rule, the axiom, even the 


postulates, are intellectual obligations, and if sinned : 


against, the damage is to truth, but there is no 
violation of the law of the land. 

Nevertheless, points out M. Andre Tessierin in 
Societé de Comptabilité de France (July issue), there 
are crimes involving accounts, and he proceeds 
to examine French legislation on this subject. First, 
there 1s the crime of publishing a fraudulent balance 
sheet; this comes under article 15 of a law dated 
July 24th, 1867, subsequently modified by decree 
on August 8th, 1935, and applies to companies — 
Article 405 of the Penal Code specifies the punish- 
ment. 

The crime has three elements: making up an 
incorrect balance sheet, publishing it, and having 
intention to defraud. But the law does not specify 
the characteristics of a fraudulent balance sheet, so 
that reference must be made to good accounting 
rules and practices - and accountants do not neces- 
sarily agree on these. Nor does the law lay down 


not mention balance sheets at all, but spoke of 








precisely what constitutes ‘presenting’ or ‘publishing’ 
a balance sheet. In fact, the original law of 1867 dä 


‘inventories’; the balance sheet was inserted in the 
decree of 1935. 

These difficulties are not merely superficial; if one 
examines cases decided since 1935 one finds a number 
of judgments condemning the publication of balance 
sheets showing a falsely favourable position, but not 
one condemning the publication of a falsely unfavour- 
able balance sheet. 

A second crime consists of distributing fictitious 


. dividends. In this case there must be four elements: 


absence of a balance sheet showing a distributable 
profit, payment of a dividend, the fact that the divi- 
dend is not covered by a distributable profit, and 
fraudulent intent. Here there was a question relating 
to profit - did the existence of reserves suffice for 
distributing a dividend? And, if reserves sufficed, : 
what about hidden reserves? 

It is also a crime under French law for the balance 
sheet and profit and loss account to be withheld from 
shareholders. These must be prepared in a manner 
identical with that of the preceding year; any changes 
in form must be agreed with the auditors, reported 
to the shareholders, and approved by them in general 
meeting. 
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MALAYA 2 
Tax Handbook 


Po. AL Income Tax in the Federation of 
Malaya is the title of a slim paper-backed booklet 
which has recently come our way. It deals, of course, 
with what are now to be known as the States of 
Malaya — not the wider territories of Malaysia. Cost- 
ing only 50 cents (1s 2d in U.K. currency), it gives in 
highly readable language a succinct account of the 
personal income tax running to x8r numbered 
paragraphs. In addition there are six appendices, the 
whole having been compiled by Mr H. W. T. Pepper, 
Deputy Comptroller-General of Income Tax. We 
applaud the general friendly style of the book; for 
instance, sentences like: 'In making a repayment 
claim a taxpayer should send along the dividend 
counterfoils. . 
— However, this is the velvet glove, for a few para- 
graphs later the reader is told that the Income Tax 
Office has power to prevent a taxpayer leaving the 
country if he has not paid his tax or made firm 
arrangements to do so. 


Altogether the booklet gives an impression of a. 


highly sophisticated system of tax accompanied by an 
equally sophisticated administration. 


NEW ZEALAND 
Bill to Regulate Take-over Bids 


HE Companies Amendment Bill, referred to in 

The Accountant of April 27th last, which lays 
down the legal requirements to be followed by com- 
panies wishing to make take-over bids for other 
^ Concerns was introduced in the House of Representa- 
tives recently, by the Attorney-General, Mr Ralph 
Hanan. 

It provides that a take-over bid shall not be made 
unless the offering company has given notice in writing 
of the scheme, including the details of the terms of the 
offer to the company it wishes to take over, not later 
than fourteen days before the offer is made. On 
receiving notice of the bid, the company to which the 
offer has been made if its shares are quoted on the 
official or unofficial lists of a stock exchange, must in- 
form the Stock Exchange Association that notice has 
been received. If the company's shares are not quoted 
on an exchange, it must do all that is 'reasonably 
practical" to ensure that all its shareholders are told of 
the notice. 

“The Company Law Advisory Committee, com- 
prising members nominated by the Law Society, the 
New Zealand Society of Accountants, the Institute of 
, Secretaries, the Stock Exchange Association and other 
| ' experts in company administration, assisted the 
Government in framing the Bill. 

The Committee has designed a set of requirements 
to which those making take-over bids should conform. 
The Government, Mr Hanan said, did not wish to 
prevent take-overs, but it aimed to ensure that share- 
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holders obtained certain information about any offer 
and a certain time within which to study the terms and 
seek: expert advice. 'l'o date, most take-over bids in 
New Zealand had, in effect, conformed with the Bill's 
proposals, he said, but overseas experience had shown 
the likelihood of some take-over bids being made less 
fairly and of cases where the transaction was not as 
profitable as appeared on the face of the offer. 

The requirements broadly follow the recommen- 
dations of the Jenkins Committee in the United 
Kingdom, but the Company Law Advisory Com- 
mittee has recommended certain simplifications of 
the rather elaborate overseas provisions. 


UNITED STATES 


Should Auditors Merely ‘Audit Around 
Computers’? 


R GREGORY M. BONI, c.p.a., former 

chairman of the American Institute’s committee’ 
on electronic accounting, writing in the August 
Journal of Accountancy, advised auditors to ‘stop 
auditing around computers’ and profit from them to 
do a better job of auditing. The- problem of the 
vanished audit trail is well known. But the computer 
can carry out audit steps dreamed of by auditors but 
found impossibly lengthy. Its accuracy is far beyond 


that of individuals or of earlier machines, resulting ` 
‘from. built-in and deliberately programmed checks. 


Mr Boni contends that in electronic data processing 
a new dimension in auditing has been made available. 
It must be used for positive good. Does the necessity 
for review of computer programmes involve such 
technical knowledge as will hand over the audit func- 
tion to a new breed of specialists? Mr Boni does not 
think so. One cannot review the 100,000 steps that 
may be found in some payrolls. If one reviews the 
flow charts how does one ascertain whether the 
programme follows them? He finds the answer to 
reviewing computer performance in the use of test 
decks. Áccountants, he says, should devise in readable 
computer language, a list of transactions for the com- 
puter to process. The list should be selected to test 
the handling of transactions and the effect on end 
results, covering every possible means of breaking 
down a programme. 

The auditor must know thoroughly the checks 
which can be written into a computer programme, for 
these replaee the separation of duties concept as a 
means of ensuring accuracy. One expedient is the 
‘hash total’ by which otherwise meaningless numbers, 
such as invoice numbers, may be totalled by the 
machine, to compare with a predetermined total and 
ensure that all data have been processed. 'T'he auditor 
must know all written-in checks and he must chal- 
lenge them by testing, with construction of his own 
test decks. 

To know the built-in checks the auditor should 


. take part in the initial steps of systems design, and he 


must probe any system in depth. Àn area of control 
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not needed before electronic data processing is the 
maintenance of records of down-time of the machine, 
for errors through machine breakdown will come in 
clusters. Thus tracking the down-time records gives 
an opportunity for selective testing. 


Extension of S.E.C. Reporting Rules 


Y [NDER a law that will almost certainly be passed 

before Congress adjourns in 1964, many hun- 
dreds of additional companies will be required to 
file Securities and Exchange Commission registration 
statements. The Journal of Accountancy (New York) 
recently warned Certified Public Accountants not 


familiar with such filing to begin a careful study of | 
the Securities Acts and the S.E.C. rules. They should. 


prepare-their clients for more informative accounts, 
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or at least for a change in presentation. Certified 
financial statements will be required for the preceding 
three years. e 

Auditors will need to pay particular attention to 
the S.E.C. rules for independence; these are more 
stringent than those of the American Institute in 
regard to serving as an officer or director or owning 
securities of a client company. 'The possibility of 
embarrassment by lack of independence or by 
inadequate audits, when a client merges with a listed 
company, is another consideration. Again it should 
not be overlooked that the rate of growth may bring 
a client under the new law. It would be a 'painful 
blackeye’ for the profession, states the Journal, if a 
substantial number of financial statements and 
auditors’ opinions were found to be deficient under 
the new requirements. . 


The Group Accountant — I 


by J. W. G. FRITH, B.A., F.C.A. 


^ Introduction 


General considerations 


HERE a company has subsidiaries, the 

Companies Act requires directors to prepare 

group accounts to show the state of affairs 
and profit and loss of the company and its subsidiaries. 
These group accounts are required to give a true and 
fair view of the state of affairs and profit or loss of the 
company and its subsidiaries taken as a group, and 
this view may be different in degree from that which 
is the concern of the members of the individual 
subsidiary. : | 
. 2. In this, as in many other ways, the Companies 
Act lays on the shoulders of directors responsibility 
that is difficult to discharge. While a director properly 
can be expected to know and understand the affairs 
of his own company, his knowledge of the affairs of a 
subsidiary is obtained second-hand and may or may 
not be reliable. 
_ 3. In this paper, I propose to discuss the difficulties 
inherent in this situation with particular reference to 
smaller companies who may find themselves in the 
position of holding companies more or less by 
accident. In larger organizations, sophisticated forms 


of financial control will be developed to an extent : 


impossible in the case of smaller businesses, but 
whatever the size of the organization, the respon- 
sibility for the preparation of group accounts remains. 

4. l am more concerned in this paper with the 
problem of providing the directors of a holding 
company with accounts that show a true and fair view 
of the affairs of the group, rather than with the 


presentation of such information to the shareholders. ` 
It is desirable that the shareholders should be given 


Mr J. W. G. Frith, B.A. 


in England and Wales 


the fullest information about the affairs of their 


company, but it may be difficult to give this infor- 
mation to the shareholders without at the same time 
giving it to creditors and competitors, which may not 
be desirable. ! De 


25, 


E 


The relationship between accountant and management 


5. The group accountant's duty is to describe the 
business situations to those whose right and duty is~ 
to manage them in such a way that these situations 
may be better managed. To a large extent, the 
effectiveness of the accountant will be limited by the 
ability and wisdom of the managing director he 
serves. i ae 

6.. The process of communication between the 


accountant and’ the management he serves must be 


clearly understood. The two greatest problems of an 
accountant in industry are to overcome all the 
inherent shortcomings of accounting language, in such 
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a way that he may present to management a picture 
of the greatest possible use, and secondly to persuade 
'all the human elements in the chain of communication 
to accept his reasoning and the means of expression 
he has created. 

7. In addition to these purely accounting difficulties 
he may have to work against a situation brought about 
by weak or ineffective management of the group. In 
many cases, subsidiary companies will deliberately 
block the flow of information to the parent board in 
order to avoid interference or criticism, and at best, 
such information will almost certainly contain some 
degree of bias. 

8. The duties of a group accountant do not stop 


at providing an accurate flow of information con-. 


cerning the affairs of the group, difficult though this 
may be. The management of the holding company 
must be assured that the management of subsidiary 
companies are taking the same decisions within their 
own sphere of activity as top management would if 
running the subsidiary itself. In other words, top 
management must be assured that subsidiary 
management is acting in the best interests of 
'the group as a whole. Although this is primarily the 
function of the group managing director, it 1s the 
group accountant's job to ensure that top management 
have a way of evaluating the effectiveness of the 
subsidiary in achieving the profit goals of the 
holding company. 

9. The job of the group accountant cannot 
therefore be limited to accurate recording of past 
events. He must also provide a control of present 
activities, and he should play his part in formulating 
the future plans of the organization. I propose to deal 
with these three facets of his Job in separate sections. 


= I. Record of the Past 
Form of accounts 


1o. The form of accounts to be used throughout a 
group of companies will be laid down by the group 
accountant, and in a large group, this will be done 
by means of rigid account codes and accounting 
manuals. There will probably be a system of internal 
audit in operation to ensure, that these BCCCHnUnE 
rules are adhered to. 

11. In a smaller group of companies, the sfandard 
of accounting efficiency in the various subsidiaries 
may vary considerably and a set of accounting rules 
may well cause confusion and misunderstanding. It 
is most important that the group accountant decides 
which are the minimum fundamental rules with 
which all companies must comply, leaving individual 
accountants freedom of interpretation for other 
matters. 

12. It is of vital concern that all accountants in a 
group recognize that their prime responsibility is to 
the managing director of the particular company they 
serve. All their energies and abilities must be directed 
towards helping their management achieve their 
profit aims. The responsibility of such accountants 
to the group accountant is the professional one, to 
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ensure that he gets the truth. It will call for consider- 
able-tact on the part of the group accountant to get 
subsidiary company accountants to conform to his 
rules and systems, without interfering with the chain 
of communication between management and ac- 
countant. 

I3. It is not enough to say that group accounts show 
a fair view; the accounts must be seen to be fair by all 
concerned in the group. If individual subsidiary 
accounts are seen to be fair, there is a strong 
probability that the group accounts will be accepted 
as fair by all in the group. 


The establishment of objectives 


I4. To get this view accepted by all concerned, it 
is desirable. that all accounting reports should be 
designed to show the success or failure of individual 
companies in achieving a common objective. This 
objective can most easily: be stated as the long term 
maximization of profit in relation to capital employed. 

15. If objectives are reported in the form of such 
ratios, the group accountant must lay down rules for 
determining how profit and capital employed shall 
be measured, bearing in mind that all concerned 
must recognize the rules as fair. 


Capital employed 

16. The meaning of capital employed must depend 
on the organization of the group, and in particular, 
whether responsibility for finance, buying or marketing 
is or is not held centrally. For most circumstances, I 
favour the use of total assets without any deduction 
for current liabilities as the best measure of capital 
employed, as it is independent of any consideration 
of how the assets have been financed. This avoids any 
complication induced into the comparison of results 
of wholly-owned and partly-owned subsidiaries where 
the capitalization and profit distribution policy may 
be completely different. 

17. But even if such a definition of capital employed 
is agreed, there remains the difficulty of getting 
management to understand the figures. If accountants 


have a universal fault, it is that they cannot communi- 
. cate. Nowhere is this more apparent than when an 


accountant in industry attempts to explain the purpose 
of a balance sheet to his colleagues. 


The purpose of a balance sheet 


18. The conventional professional view of a balance 
sheet is that it is an account of stewardship. So much 
money has been subscribed by the shareholders, and 
this money has. been used in various ways evidenced 
by the different items on the balance sheet. It is not, 
and is not intended to be, a statement of the current 
value of the business, and is merely a record of past 
events and decisions. 

19. This may be what a balance sheet is, but it is 
not what a great many people want it to be. In 
particular, local management in a diversified group of 
companies who are entrusted with a part of the assets 
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of the group to administer profitably will only be 
interested in the current value of these assets, and not 
the value that accrues because of management 
decisions in the past. 


Current values versus historical cost 


20. While I appreciate the difficulties in making 
the balance sheet a statement of current value, I am 
sure that this is what the layman expects his accounts 
to show him. Certainly an individual manager whose 
success or failure may be judged by his accounts 
will expect these accounts to show a view comparable 
with accounts of other managers in the group. 

21. The Institute have taken the view that it is 
not the function of a balance sheet to show the worth 
of’ an undertaking. In its Recommendations on 
Accounting Principles, it defends the historical cost 
basis of preparing accounts on the grounds that 
it reduces to a minimum the extent to which the 
accounts can be manipulated by the personal opinions 
of those responsible for their preparations. 

22. If a departure from historical accounting is to 
be made in order to satisfy the natural demand of 
management for a picture of current performance, it 
is essential that the accounting rules to be followed 
by individual companies in the group must be laid 
. down in such a way that individual managers cannot 

be allowed to mislead themselves and their directors 
by adroit accountancy. 


Basis of valuation 


23. While it might be informative and desirable 
to have the assets of the group valued on a going 
concern basis, there is no easy method by which this 
may be done. Any solution to the problem must be 
arbitrary, and no two accountants asked to do the 
job would arrive at the same answer. 

24. Within a group of companies, however, 
provided the basis of accounting is comparable, it 
will not matter unduly whether the resultant figure 
of net worth is measured in the same way as that of 
other undertakings outside the group. 

25. There is, however, an increasing tendency on 
the part of non-accountants to make use of the ratio 
of profit to capital employed when considering the 
accounts of companies. It is to be hoped that some 
guidance may be given by the Institute as to how this 
ratio should be calculated, so that in time, valid 
comparison can be made of the results of different 
undertakings in the knowledge that the results are 
expressed in comparable terms. We already have a 
number of share price indices and looking ahead, 
perhaps we may have an accountants’ index showing 
the profitability of individual companies. It is sad 
to note that the two bodies taking the lead in this 
field, namely, the British Institute of Management 
with its Centre of Interfirm Comparisons and the 
Board of Trade with its statistics entitled ‘Company 


Assets; Income and Finance’ are not accountancy 
bodies. 
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Fixed assets 


26. Within a group of companies, the group 
accountant can make his own ad hoc rules for the 
evaluation of the ratio of profit to capital employed. 

I would suggest any such rules should include the 
items summarized in paragraphs 27 to 32. 

27. All fixed assets should be included in the | 
figures, whether owned or rented. Where assets | 
are rented, the value to be shown should be 
an agreed number of years’ purchase of annual | 
rentals, say ten in the case of land and buildings and — | 
eight in the case of plant and machinery. Obviously | 
these figures may need amendment in the light of 
circumstances peculiar to any particular group of | 
companies. | 

28. Land and buildings owned by the company 
should be professionally valued every five years and 
included at this figure, without depreciation. Where 
the expense of professional valuation is considered 
unwarranted, use may be made of the valuation 
figures prepared by the Inland Revenue for rating 
assessments, or insurance values recommended by 
insurance company surveyors. On the whole, I. 
consider professional valuation worth the cost 
involved. ` 

29. Other fixed assets should be shown at cost 
adjusted to current prices less depreciation. Current 
price levels may be determined from The Economist 
index and depreciation calculated by reference to. 
the adjusted cost price on a straight-line basis overan | 
agreed number. of years. The number of years must 
be determined by the estimated normal life of the 
assets in use by the group, but for comparison pur- 
poses, it is desirable to keep the number of different . 
depreciation rates to a minimum — in fact, for all prac- ` 
tical purposes it will probably suffice to use an average 
rate, say 10 per cent for all companies in the group. 

30. Investments should be included at net 
realizable value. Where investments are not quoted, 
circumstances should determine the value to be 
placed on them, in line with the overriding view that 
assets are to be valued at current worth. 


Current assets 


31. Here again J think the rule should be that thev 
should be valued at net realizable value even if this 
is above cost. Stocks are only held because of what 
they may be turned into, and in the view of the lay 
manager, a valuation of stock at its sale value less 
the cost of bringing it into a saleable condition is a 
more understandable concept than a valuation at 
historical cost. It also brings home to him the real 
value of his trading asset and should avoid the danger 
of undercosting his products following an unusually 
advantageous purchase of raw materials. 





Profits 


32. This will be computed on ordinary accounting 
principles, and will be struck before any charge for 
taxation. Any rentals paid will be added back and 
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an additional partner... 


Expert financial service, based on wide indus- 
trial experience, is a good additional partner 
for any progressive business. 





Charterhouse Industrial Development Com- 

: pany provides permanent or semi-permanent 

capital for. privately-owned industrial and 

commercial concerns which have continuing 

sound management. Charterhouse is content 

to become a minority partner, the existing 
proprietors retaining control. 


D 


In this way many of the problems of financing 
the expansion of private companies can be 
solved. So, too, can those of owners who wish 
to realise part of their interests to meet estate 
duties or for other purposes. 


Charterhouse has been financing private com- 

panies for twenty-five years and has particular 

experience of the problems of medium-sized 

and smaller firms. Directors or professional 

advisers are invited to write to or telephone 
i the Secretary. ` 





A MEMBER OFTHE CHARTERHOUSE INDUSTRIAL 
DEVELOPMENT COMPANY LTD. 


GO ST. SWITHIN'S LANE, LONDON, E.C.4 





CHARTERHOUSE 


GROUP | MANSION HOUSE 1540 
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-Computes and posts 
simultaneously— 
with multiplication | 
£ s.d.and/or decima 


With the complete integration of automatic electronic a. ee 
computing and all-purpose, high-speed record posting |^ = 
facilities-in one compact unit, divided-job procedures can. 
now become single-stage routines. Instead of the calculation, 
checking and record-posting processes being carried out 
separately on a variety of equipment, they can now be done at 
one and the same time— by one operator on one machine - with 


ly ONE dli f the original . SE YOUR OWN LIBRARY OF STANDARD FAGTORS 
dd NGHE d HM d : An unlimited range of “factor- 


Note: The COMPU-TRONIC can capture data on punched ` mats" is available by which vir- 


paper tape or on punched cards. By ihis means, dala tually any standard-factor com- 
required for processing by compuler (or punched card ] b ad d 
system) can be translated into computer or P.C. code ae a ` PUtation can be carried out (an 


pure by-product of conventional,;record-posting procedures. checked) entirely automatically. 
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depreciation recalculated on the basis mentioned 
above. vec n oj $ NONE 

' 33. If these instructions are followed, the group 
accountant should be able to present to his manage- 


ment a record of the past prepared on a uniform basis,- 


designed to show the capital employed in the 
different companies in the group, and the profit 
derived therefrom. 


Recording of current values in the books of account 


34. I suggest that as a first step the group account- 
ant should collect this information as a separate 
tatistical exercise without revaluing the assets in the 
ooks, although at a later stage I would hope that the 
goks of account were written on the same basis. 

is involves a major -change in principle, for 
mple, including rented assets with owned assets, 

] think the trend is in this direction and may 

'come normal practice in the future. 

35. In the interim stage, some reconciliation will 
be necessary between the statistics showing current 
value and the accounts produced in the conventional 
way. Such reconciliations are awkward, and should 
be dispensed with as soon as the directors of the 
holding company can be persuaded that full accounts 
prepared on this basis are informative, useful and not 
in contravention of the Companies Act. 


Co-operation with auditors 

36. The group accountant will need to lean heavily 
on the auditors of subsidiary companies to ensure that 
his instructions have been carried out correctly. 
Acting as the shareholder of the subsidiary companies, 
he can direct the attention of the auditor to the 
points about which he may wish especial inquiry to 
be made. In particular, he may require the auditor 
to attend at physical stocktakings, or to make 
particular checks that the assets of the company exist 
and are being properly maintained. He may direct 
that a positive check on debtors’ balances be made 
with individual customers, or have a more than 
passing check made on suppliers’ statements. He 
may ask the auditors to look into the costing system 
and criticize constructively any defects or short- 
comings they may uncover. 

‘37. In all these activities, it may be thought that 
the professional auditor is being asked to undertake 
duties more properly assigned to an internal auditor, 
but in the case of a small group of companies, the 
employment of an internal auditor may not be 
justified. In such cases the group accountant will need 
to use his professional auditors, who should be able 
to give him the necessary service, 

38. This is not meant to imply any constraint of the 
professional auditors’ free right to make such checks 
and institute such inquiries as they may think 
necessary for the purpose of their statutory audit. All 
that is suggested is that at the end of the audit the 
shareholders of the subsidiary companies are given a 
full and frank report of what the auditors really feel 
about the state of affairs of the company upon which 
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they are reporting. The normal statutory form of 
auditor’s report may give the information required by 
the Companies Act in the manner so required, but 
can hardly be described as informative to the share- 
holder. 

39. Where subsidiary companies are partly owned 
and outside shareholders are involved, it may not be 
practicable to publish an unfettered report as I have 
suggested, but I think that even in these circum- 
stances, the directors of the holding company are 
entitled to receive from the auditors of subsidiaries a 
full and frank expression of the auditors’ views upon 
the state of affairs. 

40. From a professional point of view, I imagine 
that the auditors of the holding company would 
welcome such a procedure, particularly if they 
themselves are not auditors of the subsidiaries, since 
they are required to certify that the group accounts 


-show a true and fair view of the accounts of the group. 


(To be concluded.) 


. Weekly Notes 


STAMP DUTY ON COVENANTS 


RITTEN undertakings to make periodical 

payments attract stamp duty of 2s 6d per cent 
of the total aggregate payment or, where that cannot 
be ascertained, at 2s 6d for every £5 of the periodical 
sum. These documents often take the form of an 
undertaking to pay 'such as a sum as after the 
deduction of income tax at the current standard rate 
wil leave £X'. By what can. only have been an 
administrative concession, covenantors were allowed 
to stamp the document by reference to the net sum, 
notwithstanding that it was a simple matter to 
gross it up and say what the gross was. The Inland 
Revenue have now repented of their generosity 
and decreed a week ago that the duty will henceforth 
be computed on the gross sum, taking the standard 
rate as it was when the document was executed. They 
say that this follows the House of Lords decision in 
Independent Television Authority v. Commissioners 
of Inland Revenue (39 A.T.C. 234), which, however, 


: only affirmed earlier authorities on the topic. 


Covenants in favour of a child are often worded in 
such a way as to protect the parent from loss of 
child allowance through the child's income exceeding 
the permitted maximum. The form adopted is to 
undertake to pay 'such a yearly sum as together with 
other income of the child will amount to the figure 
prescribed in section 212 (4) of the Income Tax 
Act, 1952 (as amended)’. These covenants are usually 
for a definite period. The Inland Revenue have 
decided to compute the duty by a reference to the 
maximum (gross) sum which could be paid in the 
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first year multiplied by the number of years covered 
by the undertaking. There will inevitably be a large 
difference between the amount on which stamp duty 
is computed and the amount actually paid under the 
deed of covenant. Here is a challenge to the 
ingenuity of draftsmen. 


IRISH FINANCE ACT 


N November rst a turnover tax is to be levied, 


in the Republic of Ireland. 'The legislative 
provisions are contained in sections 46-66 of the 
Finance Act, 1963, recently published!, The. rate 
is 24 per cent and it.extends to turnover not only in 
goods but also charges for the provision of services, 
bets, sale of lottery tickets, entry fees for crossword 
and other competitions, and entertainment. Lengthy 
as the legislative provisions are, they leave a good 
deal to regulations to be made by the Revenue 
Commissioners. Irish experience of this fashionable 
tax will be of considerable interest in the United 
Kingdom, which usually has a reverse role in tax 
matters; innovations in the United Kingdom often 
being followed in the Republic. 

It is perhaps no coincidence that this year the 
Irish Finance Act introduces comprehensive pro- 
visions for the taxation of rents, and not only. rents 
but also premiums. However, the draftsman has 
wisely avoided the British error of too elaborate 
provisions. The tax is to be imposed under the old 
Case VI of Schedule D, and Schedule A is not 
abolished, although, of course, it is taken into 
account in the Case VI computation, as was done in 
Britain until this year. ; 

Another innovation which could well be copied in 
the United Kingdom is the decentralization of 
surtax (section 26). The penalty provisions are being 
brought up to date, as happened in Britain in 1960, 
while the Act provides for a considerable increase in 
the inquisitorial powers of tax inspectors and com- 
missioners. As in the United Kingdom, and from 
the same day (August ist), stamp duties on con- 
veyances on sale and the like are reduced to approx- 
imately 1 per cent; which contrasts oddly with the 
new 2% per cent turnover tax. On the other hand, 
the corporation profits tax is increased. 

There is a good deal of general income tax tidying 
up in the Act, mainly by way of amendment to 
the Income Tax Act, 1918, which still holds sway 
in the Republic. 


TROUBLE IN TRADING STAMPS . 


E understanding among members of the 
National Association of Multiple Grocers not to 
adopt trading stamps without giving one another 
reasonable notice has received a blow this week. The 
Fine Fare group of supermarkets, which is owned 
through subsidiaries by George Weston (Holdings) 
Ltd, has announced that it no longer considers itself 


1 Government Publications Sale Office, G.P.O. Arcade, 
Dublin. Price 85. 


"M 
ACCOUNTANT 


October 19th, 1963 


under any obligation to wait until November arst 
to introduce trading stamps. This was the secon 
move this week into trading stamps. Pricerite, which 
operates a small chain of provision shops in South- 
east England, announced that it was going into 
trading stamps and it was this company's decision to 
go ahead which, according to a published statement, 
decided Fine Fare that it was absolved from any 
undertaking it may have given to give reasonable 
notice. Fine Fare had, however, as long ago ‘as 
August 21st, notified the Association that it was going 
to introduce trading stamps. 

Several of the large supermarket chains have no 
indicated that they consider themselves to be free 
introduce trading stamps without giving notice 
the Association agreement is therefore virtuall 
dead letter. It has been apparent that the deci 
to go over to trading stamps depended on whet 
companies thought they could get in quickly a 
attract customers whom they could hold before their 
competitors moved. As one or two influential grocery 
multiples have insisted in recent months, if everybody 
goes in fór trading stamps none of the multiples can 
benefit except to the extent to which they can attract 
business from independent grocers. An ominous 
feature in all this has been the wave of fashion in 
trading stamps which has taken place in the United 
States and which is already, perhaps, past its peak. 
It is a common impression that what happens in 
the United States in the way of business fashions in 
one year, tends to be adopted in this country three 
or four years later. This, it might therefore seem, will be 
the case with trading stamps. The fact is that a 
significant proportion of multiple grocers have now 
decided to adopt them. They have decided that the 
race is to the swift and it is almost certain that (be: 
consequence will be that most chains will adopt them. 








GUIDES. TO FINANCIAL ACCOUNTS 


HEN two booklets, each seeking to explain 

the construction and contents of company 
accounts to laymen, arrive simultaneously on the 
editorial table, it is only natural to attempt compari- 
sons. In this particular case, the urge becomes the 
greater because, by absolute standards, one booklet! 
is excellent and the other?, while it is an honest 
effort at explaining such matters to the uninitiated, 
is nevertheless marred by a number of elementary 
errors and obvious omissions. It states, for example, 
that ‘tax for the year to June 30th, 1963, is charged 
against that year's profit but is not payable until the 
next year' whereas, in fact, it would not be payable 
until the beginning of 1965. The relationship between 
the financial year and the fiscal year is further confused 
in the specimen balance sheet (at June 30th, 1963) 
which indicates that the current taxation liability 


2 Accounts Made Easy (The Royal Dutch/Sheli Group of 
Companies). 


3 Anybady’s Annual Report, by Gordon Lee (Newman 
a Take Home Books Ltd, London. Price 1s 6d post 
ree). e 


THE 


October 19th, 1963 


includes 1962-63 income tax. This- liability should 
have been met half-way through the year of the 
accounts in question and the note is presumably 
intended to refer to the 1963-64 assessment, Also, 
in the balance sheet, the basis of valuation of the 
stocks is not mentioned: there is no indication as to 
whether or not the substantial bank overdraft is 
secured or if the issued share capital is fully paid; 
and, finally, the share capital and reserves are des- 
cribed as ‘net liabilities’. Contrary to good accounting 
practice, the directors’ report omits comparative 
figures and it is suggested in the accompanying text 
that it is the function of the auditor to ‘certify’ the 
accounts. Even if it were, many amendments would 
be necessary in this instance before he could bring 
himself to do so with anything like equanimity. 

y Of a rather different calibre is the explanatory 

* booklet recently produced by the Royal Dutch/Shell 

—Organization in order, as Mr S. R. Harding, F.c.a., in 
the first part of his paper on “Increased productivity — 
the role of finance', reproduced in our issue of 
October sth, puts it, to give non-Binance men a better 
appreciation of the group's financial affairs. The 
circulation of this guide — being essentially for domes- 
tic consumption —is necessarily restricted but the 
idea and execution are so admirable that other large 
companies (and even the not-so-large) would do well 


to adopt a similar means of enlightenment for the. 


benefit of all concerned in the organization and, 
perhaps, even to extend the readership to include the 
inquiring shareholder. 
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Mr R. P. Winter, C.B.E., M.C., T.D., D.L., F.C.A., President of The Institute of Chartered Accountants in England and Wales, 
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CHURCH OF ENGLAND STEWARDSHIP 


ESPITE its vast annual income, estimated at 
— Las million, the Church of England still has not 
enough money to consolidate and expand its many and 
varied activities, This is the burden of an interesting 
booklet, issued last week, on the present state of 
church finances! Of this composite income figure, 
£165 million is derived from the Church Commis- 
sioners' capital investments of £300 million. By 
exercising an investment policy ‘which has combined 
enterprise and prudence! income from this source 
has doubled over the past ten years. Another £16 
million is collected by parishes for home needs and 
about £7 million is raised for and divided equally 
between overseas and capital commitments. The 
revenues of other cognate societies and institutions 
make up the balance. 


The greatest single item of expenditure is stipends 
and pensions for the clergy. The bulk of this is paid 
for by the Church Commissioners (around {£13 
million) although the parishes add thereto about one- 
quarter of their domestic income. Other priority calls 
upon the Church Commissioners are grants to build 
churches in new housing areas and grants and loans 
for Church schools, The remainder of the income of 
the parishes is used for the maintenance of church 
services and buildings (£7 million), the remuneration 
of church servants, contributions to social and 


1 The Finances of the Church. Church Information Office, 
Church House, Westminster, London SW1. Price 15 6d net. 
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congratulating Mr W. O. Ling, of Derby, the winner of the First Certificate of Merit in the Final examination held last May. 
Mr Winter also presented prizes to other successful candidates in the May examinations and a report of his address at the 
ceremony, which was held in the Oak Hall of the Institute on October 2nd, appeared in our last issue. 
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charitable works and central and diocesan administra- 
tion. 

One striking fact which emerges from this revealing 
survey is that there are about seven thousand four 
hundred primary and secondary Church schools, 
approximately one-quarter of the total for the 
country. These are attended by 830,000 children 
which, however, is only about one-eighth of the 
school population. A paramount need of the Church 
is the provision of even better facilities for education 
and training. Another is the further improvement of 
the conditions of the clergy who, in many instances, 
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considered extremely scanty by commercial standard 
The task of the Church is made more difficult b 
what the author of the booklet, Captain R. H. Doig,- 
secretary of the Central Board of Finance of the 
Church of England, describes as its peculiar structure 
and organization. It is heartening to learn that an | 
attempt to review both needs and resources com- 
prehensively is under way. The work done by the 
Church and its servants is both a challenge and an 
inspiration to every layman who can help financially 
as well as spiritually. 


give unstinted service for rewards which would be | 





This is My Life . 
by An detis Accountant 
CHAPTER m 


FTER mature consideration in subcommittée 

the board of directors has "authorized us. to 
review the feasibility of installing a computer. Our 
terms of reference included evaluating the practic- 
ability of such alternatives as (a) outright purchase, 
(b) renting time at a service bureau or at some other 
installation with spare capacity, or (c) dropping the 


idea as being too EUREN too complex, or just too 


much like work. 

Most of the senior accounts staff know something 
about the subject already from articles, lectures, or 
demonstrations, but we're aware that there' s a vast 
field to be explored. So we're planning a preliminary 
programme of- attending computer appreciation 
courses to pick up some further knowledge before 
inviting one of the big firms to do a survey of our 
operations. 'The sales manager and I have just 
returned from a two-day session. He knew nothing 
. about the subject so he wanted to come with me. 
It was rather a case of the blind leading the blind, 
but excelsior always, so we went along together. 

This is it, we told: each other. Zero hour, syn- 
chronize watches, and all that. Dawn of a new era 
ahead, revolutionary technological. revelations, 
entrance to Merlin’s magic cave. 

Actually, it wasn’t like that at all. There we were, 
about twenty-odd of us, sitting around as this 
polished character like the doyen of the ambassadorial 
corps welcomed us. He was very charming. He told 
us enthusiastically about the background of com- 
puters; about Pascal, Leibniz and Babbage; and then 


passed us on to a junior edition of himself. We sat. 


forward alertly. 
Number Two damped down our spirits more than 
somewhat. He struck a warning note. He talked about 


the training in appreciation that we needed as our 
first stage in indoctrination. Apparently in a lot of \ 
industries he'd had experience of personal friction 
at all sorts of levels when computers were introduced. ^1 
Staff had tended to resist the innovation due to mental 
inertia or fear of change, and lack of co-operation at 
senior departmental meetings had proved a handicap. 
Scotty muttered that surely we could take. this. as ` 
read, and the audience fidgeted. 

‘I mention this because the lecturer had a few 
would-be cracks at accountants, referring to our 
traditional dislike of outsiders infringing our preroga- 
tives and rationalizing our mystique, and so on. 
Beside me, Scotty started to grin and a few of the 
course members obviously enjoyed the references and 
contributed similar comments. I get tired of this sort 
of thing. To square the account I commented, with 
an expression of friendly helpfulness, on the prevalent 
inferiority complex of the under-educated. Scotty, 
who’s been over this ground before, started to chuckle 
and the lecturer, holed at waterline, retreated rapidly. * 

We'd started late at xo a.m., so it was 11.30 by the 
time we'd had coffee. Then, as the next step, we 
were shown over a roomful of assorted machines. But 
they really aren’t very helpful because the works are 
boxed-in like so many steel stationery cabinets. We 
just saw the tape going in at one end and endless 
masses of paper emerging from the other. We 
couldn’t see what made things tick. Knobs, red 
lights, revolving spools...I said loudly that for. 
mystique they were out on their own. Scotty asked 
how could he be sure tbat the results were right; after 
all, you couldn't check. Suppose, just suppose, a 
momentary power failure resulted in a sub-total being 
omitted? An electrical engineer and an auditor joined 
in argumentatively, and it was clear that the level of . 
basic ignorance was high. We really hadn't a clue- 
about E.D.P.; we were only at the A.B.C. stage. 

Number Two endeavoured to cut the Gordian knot 
by taking off the panel and explaining all about core - 
storage and megacycles and tape readers; but that 
was far too esoteric for Scotty and me. We hadn’t 
learned much so far, we agreed, but it was premature 
to judge and anyhow lunch was calling. Perhaps the 
afternoon would SES BEE 
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Reviews: 





Accounting for Economists 
By Professor Russell Mathews. (Angus & Robertson 
Ltd, London. 50s net.) 

















University of Adelaide is designed as a text for a two- 
year course in accounting for students specializing in 
economics. It falls into three main parts. The first is 
_a self-contained exposition of accounting principles 
whereby the student may understand all the stages 
from the- original day-book entry to the final balance 
sheet. Part' two concentrates upon management 
accounting with an outline of cost accounting pro- 
cedures. Part three deals with national accounting, 
i.e. the framework of social accounting as a means of 
studying the national economy. 

The essential difference between this book and most 
traditional texts is that it seeks to link the ideas under- 
lying accounting procedures with aspects of account- 
ing which are of special interest to the economist. It 
is an interesting experiment in teaching methods and 
students who may wish for a change from the 
traditional text might be interested to browse in the 
pages of this new text. 


ergeant on Stamp Duties - 


ourth Edition. General Editor: B. J. Sims, LL.B.; 
Consultant Editors: J. B. Hodgson, A. K: Tavaré, 
LL.B. (Butterworth & Co (Publishers) Ltd, London. 
95s. Postage 2s 3d extra.) l 


Sergeant has been produced in an entirely new 


' S 





publishers’ series of modern textbooks. At the same 
time, the sole author or editor is succeeded by a team, 
as befits -a work of this magnitude. The table of 
statutes and cases, and the index, are in the well- 
known Butterworth form, and altogether the book is 
much more attractive to handle and own. . 
Arrangement of a stamp duty textbook is perhaps 
a matter of taste, but we do not care for the presen- 
tation of the Statutes in chronological order, which 
has always been a feature of Sergeant. 'The Finance 
Act, 1927, dealing with ‘reconstruction’ relief, is 
, immediately preceded by the Finance Act, 1924, 
dealing, of all things, with the exemption of securities 
issued under a treaty made with Turkey in 1923. 
So-called ‘special’ exemptions (what could be more 
special than Turkey treaty exemptions?) are dealt 
with separately and in alphabetical, not chronological, 
order. 
The notes are agreeably fuller than in the previous 
edition. It was not the editors' fault that so many 
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format and binding which now forms No. 13 in the . 
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duties were halved by the new Finance Act this year, 
and the book must be read subject to those changes. 

. Particularly useful are the very full reports of 
stamp duty cases not to be found in the ordinary 
law reports. Not included is Portman v. C.I.R. which, 
however, is to be found in 35 A. T.C. 349. 


Financial Incentives 


By Russet. M. CURRIE, C.B.E., M.LC.E., M.I.MECH.E., 
M.LPROD.E. (British Institute of Management, 
London. 21s. net; to B.I. M. members and subscribers, 
178 6d.) 


At a time when much is heard in favour of 
abandoning piece-work, it is refreshing to read a ` 
book which puts over a strong casé in favour of 
bonus incentive schemes. In this book Mr Currie 
ruthlessly and methodically demolishes the argu- 
ments normally put forward by the critics of financial 
incentive schemes. | 

Several chapters are devoted to explaining, in 
broad outline, the more normal financial incentive 
schemes that are in use. Mr Currie states unequivo- 
cally that the basic purpose of an incentive scheme 
must be to increase productivity and reduce costs, 
and he quotes examples of where this result has been 
obtained following the introduction of a financial 
incentive scheme based on effective work study. 

Quite rightly the author emphasizes the importance 
of good human relations and good communications, 
and places the responsibility for this fully on the 
shoulders of management. To many this may sound 
trite, but one wonders how many perfectly good 
incentive schemes have been scuttled by the failure 
of management to appreciate their responsibility in 
this connection. 

The book is short, concise and very much to the 
point. It will be of interest to accountants who find 
themselves involved either in.theory or in practice 
with this thorny subject. 


Capital and Rates of Return in Manufacturing 
Industries : 

By Gzoncz J. STIGLER (Princeton University Press; 
Oxford University Press, London, 40s net. 


This economic-cum-statistical study from the. 
National Bureau of Economic Research examines the 
pattern and growth of investment in over one hundred 
manufacturing industries in the United States. Using 
figures of capital expenditure between 1938 and 
1956 the study shows the variation in earnings on 
that investment in depression and in boom years. 
Apart from the war period there is, as would be 
expected, considerable diversity in the rates of return. 

The report affirms the generally held view that 
investment in capital goods fluctuates in response 
to the demand for the end-product of that investment, 
but more interesting is the finding that earnings on 
capital in highly concentrated industries are only 
negligibly higher than in industries where there are 
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numerous firms. Sos anyone studying market demand 
for capital goods this 1s an absorbing piece of research, 
while some accountants will be interested in the 
methods used to measure the economic rate of return 
on investment. 


Structural Interdependence and Economic 
Development 

Edited by Tibor Barna in collaboration with William 
I. Abraham and Zoltán Kenessey. (Macmillan & Co 
Ltd, London. 635 net.) 


This book is a report of the proceedings of the 1961 


international conference of economists and statisti- . 


clans on input-output techniques. For those 
accountants who are familiar with the input-output 
tables which have been presented in the United 
Kingdom national income Blue books, this collection 
of papers will demonstrate the progress that has been 
made in this field. Input-output tables provide 
analyses of the interrelationships between the differ- 
ent sectors of the economy. Thus the recent model for 
economic growth evolved at Cambridge by Professor 
Stone and his colleagues will form the basis for 
Neddy's estimates and planning. The development 
-of the electronic computer has revolutionized the 
usefulness of economic models based upon such tables 
and their use in economic forecasting is becoming 
increasingly extensive. 
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Finance and 
Commerce 


Buying Sugar 

REFLECTION of this year's rise in sugar 

prices is seen in this week's reprint of the 
accounts of Park Cake Bakeries Ltd. The profit and 
loss account shows, as an addition to the net trading 
profit, a net realized profit of £126,989 on forward 
commodity contracts, less a provision of £95,000 for 
forward contracts. 

Explaining the figures to shareholders, Mr K. L. 
Watson, F.C.A., the chairman, says that in the course 
of the conduct of the company’s business, apart from 
the maintenance of quality and price of the confec- 
tions sold and the close control of all operational 
costs, the directors must consider the stability of cost 
prices of the raw materials that have to be bought. 

Earlier this year, Mr Watson says, the board was 
faced with an unusually violent movement in the 
price of sugar which caused the taking of ‘more 
extreme steps than usual’. The company became an 
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A number of papers in this volume explain what is 
being done in various parts of the world, as well 
emphasizing not merely the progress. that has 
undoubtedly been made but also the problems which ^ 
remain. This is an important book for the specialist, 
and mathematical inclined accountants who are 
sceptical of economic planning will find much to 
interest them. 


RECENT PUBLICATIONS 


How THE EXECUTIVE SPENDS His TIME, by George Copeman, 
PH.D., H. Luijk and F. de Hanika, M.A. 149 pp. 9X6. 
35s net. Business Publications Ltd, London. 

OFFICE ROUTINE, by Vincent E. Collinge. Revised by 
E. W. Eeles. vii-L- 120 pp. 7$ X 5. 7s 6d. Sir Isaac Pitman 
& Sons Ltd, London. 

OrrICE PRACTICE Topay, by F. C. Thurling, B.A. GIONS. ), 
A.C.1.S. vli 3-300 pp. 74X5. 12s 6d. Sir Isaac Pitman & 
Sons Ltd, London. 

CHARLESWORTH’S MERCANTILE LAW, tenth edition, by Clive 
M. Schmitthoff, LL.D. and David A. Godwin Sarre, M 
xli 4-390 pp. 9 X 6. Wrappered: 18s 6d net. Bound: gos 
net. Stevens & Sons Ltd, London. 

ENcLISH Law, by Kenneth Smith, M.SC.(ECON.), B.COM., 
PH.D., A.C.C.S., F.S.S., and Dennis H Keenan, LL.B.(HONS.), 
A.C.1.S., D.M.A. Viii 4-323 pp. 9X6. 22s 6d net. Sir Isaac 
Pitman & Sons Ltd, London. 

BUSINESS ADMINISTRATION, Principles and Techniques, by 
Mrityunjoy Banerjee, M.A., LL.B.(CAL.), M.B.A. (U.S.A.). 
xi--348 pp. 9X6. 35s. Asia Publishing House, 447 
Strand, London WC2. 

AUDITING AND Tugony, A C.P.A. Review, by Mary E. 
Murphy, PH.D., GPA. xiiid-530 pp. 94x64. $7.95. 
Richard D. Irwin, Inc., Homewood, Allinois, U.S.A. 


associate member of the United Kingdom 'lerminal 
Sugar Market and contracted to buy raw sugar for a 
considerable period ahead on the basis of monthl 
usages. 


Cushion 

lhese contracts were not disposed of until refined 
sugar had been bought, although at rising prices, for 
a similar forward period. “This operation’, Mr 
Watson comments, 'has resulted in providing the 
company with a substantial cushion of £95,000 against 
the higher prices we shall inevitably face in the 
coming year and your board, in consequence, take to 
credit in the company s year to June 3oth last, the 
sum of £31,989 only.’ It is considered prudent ‘to 
regard, this as a non-recurring profit’. 

The Park Cake company, incidentally, is a major 
supplier to Marks & Spencer, and Mr Watson 
emphasizes the board’s appreciation of ‘the benefits 
derived from co-operation with Marks & Spencer, 
both technically and commercially’. ‘The company is 
now launched on an expansion programme and is also 
considering links with continental manufacturers in 
a production unit in the Common Market area. 

An interesting point in Mr Watson’s statement is 
his reference to a decision last spring ‘that the 
management structure of the company would be 
better served by dispensing with the office of pro- 


. 4a. 
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duction controller’. It would have been even more 
interesting had Mr Watson elaborated on the 
reasoning behind the decision. 


Rental Depreciation 


EPRECIATION is always a problem for a 
rental company. Mr Reginald Cooke, chairman 

of Home Telerentals Ltd, makes no apology in his 
review with the company's 1962-63 accounts for 
having taken too-generous depreciation rates — a 
point on which the directors have been criticized. 

Rental sets, he says, have been depreciated by 
spreading the depreciation | over four years and taking 
 I/48th of the value of the sets for each month 
after the set has gone into operation. At the time 
this policy was inaugurated, the design and size of 
television sets were constantly changing and the 
wastage in the potential change to 625-line trans- 
mission had to be borne in mind. | 

Now the size of sets has become more standardized 
and many of the sets put out by the company in the 
last two years have been capable of conversion to 
625-line transmission. By the time 625 does affect 
the company to any great extent, all sets out on 
rental will be capable of conversion at comparatively 
small expense. 
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New Basis 
Taking these points into account, a somewhat less 


` generous depreciation rate has been decided upon. 


Thé intention is to retain the same rate as in past 
years in respect of sets issued before March 2nd, 
1963, but sets issued after that date will be depreciated 
over a longer period. The exact basis of the new 
depreciation is under review. 

Mr Cooke comments *when it is noted that at the 


end of last year our sets out on rental stood in our 


books at an average of £16 including aerials (all pre- 
March 1959 sets being completely written off), it will 
be obvious that we can now afford to depreciate future 
sets on more realistic lines'. 

As well as its television rental business, the com- 
pany has considerable interests in dry cleaning, 
through 377 shops and receiving offices. Against 
group trading profits of £937,404 (£822,577), depre- 
ciation took £680,844 (£666,398), but Mr Cooke, in 
his statement, puts the television rental depreciation 
figure at £545,000 for fifty-three weeks against 
£550,000 for fifty-two. A note to the accounts states 
that depreciation is no longer charged against the 
purchase prices of the group's freehold and long 
leasehold properties, although amortization is taken 


: against short leaseholds. 





PARK CAKE BAKERIES LIMITED 
(Including Subsidiary Companies) 


PROFIT AND LOSS ACCOUNT for the Year ended 30th- JUNE, 1963 
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Comparative 
. x june, 1962 P S 
229,634 Trading Profit after charging all expenses Se Han those stated below: 258,006 
,827 Less: Bank Interest on Advance i š s re is E Se Së SW ee ae 2,592 
83,550 Depreciation s m D a Se E Se v2 Ss 85,437 
Directors' Remuneration: 
12,625 Mana ement ea ae ee t. 16,254 
1,534 Fees (including £600 from Subsidiaries) ` Qu. Tine So Së ex Së p. gl 1,887 
520 Pension 520 
(NOTE: The Directors eve also participated j in the Pension Scheme to the extent of £2,794, ) 
105,056 106,690 
124,578 154,316 
2,596 Less: Loss on Sale of Fixed Assets .. pi is ; s i z E A 933 
121,982 150,383 
400 Add: Income from Investments S S 170 
122,382 Net Trading Profit subject to Taxation . A 150,553 
Add: Net Realised Profit at 30th June, 1963, op Forward ‘Commodity Contracts 126,989 
Deduct: Provision for increased prices on Forward’ Commodity Contracts 95,000 aides 
122,382 Net Profit subject to Taxation a. 3 182,542 
Less: Provision for Taxation based on the Profit for the year: 
3,843 Current Income Tax .. i A eh Ve "T 2s Ges es 8,442 
32,536 Future Income Tax edi As "" sis vs Di Si Soe DS Ss m we 63,349 
15,314 Profits Tax ar 24,887 
51,693 96,678 
70,689 Net Profit after Taxation í : 85,864 
:23,487 Add: Balance brought forward from previous year á S S S 33,362 
94.176 Total available for distribution  .. E 119,226 
Appropriations:— . 
5,000 Transfer to General Reserve, : 5,000 
22,326 Interim Dividend declared and paid of ék per cent., less Tax at = $4. 26,605 
33,488 Final Dividend now proposed of 10 per cent., less Tax at 75. 40,930 
60,814 72,535 
£33,362 Balance carried forward x as Soe £46,691 
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CITY NOTES 


TOCK-MARKETS continue to keep a weather 
~ eye on the political situation. The events within the 
| Tory party in the past week and the matter of new 
| leadership naturally caused some hesitation. Neverthe- 
less, the equity sections have been making quite a good 
showing and support on the part of those who 
apparently look to the longer term has been a feature. 
Such buying is backed be the latest evidence of an 
improving economy at home - rising steel production, 
accelerating car output, and the showing made by the 
Federation of British Industry's inquiry into indus- 
trial activity which disclosed a greater degree of 
optimism among manufacturers. 
| Whether such factors can be calculated to override 
the political conundrum remains to be-seen. If, as 
some appear to think, the political influences have 
been well discounted in share prices, then the effect 
of the industrial news could be expected to have a 
reflection in share prices. It seems certain, however, 
| that the amount of support needed to affect market 
quotations is still not particularly large. 


Meanwhile, the gilt-edged market continues firm, . 


with only occasional periods of hesitancy. Short-dated 
Government stocks are still regarded as a hedge 
investment in times of indecision, particularly when 
political factors are involved. 

| Company news has been a trifle mixed, but on the 


encouraging. 
* * * * 


IR ALAN WILSON, reporting for the first time 

as chairman of the {£48 million Glaxo Group, 

announced higher profits. The trading figure for the 

year to June 20th rose from £6,755,000 to £7,600,000. 

Higher tax, however, particularly that arising from 
Indian super profits tax, took most of the increase. 

Nevertheless, the market had its anticipated 


whole that from the big companies has continued . 


increase in dividend, the final of 74 per cent making 
I4 per cent on a Capital increased by a one for four 
bonus issue, against an equivalent of 12:8 per cent 


last time. 
a * a 


R JOHN BEDFORD, chairman of Debenhams, 

the departmental store group, was able to show 
profits up from £8,432,865 to £8,830,480 for the 
year to July ist. He is raising the dividend by 1d, the 
final of 1s 6d per ros share, against the forecast last 
April of a maintained 1s 4d a share, makes 2s com- 
pared with 1s 11d last time. 

The results are satisfactory in that they relate 
to a period when retail trade was handicapped 
through uncertainty concerning economic conditions 
which tended to restrict consumer spending. In 
addition the bad winter closed down road transport 
and adversely affected the group’s big provincial 
stores which look to surrounding neighbourhoods 
for their custom. Group turnover, however, increased 
more than enough to offset the continued rise in 
costs, many of them outside the board’s control. 

* * * * 


ATEST addition to the ranks of the trading stamp 
brigade is Pricerite, the rapidly-growing super- 
market group, which is now to give Green Shield 
trading stamps to customers. The company is the 
first member of the National Association of Multiple 
Grocers to adopt the plan since Fine Fare announced 
that it would introduce an American scheme. 

Green Shield is Britain’s largest stamp promoter 
and although -many of the big food groups have 
announced their opposition to stamp trading, the 
entry of new companies must make the position 
increasingly competitive, and it may well be that 
other counter measures can be expected in the near 
future. 


RATES AND PRICES 


Closing prices, Wednesday, October 16th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 2195 


f Bank Rate 
Dec. 8, 1960 5% Mar. 8, 1962 54% 
July 26, 1961 795 Mar. 22, 1962 g% 
Oct. 5, 1961 619, . April 26, 1962 EC; ` 
Nov. 2, 1961 695 Jan. 3, 1963 4% 
Treasury Bills 
Aug, o £3 13s Soo Sept.13 £3 138 11°83d% 
Aug. 16 £3 13s 9°73d%  Sept.20 £3 13s 8-92d% 
^ Aug. 23 £3 14s o60d%  Sept.27 £3 138 5°88d% 
Aug. 30 3 148 544d% Oct. 4 3 128 4:87d% 
Sept.6 £3 148 o79od% | Oct. ix £3 128 432d% 
Money Rates 
Day to day 23% Bank Bills 
7 days 24-38% 2 months 33-3 #% 
Fine Trade Bills months 3%-3#% 
3 months 5-54% 4 months 35$—3 R% 
4 months . 5-52 % 6 months 34-32% 


6 months 51-69) 


Foreign Exchanges 
New York 27791$ Frankfurt rr:i2$ 
Montreal 3°01 Milan 1741$ 
Amsterdam 10'o8ł Oslo 20'02í 
Brussels I139:80$ Paris (ER E 
Copenhagen I9:33t Zürich 12:071 
Gilt-edged 

Consols 4% zë Funding 3% EUN 93 ds 
Consols 24% 464 Savings 3% 60-70 oo} 

Conversion 6% 1972 1084} Savings 3% 65-75 S45 


Savings 24% 64-67 94% 
Tres’ry 54% rom 100g 

Treasury 5% 86-89 954% 
Treasury 34% 77-80 834& 


Conv'sion 54% 1974 10447 
Conversion 5% 1971 10242 
Conversion 34% 1969 e 
Conversion 34% 


Funding 5195 82-84 veal Treasury 34% 79-81 824; 
Funding 4% 60-go 967 Treasury 24% 45i 
Funding 3396 99-04 72% ^ Victory 4% 98 4t 
Funding 3% 66-68 - 93 War Loan 34% 64 
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Taxation Cases 


Full reports of the cases summarized in this column 
twill be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’, 


C.LR. v. Hood Barrs 


In the High Court of Justice (Chancery Division) — 
July 30th, 1963 
(Before Mr Justice WILBERFORCE) 


Surtax — Dividend — Shares transfer to daughters — 
Appellant previously held beneficially entitled down to 
particular tax year — Whether beneficially entitled to 
shares in subsequent years — Law of Property Act, 1925, 
section 53 (1) (c) - Income Tax Act, 1952, section 404 
(2). 

The facts of this case were reported in [1962] 
T.R. 89 for the hearing of the appellant's appeal to 
the High Court on March 29th, 1962, when Mr 
Justice Wilberforce remitted the stated case to the 
Special Commissioners for further consideration on 
the grounds (1) that the Special Commissioners had 
placed undue weight on the decision of the Special 
Commissioners in Hood Barrs v. Commissioners of 
Inland Revenue; (ii) that insufficient attention had 
been given to a transfer by one of the respondent’s 
daughters of certain shares to her husband; (iti) that 
there was insufficient evidence for deciding whether 
section 53 (1) (c) of the Law of Property Act, 1925, 
was applicable. In February 1963, the Special 
Commissioners stated a supplemental case, and 
the supplemental case came before Mr Justice 
Wilberforce on July 3oth, 1963, and is now reported. 

Hood Barrs v. Commissioners of Inland Revenue 
was concerned with appeals against surtax assessments 
for the years: 1941-42 to 1953—54, but in the appeal to 
the High Court in that case Mr Justice Upjohn held 
that Mr Hood Barrs had validly withdrawn the ap- 
peals against the assessments for 1947-48 to 1953- 54. 
The assessments forming the subject-matter of the 
present report were against surtax assessments for 
1954-55, 1955-56 and 1956-57. — — - 

In the supplemental case the Special Commission- 
ers decided that the respondent was beneficially 
entitled to the income arising from the two blocks of 
shares in question. On the question of the applica- 
bility of section 53 (1) (c) of the Law of Property Act, 
1925, the Special Commissioners found that on 
September 16th, 1953, the shares in question were in 
the name of one of the respondent's daughters, but 
that the equitable interest was in the respondent him- 
self; and that no document had been executed by him 
or by any agent on his behalf, transferring the 
equitable interest to any other person. 

It was contended by the respondents that as a result 
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of the further hearing that led to the stating of the 
supplemental case, there was insufficient evidence to 
justify the Special Commissioners! decision that for 
the years 1954-55, 1955-56 and 1956-57, the 
beneficial interest in the.shares in question was in the 
respondent. In relation to the question under section 
53 (1) (c) of the Law of Property Act, 1925, the 
respondents contended that the section applied only 
where a subsisting equitable interest was transferred 
to another owner; and that it did not apply where the 
equitable owner gave a direction to the owner of the 
legal interest to transfer the whole interest, legal and 
equitable, to another person. 


Held: (1) there was evidence justifying the decision 
of the Special Commissioners that during the years 
uader appeal the equitable interest in the shares in 
question was in the respondent; (2) that section 
53 (1) (c) applied to a case such as the present where 


a beneficial owner directed the owner of the legal' 


interest to transfer the whole interest, legal and 
equitable, to someone else, who was not a purchaser 
for value and without notice. 


Rose v. Trigg 


In the High Court of Justice (Chancery Division) — 
July 3oth, 1963 
(Before Mr Justice WILBERFORCE) 

Annuity — Purchased life annuity — Capital element — 
Calculation of value — Prescribed mortality tables — 
Whether prescribed tables should be used — Whether age 
last birthday to be taken — Certificate of Government 
Actuary — Finance Act, 1956, sections 27, 28 — Income 
Tax (Purchased Life Annuities) Regulations, 1956, 
(No. 1230), regulation 6. 


The appellant purchased an annuity of £199 a year, 


and the Inland Revenue calculated the capital element 
at £129; and the calculation was based upon the a(55) 
tables in the tables published by the Cambridge 
University Press in 1953. These tables had been 
prescribed by the Commissioners of Inland Revenue 
in Regulation 6 of the Income Tax (Purchased Life 
Annuities) Regulations, 1956. When the annuity 
began, the appellant was 652 years of age, but in 
calculating the annuity his age was taken to be 65. 
The Government Actuary certified, under Regulation 
6, that the actuarial value of the annuity was £3,170 
and that on that basis, the capital element was slightly 
under £129. 

The appellant contended that the a(55) tables were 
inappropriate to his case, in that they were based only 
on the section of the population dealt with by in- 
surance companies; and that it would be more 
appropriate to use the Registrar-General's tables, 
which covered a much broader section of the popu- 
Jation. 


Held: (1) as the a(55) tables had been validly 


prescribed by Regulation 6, no other tables could be . 


used; (2) it was doubtful whether the Commis- 
sioners of Inland Revenue had power to take the 
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appellant's age to be 65 years, when it was in fact 
653 years, when the annuity started; (3) but as the 
Government Actuary had certified the value of 
| the capital element to be slightly under £129, the 
appellant had no ground of complaint. 





British Broadcasting Corporation v. Johns ` 
In the High Court of Justice (Chancery Division) - 
July 31st, 1963 
(Before Mr Justice WILBERFORCE) 


Income tax — Profit of trade — Whether Corporation 
entitled to Crown immunity — Whether trade carried on 
— Payment for supply of newsfilm — Whether payment 
deductible — Wireless Telegraphy Act, 1949, section 17 ~ 
es Tax Act, 1952, section 122 (Schedule D, Case I). 


Since the beginning of the present century the 
Crown has asserted a monopoly of wireless broad- 
casting within the United Kingdom, and the matter 
is now controlled by the Wireless 'l'elegraphy Act, 
I949, which prohibits radio transmissions without a 
licence and authorizes the Postmaster-General to 

| levy licence fees. By section 17 money for a broad- 

| casting service is provided by Parliament; and 
pursuant to this section licence fees are paid into the 
Exchequer and the Postmaster-General makes a 
payment to the appellant, which is a corporation 
| established by royal charter. 

d In 1958-59 the British Broadcasting Corporation 
operated under a licence agreement of June i2th, 
1952, from the Postmaster-General The licence 
forbade the British Broadcasting Corporation from 
receiving money from any broadcast, and also forbade 
the corporation to publish commercial advertisements 
or to broadcast radio sponsored programmes. The 
corporation agreed to transmit broadcasts to foreign 
countries, and to monitor transmissions from abroad. 
To finance the home services the British Broadcasting 
Corporation receives a proportion of the net licence 
fees reaching the Exchequer. For external services 
and for other services performed for Government 
departments, the corporation receives grants from the 


Treasury. The Postmaster-General can determine: 


| the licence for any breach of it or of the charter, or if 
the corporation is wound up. 

The corporation has a very large autonomy as to 
both the home and the external services, and as 
regards the selection and appointment of staff. The 
corporation also carries on a number of ancillary 
activities, the most important of which is publishing. 

wg, Por the year under appeal the British Broadcasting 
Corporation received about £25 million from the 
Postmaster-General for the home services and 
£5 million for the external services. It had a surplus 
of £1,495,868 including the profit it made on publica- 
tions, and including also £133,167 for interest on 
investments. 

For purposes of television the British Broadcasting 
Corporation requires an adequate supply of newsfilm. 
At one time the corporation obtained its film from an 
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American concern; but in 1957 it made an agreement 
with the Rank Organisation Limited, and with the 
Canadian and Australian Broadcasting concerns and 
the British Commonwealth International Newsfilm 
Agency Limited (B.C.I.N.A.) was formed pursuant 
thereto. Each of the participants paid a subscription 
to B.C.I.N.A., and if the subscriptions for a given 
year were insufficient to cover the cost of operating 
the services of B.C.I.N.A., the corporation and Rank 
were each bound to pay an additional subscription 
sufficient, these two additional subscriptions together, 


.to make up the deficit, The amount of the additional 


subscription paid by the corporation in relation to the 
year under appeal was £62,590. 

It was contended on behalf of the appellant (1) that it 
was a part of the use and service of the Crown, and 
was entitled to the immunity enjoyed by the Crown; 
(ii) that the appellant did not carry on a trade; (iii) 
that the additional subscription paid by the appellant 
to B.C.LN.A. was deductible in computing the 
appellant's profit for the year under appeal. 


Held: (1) the functions of the appellant were 
not a part of the use and service of the Crown, 
and the appellant was not entitled to the immunity 
enjoyed by the Crown and its agents; (2) the appellant 
carried on a trade; (3) the appellant was entitled to 
deduct the amount of its additional subscription to 
B.C.I.N.A. for the year under appeal. 


Cyril Lord Ltd v. C.LR. 


In the High Court of Justice in Northern Ireland 
(Queen's Bench Division) — June 27th, 1963 


(Before Mr Justice MCVEIGH) 


Excess profits levy — Valuation of trading stock — Stock 
written down at end of previous accounting period — 
Increase of value in next accounting period — Whether 
profit of that period to be calculated at cost or written- 
down value - Whether income tax calculation to be 
followed — Finance Act, 1937, section 20 (1), Schedule 4 
— Finance Act, 1952, section 45 (1), Schedule 9. 


The appellant company carried on business as a 
textile manufacturer and merchant. During 1951 . 
there was a slump in its trade, and the trading stock 
was written down in the company’s accounts at 
December 31st, 1951, from cost price, £543,530, to its 
then market value, £103,487. The assessments to 
income tax and profits tax based on the accounts for 
the period to December 31st, 1951, and onwards were 
computed on the written-down value at December 
41st, 1951. During 1952 the company’s trade improved 
greatly, and it sold a large part of its trading stock at 
more than the written-down value. Of the stock sold 
in the chargeable accounting periods ended December 
31st, 1952, and November 3oth, 1953, the written- 
down value was £50,583, and. the cost was £456,344. 
Forincometax and profits tax purposes, on the accounts 
for those periods, the profit was calculated by taking 
the difference between the written-down values of the 
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stock sold and the amounts at which it was sold. 

The company appealed against assessments to 
excess profits levy for the ‘chargeable accounting 
periods ended December 31st, 1952, and November 
3oth, 1953, and contended that it was entitled, in 
computing its profits for-those chargeable accounting 
periods, to commence with the stock at cost price. It 
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was contended for the respondents that the stock 
should be brought in at the written-down value that 
had been adopted for income tax. The Additional 
oo of Belfast decided in favour of the respon- . 
ents 
Held: the Additional Recorder’s decision was 
correct. 


vasis OF INTERNAL or 


Fourth European Regional Conference T 


The Fourth European Regional Conference of the 
Institute of Internal Auditors was held at Southport, 
last. week. Sponsored by the Manchester Chapter, 
whose President, Mr R. S. Rossiter, of Shell Mex & 
B.P. Ltd, acted as conference chairman, about eighty 
members attended from Chapters in London, York- 
shire, Birmingham, Newcastle upon Tyne, and Man- 
chester, as well as Ireland. A member was also present 
from Bombay. A number of ladies who accompanied 
their husbands were specially catered for in the con- 
ference programme. 

'The conference assembled on Wednesday afternoon 
and was opened by the European Regional Vice- 
President, Mr E. N. Judge, F.C.W.A., A.1.M.T.A., chief 
internal auditor, South Eastern Electricity Board, who 
conveyed to the meeting the greetings of the. Inter- 
national President, Mr Donald E. Dooley. In his 
message; Mr Dooley adjured members to ‘audit where 
it counts’, that is, to search where the potential for 
savings existed. Progress was achieved by those who 
sought it; audit programmes should be re-examined 
in order to pioneer in fresh areas where opportunity 
existed for finding savings. 

The four addresses given at the conference are 
summarized below. 


Britain’s Future is in Europe 


For Britain there was really no satisfactory long-term 
alternative to membership of a European Common 
Market if we were to achieve the economic improve- 
ments we sought, said Mr T. P. Price; A.A.C.C.A., 
A.C.1.S., F.R.ECON.S., Assistant Controller, Associated. 
Octel Co Ltd, in the first paper presented at the con- 
ference. Under the title, ‘Britain and Europe — after 
Brussels’, he reviewed the history of the European 
Economic Community and the abortive British attempt 
to join it, examined the implications for Britain’s future 
trade, and concluded that Britain could not expand 
its growth in the long-term without becoming part of 
an economic unit of continental proportions. 

Under the Organization for European Economic 
Co-operation the habit of co-operation in economic 
affairs 1n Europe was established, in complete contrast 
to the struggle towards the highest possible degree of 
self-sufficiency which had been practised be the 
nations before the war. And just as O.E.E.C. was the 
forerunner of co-operation in Europe, could it be 
that the Organization for Economic Co-operation and 
Development was the first effective groping towards 
Atlantic union? It was impossible directly to answer 
the: question of what contribution E.E.C. had made 
to European growth since its introduction, What could 


be said was that the gross national product of the area 
had increased by 55 per cent, compared with Britain’s 
25 per cent; industrial production had increased by 29 
per cent as against 13 per cent in Britain. It was now 
the largest single trading area in the world — the largest 
importer and the second largest exporter. 

Despite the political battles within the E.E.C., the 
movement towards customs union was two and a half 
years in advance of the treaty time-table, and a proposal 
to complete the tariff adjustments by the end of 1966 
had.been made to the Commission by the Council of 
Ministers. These factors had attracted applications 
for associated agreements from Greece, Turkey and 
Austria; the last-named was worried about diversion 
of her trade from the countries with which about 
70 per cent of it was done. The E.E.C. had also con- 
cluded a convention with eighteen overseas territories, 
mainly in Africa, formerly members of the colonial 
empires of the Six. This had added an additional 
fifty-eight million consumers to the 170 million already 
in the E.E.C. There had been no obvious falling away 
from the general buoyant level of economic activity in 
the Community, the Six had succeeded in enlarging 
substantially their share of world trade in all areas, in 
increasing public consumption, - and maintaining, 
investment in the public and private sectors, although 
the latter was showing weakening trends. It was pro- 
jected that by 1970 income per head in the E.E.C. 
would be above one-half that in the U.S.A., against 
less than one-third now. 


Growth, Efficiency and Expansion 


British business. had turned its attention towards 
participation in this growing market by schemes of 
direct investment, and one benefit had been the steps 
taken to speed efficiency. The British problem was still 
to tackle the questions of growth, efficiency and 
expansion. Almost two years had passed since the 
National Economic Development Council had proposed 
an economic growth rate of 4 per cent per annum in 
gross national product, during which period the annual 
rate had been no more than r$ per cent. To achieve the 
growth rate, the N.E.D.C. had said that exports would 
need to be expanded by 5:7 per cent per annum; the 
1962 rate was between 24 and 3 per cent, at a time 
when world trade had been increasing at a substantially 
greater rate. N.E.D.C. also suggested the long-term 
measures needed to achieve a healthy growth rate; 
expansion on that scale required large capital invest- 
ment, calling for improvements in productivity and 
savings in order to accumulate capital, which meant 
reductions in the present level of consumption. This 
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IS THE SHORTEST DISTANCE 
BETWEEN 
COMPUTER AND CUSTOMER 


The Xeronic prints computer output at a speed of 
4,700 characters per second—an average of 10,000 
documents per hour. It also prints its own background 
forms for invoices, insurance certificates or 

whatever job your computer is doing. 32 different form 
outlines can be stored, and selected in any sequence. 
‘The Xeronic operates via magnetic tape with every 
known computer system. It does its own proof- 
reading. Uses rolls of ordinary, unsensitized paper. 
And cuts and stacks the finished forms. 

For the full story talk to Mr. Brotherton at 
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RANK DATA SYSTEMS DIVISION 
Woodger Road, Shepherds Bush, London, W.12 z 





32 BACKGROUND FORMS ARE STORED ON FILM FOR INSTANT SELECTION j r 
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My factory wages are not paid on time. 


| must find an efficient credit transfer system for" 
payment of monthly salaries. 


Our statements always go out late. 


We have serious delays in the payment of 
purchase Invoices. SA 


My Accounts Department Is working too much 
overtime in correcting transcription errors. 


Too much (me and money is wasted in signing 
numerous cheques. - : 


Analysis of sales of our hundreds of different lines: 
by regions and sales outlets is almost impossible. ` 


Our factory is constantly in trouble with complaints 
about overdue deliveries. 


Our filing department Is increasing in size but not. 
in. efficiency. : 


Our subsidiary company urgently requires a good. 
Cost Control System. 


You would be amazed to know the number ` 


and scale of problems Anson have helped to, 
solve for all kinds of organizations, from the: 
, one-man business to major concerns in 
British Industry. The same opportunity is, 
avallable to you, without obligation. 
Find out today what Anson ‘know-how’ can: 
mean to you by posting the coupon below. 
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^ Please let me have further detalls of Anson Systems. i 


Name. DT : AJO 19 i 


Please attach to your letterheadihg and return to: 


GEORGE ANSON & CO LTD 
Solway House, Southwark Street, London SEI . 


. Telephone: WAT 3322 





MADIG 
Punched Card Tabulating Service 


All the advantages of a punched card instal- 
lation without capital cost. 


' First-class service and attention to detail. 
Work completed to agreed time-table. 


ANALYSIS OF EXPENDITURE * ORDERS 

LABOUR COSTS * PRODUCTION COSTS 
"PURCHASES * QUESTIONNAIRES * SALES 
STOCK AND WAGES * STATISTICAL WORK 


STOCK CONTROL ° SALES STATEMENTS, ETC. 
also 


All main and ancillary punched card opera- 
tions undertaken for punched card users. 


Write for Brochure 


 MADIC LIMITED 


13-15 Sheet Street, Windsor, Berkshire 


Windsor 1716 
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hung on a satisfactory incomes policy. The indicated 
targets were reasonable and possible if people under- 


- quences of restraint in present consumption in the 
certain knowledge of longer-term advantages. 





Strategies against Fraud 


Professor R. W. Revans, B.sC.(LOND.), PH.D.(CANTAB.), 
Professor of Industrial Administration in the Univer- 
sity of Manchester, addressed the conference on T'hurs- 
day morning on ‘Sampling and strategies against fraud’. 
Illustrating the need to measure differences between 
the regularity put into the system and the irregularity 
that comes out of it in operation, Professor Revans 
gave some examples by using a statistical approach 
based on the x? test. 

Dealing, with fraud, Professor Revans used as 
examples the convoy system to protect shipping from 
the attacks of submarines in wartime and methods of 
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varying the concentration of inspection. The advantages ' 


and disadvantages of block samples were discussed. 
Whilst admitting that his examples were at present 
largely theoretical, Professor Revans pointed'out that 
it was only by seeking for logical patterns in practical 
situations that knowledge was built up. 

In subsequent discussion the ethics of laying traps 
was examined and it was felt that these were justified 
only where very strong suspicion of malpractice existed. 


Developments in Auditing 


The auditor in the United Kingdom was now faced 
with making important changes in his auditing tech- 
niques, said Mr T. R. T. Bucknill, F.c.a., a partner in 
Messrs Price, Waterhouse & Co, in his paper on 
‘Thursday afternoon. This was because of the increasing 
size of business organizations and the tendency for 
their operations to become more complex; the increas- 
ing emphasis on reporting results to shareholders as 
‘soon as possible, and, probably most important of all, 
) as a result of the increasing use of integrated data 
processing systems. À great interest in the international 
field of accounting had come about quite quickly in the 
last ten or fifteen years, and the accounting principles 
used for accounts submitted to shareholders, the form 
of accounts and the amount of information given to 
shareholders, varied considerably from country to 
country. Improving auditing standards was no easy 
task: it would take a long time and be brought about 
by those with the best auditing standards providing an 
example for those whose standards were not so good. 
After summarizing the proposals of the Jenkins 
Committee to improve the information given to share- 
holders in a company's statutory accounts, Mr 
Bucknil pointed out that a very substantial part of 
professional accountants’ time was spent dealing with 
the affairs of relatively small concerns, where the 
auditor carried out a considerable amount of detail 
` checking, very often writing up some or all of the books 
of account. 'l'he Council of The Institute of Chartered 
Accountants in England and Wales had seen the danger 
that auditing standards might not be moving with the 
times, and were issuing a series of 'Statements on 
auditing’. The statement on auditing stock-in-trade 
(1962) placed particular stress on the work to be carried 
out by auditors to ascertain that the procedures laid 
down by the company for stocktaking were sound and 
had been properly carried out. The statement on 
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general principles of auditing (1961) laid down the 
essential features of a company audit and noted that 
auditors had to aim to reduce their detail checking to 
the minimum consistent with the system of internal 
control and the state of the records. The first object of 
auditors should therefore be to review the system of 
internal control. 

Was it enough to ensure that there was a due separa- 
tion of the functions of transacting business, recording 
transactions and having custody of the assets involved? 
Should not the starting-point be ‘How does the board of 
directors control the enterprise?’ To answer this it was 
essential to know what general control was exercised 
by the board, what periodic accounts were available 
to it, what was the extent of its budgetary control 
and the arrangements whereby it was to be alerted 
to major variations. Discussions on these matters could 


, be helpful to management as well as to the auditor. 


Some way had to be found of analysing and recording 
the essence of the procedures and checks, and it was 
helpful to have some form of guide when carrying out 
this part of the audit. The standard form or question- 
naire did not encourage the auditor to put his mind 
to the thoughts behind the questions or to other ques- 


.tions which ought to be asked, and it was not always 


applicable to every business, large or small. An alter- 
native was to prepare an aide-mémoire setting out the 
matters to which the auditor should address his atten- 
tion. Under the section on general management control 


. there would be headings for organization, direction and 


supervision. 

Turning to methods of auditing, Mr Bucknill 
mentioned examinations 'in depth' as being worthy of 
encouragement, and listed some of the ways in which 
the profit and loss account and balance sheet could be 
verified. Much of this review work and testing could 
be done at the interim audit. The use of electronic 
computers would have important effects on auditing 
techniques, but he would comment first on the use of 
statistical sampling by the auditor. Its advantages were 
that the reliability and degree of assurance which 
could be placed on the results of an audit test could be 
measured, that the tests could be applied to a reason- 
able cross section of the field being examined, and 
that the necessity arose to establish in advance the 
specific objects of the test. Statistical methods would 
seem to be most useful where a decision was required 


;in situations involving a large mass of detail where 


only relatively small samples could be tested. 
Inexperience of the use of computers had led 


management to insist that a newly-installed computer 


system should provide at least as much visible control 


: and output detail as did the previous accounting system. 


However, as confidence grew, applications might be 
developed where controls were of an unfamiliar type 
and output detail less than customary. In some respects 
internal controls could be weakened by the installation 
of an electronic data processing system, but they would 
be strengthened by the ability of equipment to process 
data with greater accuracy and consistency. 


Internal Auditing in an International Enterprise 
“The organization of internal auditing in Unilever’ was 
the subject of a paper given by Mr R. P. Tester, c.a., 
Head of Internal Auditing, Unilever Ltd. Internal 
auditing was well developed in the constituent groups 
thirty to thirty-five years ago, and now employed 200 


people. In such an organization, with wide delegation 
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At ES Conference beer held on Thursday evening. Left to right: Mrs T. Brindle: Mr R. S. Rossiter; Mis J. O. Davies; : 
the Mayoress of Southport; the Mayor of Southport; Mr J. O. Davies, F.C.A., A.C. W.A., Director-Resident of the Institute; 
Mrs Rossiter; Mrs E. N. Judge; Mr E. N. Judge, F.c.W.A., A.1.M.T.A., European Regional Vice-President of the Institute; 
Mr T. Brindle, F.S.A.A., F.I.M.T.A., Borough Treasurer of Southport. 


of authority, there was variety in the set-up of in- 
ternal auditing as in other directions. The work was 
carried out by two types of organization, the depart- 
ment headed by a manager resident at, or near, the 
headquarters of a territory having a sufficient density 
and volume of activity, and the home-based depart- 
ment paying periodical visits to territories where a 
resident department would not be economical, or was 
otherwise impractical. There were advantages and 
disadvantages in both forms of organization. 

The current objectives of internal auditing had been 
accepted by company managers and eventually the 
board of directors, They were: to assist management 
to ensure (a) that the assets of the concern were 
properly safeguarded and accounted for, current 
business transactions properly and completely recorded 
and the business adequately protected against waste, 
fraud or any other avoidable loss; (b) information 
prepared in the form of accounting or related state- 
ments was correctly drawn up and in such a form that 
the correct conclusions could be drawn from it; and 
(c) the business was being conducted in accordance 
with the instructions of management and the intentions 
underlying these instructions, in so far as this could be 
ascertained by the work carried out in connection with 
(a) and (8). 

The requirements of the centre and of the operating 
units must both be catered for. The local audit manager 
must be able to report as he thinks fit to the head of 
internal audit, and take all suitable opportunities to 


clarify his objectives with local management, discuss. 


his findings with them and adapt his programme, 
where feasible, to their particular requirements. 
Effective service would best be achieved if audit 
departments were accepted as an integral part of a team 
whose aim was the prosperity of the business in the 
territory within which they operated. Complications 


peculiar to auditing abroad arose through nationality, 


language and local customs, and travelling, and Mr 


Tester described the way in which Unilever tried to 
avoid them or minimize their effects. Promotion of a 
uniform outlook depended upon the quality of the 
managers in charge of the various resident departments, 
but could be assisted by the choice of staff, encouraging 
them to acquire an adequate technical education, 


arranging for staff exchanges and meetings and usem, 


of technical libraries. Publications of the Institute of 
Internal Auditors were of great value in this respect and 
had supplied a source of information, the lack of 
which was very noticeable before the formation of the 
Institute. 


Conference Banquet 


At the conference banquet on Thursday, at which 
Mr Rossiter presided, the guests included the Mayor 
and Mayoress of Southport; Mr T. Brindle, F.s.a.a., 
F.1.M.T.A., Borough ‘Treasurer of Southport, and 
Mrs Brindle; and Mr Arthur E. Webb, Editor of 
The Accountant and Mrs Webb. A toast to the Institute 
of Internal Auditors proposed by the Mayor was 
responded to by Mr E. N. Judge, the European 
Vice-President. The toast of “he Guests’ was proposed 
from the chair and Mr Arthur E. Webb replied. 

The conference was closed on Friday by the Director- 
Resident in the United Kingdom, Mr J. O. Davies, - 
F.C.A., A.C.W.A., chief internal auditor, National Coal 
Board, who read a message from the managing director 
of the Institute in New York. 

It was evident that much progress had already been 
made by the Birmingham Chapter in the arrangements 
for the conference fixed for October 14th, 15th and 
16th, 1964, at Great Malvern, Worcestershire. It was 
decided that the 1965 conference should be sponsored 
by the Yorkshire Chapter and be held at Scarborough. 
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Electronics 


in the Office 


National Coal Board's New Computer Centre 


NE of the largest computer installations in the 
north-east of England —the new National Coal 

Board Computer Centre — was officially opened 

recently by Lord Robens, chairman of the Board, at 

e T'eam Valley headquarters of the Durham Division. 

> Built at a cost of about £290,000, exclusive of the 

Tented equipment, the new centre is the direct result 

of the National Coal Board's decision to apply elec- 

tronics to clerical procedures throughout the industry. 

The original experiment in the Board's Durham 

Division started at Dean and Chapter Colliery in 1958. 
By December 1962, this experiment, which opened in 
a small way, was processinz the wages for 35,000 
workers on four ICT 555 calculators. In addition, an 
experiment was proceeding at Blyth in Northumber- 
land, based on two P.C.C. computers, and this system 
is handling wages for about eleven thousand mine- 
workers, Both installations are still operating and 
form the nucleus from which the new centre is being 
developed. 

The Team Valley centre will process the work for 
both the Board's Durham and Northumberland 
Divisions. It wil cover wages, salaries and pensions 
for more than one hundred thousand employees; 

handle invoices for dispatches of over thirty million 
tons of coal a year, and deal with all the purchases and 
issues of materials with a total annual cost of approxi- 
mately £30 million, together with all management and 
statistical information relating to these. Eventually it 
will handle the new field of operational research. 
The first job to be taken over is the payrolls work 
formerly processed at the two experimental centres 
at Dean and Chapter and Blyth. This will be followed 
by a gradual build-up to take in all wages, salaries and 
pensions in the two coalfields: At the same time sales, 
purchasing and stores, and general accounting will be 
. transferred on to the computers. The whole programme 
is expected to be completed by the end of ropp. 








. Computer Directory and Bibliography 


WO useful booklets, A Directory of Computer 

Service Bureaux in the United Kingdom and. 
A Select Bibliography on Computer Applications in 
Commerce and Industry have been issued by the 
technical library and information service of Hertford- 
shire County Council. The first booklet, whilst laying 
no claim to being a complete index to service bureaux, 
nevertheless provides a welcome ‘directory’ to the 
various computer bureaux available. Twenty-four are 


listed and information on them includes: type of ` 


equipment available; addresses of headquarters, 
departments and branches; charges and specific aspects 
of services obtainable. 


ACCOUNTANT 


509 


'The second booklet, acknowledging the voluminous 
amount of literature available on the developments 


in the computer industry, contains a selective list of 


references to publications and articles on a variety of 


' computer subjects such as programming, computers in 


industry, managerial considerations in operating a 
computer, production contro] by computer and 
accounting applications of the computer in business 
and commerce. 

Copies of the booklets, price 2s and 3s each res- 
pectively, are obtainable from Hatfield College of 
Technology, Roe Green, Hatfield, Herts. 


New Service Bureau 


NEW ‘service bureau to meet the increasing 
demand for a-data processing service that special- 
izes in ‘City’ applications was opened recently by 
IBM (United Kingdom) Ltd. Situated at 125-129 
Middlesex Street, London Ex, standard applications 
available include investment analysis, a dividend 
warrants service, and a service for the maintenance of 
share registers. 
Based on an IBM 1401 computer with four magnetic 


- tape units, users have access to time on the entire 


range of the company’s equipment, as well as to 
programme libraries. An added feature is an on-line 
IBM 1412 magnetic ink character reader for direct 
input into the computer system. Early next year it is 
proposed to increase the system's capacity by the 
addition of two IBM 1311 disc drives, each holding 
over two million characters of random access storage. 

The existing IBM Service Bureau in Wigmore 
Street commenced operating in new and larger 
premises at 15-17 Lodge Road, NW8, earlier this 
month. This and the move of the company’s Education 
Centre to the same address has been brought about by 
the steady increase in demands on both these services. 


Government Aid in Computer Research 


HE first contract in.a four-year fii million joint 

research project being planned to aid long-range 
British computer development was announced last 
month by the Departnient of Scientific and Industrial 
Research. The contract has been agreed with Mullard 
Research Laboratories and will extend their existing 
programme of research in low temperature computer 
devices. 

The scheme is designed to support the British 
computer industry's already considerable research and 
development efforts in the face of future widespread 
technological change. T'o develop improved reliability, 
smaller components, greater simplicity, cheaper units 
and faster speeds, scientists in Britain and else- 
where are inquiring beyond existing electronic tech- 
niques into a whole new range of physical properties 
hitherto unexplored. 

Twelve major British electronics firms are involved, 
together with Government laboratories. One of these, 
the National Physical Laboratory at T'eddington, will 
act as a co-ordinating centre for the programme as a 
whole in close association with the Ministry of Avia- 
tion's Royal Radar Establishment at Malvern. 

About two-thirds of the total estimated cost of 
£14 million will be borne by D.S.L.R., the remaining 
one-third being provided by those industrial firms 
who accept contracts under the scheme. 
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THE INSTITUTE OF CHARTERED 
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TAXATION AND RESEARCH COMMITTEE 


The one hundred and thirtieth meeting of the Taxation 
and Research Committee was held at the Institute on 
Thursday, October roth, 1963, at 2 p.m. There were 
present: 


Mr H. C. Shaw (in the chair); Messrs G. L. Aspell, T.D., 
D.L., D. G. Bee, R. P. Brown, K. A. Buxton, J. Cartner, 
L. H. Clark, P. G. Craven, T.D., S. M. Duncan, S. 
Edgcumbe, N. Cassleton Elliott, A. R. English, C. R. P. 
Goodwin, S. R. Harding, K. J. Hilton, G. N. Hunter, 
H. Kirton, T.D., S. Kitchen, C. Yates Lloyd, E. D. London, 
J. W. Margetts, A. G. Martin, B. A. Maynard, G. M. 
Metcalf, D. S. Morpeth, F. L. Moulding, E. J. Newman, 
R. D. Pearce, J. Perfect, A. L. Pitman, T. B. Pritchard, 
D. W. Pursglove, D. W. Robertson, H. Robinson, B. G. 
Rose, E. C. Sayers, H. G. Sergeant, H. G. Smith, C. C. 
Taylor, G. Thompson, L. R. Turner, D. C. Urry and S. P. 
Wilkins (forty-three members) with Mr J. M. Renshall, 
Acting Secretary to the Committee and Mr G. A.. Slator, 
Assistant Secretary to the Committee. 


Address by the President of the Institute 


The President of the Institute, Mr R. P. Winter, 
attended the opening of the meeting, and in the course 
of his reply to a speech of welcome by the Chairman, 
the President said: 


You have established the very happy custom of inviting 
the President to luncheon and afterwards to address the 
Committee on the occasion of their first meeting in each 
new year of office, and Í am delighted to be here to speak to 
you today. As you know, it is now twenty-one years since 
the Committee was first formed, and I should like to begin 
by congratulating all members, past and present, on the 
Committee's attainment of its majority. 

The Council made a wise and far-reaching decision when 
in 1942 they resolved to establish this Committee. From 
that decision have sprung two important consequences. 
Firstly, the Council embarked on the publication of state- 
ments on technical matters for the guidance of members, 
in the preparation of which the Committee plays an import- 
ant advisory part; and secondly, the Committee was con- 
stituted in such a way as to bring members of the Institute 
engaged in commerce and industry together with those 
engaged in public practice, thereby establishing an active 
and fruitful liaison between the practising and non-practising 
sides of the profession. 

Members of the Institute, and indeed many outside it, 
are indebted to the work of the Taxation and Research 
Committee and the services so freely given by its members 
to the study of the many difficulties and technical problems 
which have faced the profession since the war. 

Amongst the most prominent of the statements which 
have been issued by the Council are the Recommendations 
on Accounting Principles, of which, in my view, one of the 
most significant is the statement regarding the treatment of 
stock-in-trade in financial accounts. Now there are in 
preparation, as you know, a series of statements on the 
general principles of auditing. These will bring out the 


eege 


substantial changes in auditing practice which have 
developed in the last twenty-five years and will, I believe, 
provide a very valuable service to members. 
. You start your new year’s session with a considerable 
amount of technical work in hand. There are no fewer than 
nineteen sub-committees active, and their titles indicate 
the many technical problems facing the profession and the 
business community today. Commerce and industry look 
to us to offer guidance and help in their solution. 
Management accounting ranks high amongst the tech- 
nical developments to which the Council attaches Gg 
importance, and we are intent to foster its cultivatio 
particularly in its application to smaller businesses. 
Taxation, of course is a matter of concern to us all, and 
I should like to refer to the valuable service rendered by 


- your Taxation Sub-committee in examining and reporting 


on annual Finance Bills and general anomalies and practical 
difficulties. The suggestions and recommendations which 
stem from this sub-committee are of great value to the 
Council in making submissions to the Chancellor of the 
Exchequer and Board of Inland Revenue. 

The Council attach the greatest importance to the 
Institute’s activities in the fields of research and technical 
matters. We must keep abreast of modern developments 
in all forms of accounting so that as a profession we can 
provide the public with a truly effective service. 

Finally, I should like to express, on behalf of the Council, 
thanks to Mr Duncan, your immediate past-chairman, for 
his great services not only to this Committee but to the 
Institute as a whole. I also wish to welcome Mr Shaw as ' 
your new chairman, and I hope that he will have a happy 


and rewarding year in office. I wish you alla year of happiness... 


and success in your deliberations. 


Membership 


'The Chairman extended a warm welcome to the 
following new members of the Committee: 


Mr S. Edgcumbe (Bristol). 

Mr A. R. English (Co-opted ~ previously a member 
1953-60 

Mr K. J. Hilton (Northern). 

Mr E. D. London (Nottingham). 

Mr D. S. Morpeth (London). 

Mr A. L. Pitman (East Anglia). 

Mr H. G. Smith (London). 

Mr S. P. Wilkins (Council nominee). 


It was unanimously agreed that letters expressing 
appreciation of their services to the Committee should 
be sent to the following members, whose retirement 
from the Committee was reported: 


Mr S. A. Middleton (Northern). 

Mr G. P. Morgan-Jones (Council nominee). 
Mr A. H. Proud (Co-opted). 

Mr C. Romer-Lee (Council nominee). 

Mr G. Wadwell (East Anglia). 


October 19th, 1963 


Sub-Committees 


Reports of progress were received from nineteen sub- 
committees in connection with thirty matters. 


Future Meetings 
The next meeting of the Committee was fixed for 
Thursday, December rath, 1963, at 2 p.m., and further 
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meetings of the Committee were provisionally ar- 
ranged for: 
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~ Thursday, February 20th, 1964. 
sp April oth, 1964. 
is June 11th, 1964. 
e September 17th, 1964. 
H October 22nd, 1964. 
" December 17th, 1964. 


| | MEMBERS' LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks by purchase and 
gifts are the following: 


An Account of the Proceedings of the House of Peers, upon 
the observations of the commissioners for taking, examin- 
ing and stating the public accounts . . . (Anonymous.) 
1702. (Frank Hammond, 775 6d.) 

ustria: (economic surveys by the O.E.C.D.). (Organization 
for Economic Co-operation and Development). Paris. 
19635. (O.E.C.D., 3s.) 

Capital and Rates of Return in Manufacturing Industries; 
by G. Stigler. Princeton, New Jersey. 1963. (Princeton 
U.P., 405.) 

The Case of the Third Auditor, as stated by Mr Lownds, 
and referr'd by the commissioners of the treasury to the 
attorney and the late sollicitor-general ; with their Reports 
thereupon: second edition. (Anonymous.) 1715. (Frank 
Hammond, 92s 6d.) 

Conditions Favourable to Faster Growth. (National 
Economic Development Council.) 1963. (H.M.S.O., 45.) 

The Control of Materials Cost. (Furniture Development 
Council). 1963. (F.D.C., 21s.) 






FOR STUDENTS 


H 


URTAX is an additional income tax charged, by 

one assessment, on the excess over £2,000 of an 
individual's total income from all sources. 

Assessments to surtax are made- by the Special 
Commissioners and the tax, which is charged at 
graduated rates, is payable on January 1st following the 
year of assessment. Surtax is payable not to a collector 
of taxes but to the Accountant-General (Cashier) at 
Worthing.: 

Generally speaking a taxpayer's total income for 
| income tax is also his total income for surtax but special 

adjustments have to be made for certain items of 

| income and charges; and the personal reliefs deductible 
| are different. 


bel 


Income 


Whatever assessments under Schedules A, B, D and E 
have been agreed for income tax purposes for a particular 
fiscal year will be included in the surtax computation for 
that year and any deductions for capital allowances, 
expenses and losses will apply equally for surtax. 

In addition to the amounts of the income tax assess- 
ments there must also be included in the surtax com- 
putation: ME 


The Elements of Estate Duty; by C. N. Beattie: fourth 
edition 1963. (Butterworth, 28s 6d.) . 

Export Trends. (National Economic Development Council). 
1963. (H.M.S.O., 2s 6d). 

Guide to Efficient Maintenance Management; by H. V. M. 
Stewart. 1963. (Business Publications, 40s.) 

How the Executive Spends His Time; by G. Copeman, 
H. Lucjk and F. DeP. Hanika. 1963. (Business Pub- 
lications, 35s.) . 

The Law Relating to Commercial Letters of Credit; by 
A. G. Davis: third edition 1963. (Pitman, 305.) l 
The New Transfer System. (Stock Exchange). 1963. 

(S.E., 2s 6d.) 

T'he Report of the Committee appointed to enquire how far ` 
the several imprest Accountants have passed their respec- 
tive Accounts ... with the resolutions and orders of the 
House of Commons thereupon. (Anonymous.) 1711. 
(Frank Hammond, 77s 6d.) 





SURTAX 


(1) The gross equivalent of any Post Office Savings 
Bank or Trustee Savings Bank interest exempted 
from income tax for the year of assessment. 


(2) The gross amounts of taxed dividends receivable 
during the year. 


(3) The gross equivalent of any building society 
interest received during the year. 


Charges 


Generally speaking the charges (e.g. mortgage interest, 
building society interest and bank interest paid) are 
the same as for income tax, but there are restrictions 
on the amount deductible in respect of payments made 
under settlements, e.g. deeds of covenant. Even though 
a covenant is valid for income tax purposes the gross 
amount can be deducted for surtax purposes only if 
the payments are made to an individual for his own use 
and that individual is neither in the employment of 
the covenantor nor acting as his solicitor or agent. ` 
Covenanted payments to charities, employees, etc., are 
not therefore deductible for surtax purposes. 
Furthermore, for surtax there may be deducted the 


+ D 
` 
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gross equivalent of any interest on estate duty borne by 
the taxpayer. 


+ 


Personal Reliefs 


The chief deduction under this heading is in respect 


of earned income. Not only is the ordinary earned 
income relief (as for income tax) deductible, but also 
a further earnings allowance which is calculated by 
deducting £2,000 from the net earnings (i.e. earned 
income less earned income relief). This further allow- 
ance is itself limited to £2,000. 

In addition the following allowances, as agreed for 
income tax, are deductible for surtax — child allowance, 
dependent relative relief, housekeeper allowance, 
daughter's services allowance, blind persons relief and, 
national' insurance contributions for the taxpayer 
himself. 

Finally, for a married couple the difference between 
the married and single personal allowance (£100) is also 
deductible. The additional personal allowance (wife’s 
earned income relief) and life assurance relief are not 
deductible. 


Example 
DETAILS OF INCOME 


A. Potts is a director of Paints Ltd and his late wife, 
who died on January sth, 1962, was the secretary of the 
company up to that date. The company ’s financial year 
ends on December 31st. 

The following are details of their incomes dug the 
two years ended April sth, 1962: 


Year ended Year ended 
April 5th, April 5th, 
I96I I962 

A. Potts: 

- Director's fees: Paints Ltd .. 
Net annual value of house 
Post Office Savings Bank inter- 

est (account opened 1947) .. 
Interest on paid-up shares in 
the Camshire Building Society 
Dividends on 10,000 Ordinary 
shares in Paints Ltd: 
Interim for 1960, paid on 
August 1st, 1960 (gross) . 
Final for 1960, paid on 
March 30th, 1961 (gross) 
Interim for 1961, paid on 
July 1st, 1961 (gross) : 
Final for 1961, paid on April 
5th, 1962 (gross). 
Mrs Potts (up to January sth, 
1962): 
Salary as secretary of Paints Ltd 
Interest on £2,000 34 per cent 
War Loan (purchased August : 
rst, 1960) . 45 79 
The following additional information has also been given: 

(1) A. Potts’s contributions to the Paints Ltd super- 
annuation fund during 1960-61: and 1961-62 amounted 
to £150 and £175 respectively. 

(2) He maintains his widowed mother whose statutory 
total income was £165 p.a. up to April 5th, 1962. 

(3) He is entitled to an allowance of £18 National 
Insurance contributions for 1961—62. 

(4) He bought his house in 1949 on a 999 years' lease with 
a ground-rent amounting to {10 (gross) p.a. At the 
same time, he borrowed part of the purchase price 
from a building society, and the amounts of interest 
charged by the society on this mortgage during 
1960-61 and 1961—62 were £240 and {£220 respectively. 


3,000 3,500 
50 60 
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SURTAX LIABILITY = 
The surtax liability for 1961—62 is calculated as follows: 
£ £ 
Earned income (as assessed under Sche- 
dule E): 





- 




















A. Potts — Director's fees . 4,500 
Less: Superannuation payments 175 
3,325 
Mrs Potts's — salary m "E n 500 
3,825 
Less: Earned income relief, as for 
income tax (2/9ths) .. 850 
Earnings allowance: 
Net earned income (£3,825— 
£850) + = » £2,975 
Less: ve ac . 2,000 
975 
-—— 1,825 1 
2,009.—. 
Untaxed interest: 
Post Office Savings Bank income tax 
assessment (£25 —£ 15) IO 
Add: Gross equivalent of amount ex- 
empted from income tax £i5X 
8o 
— 6: s ET es eu 24. 
49 e 
Mrs Potts — War Loan interest, income 
tax assessment Be ue Es 70 
— 104 
Building Society interest £98 x Se - 160 
Net annual value of house, as assessed 
Schedule A 60 
Taxed dividends, Paints Lid: 
July 1st, 1961: 500 
April sth, 1962 I,000 
,500 
3,824 
Deduct: Ground-rent . I0 ON 
Building Society mortgage 
interest 220 
—— 230 
. 3,594 
Deduct: Personal allowance (£240— £140) 100 
Dependent relative relief - 
[575—(£165—4£155)] 65 
National Ínsurance contribu- 
^ tions as - 18 
— 183 
Income chargeable to surtax £3,411 
É s d 
Chargeable: On first {2,000 e Nil 
next 500 at 2s.. 50 © o 
next 500 at 2s 6d 62 10 o 
next 411 at 3s 6d 71 18 6 


Surtax 1961-62 payable January 1st, 1963 £184 8 6 


—— m 


The special rules for separate assessment for ad- 
justment where more or less than one year’s income is 
receivable in the year of assessment and for relief where 
residuary income is received from a deceased person's 
estate by a person with an absolute interest and estate 
duty has been paid on the income accrued before the 
death etc. are outside the scope of this article as are the 
regulations relating to surtax directions on companies. 


1 
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Notes and Notices 


' PROFESSIONAL NOTICES 


Messrs J. CHATER & Sons, announce that.as from 
October rsth, 1963, their address is 24 Bateman 
Street, Cambridge. The telephone number remains 
unchanged. 


Messrs Cooper BrotTHers & Co, Coopers & 
LYBRAND, ILDALS REVISJONSKONTOR and PER WAALER 
announce that they have formed the Norwegian firm 
of Coopers & LYBRAND with offices in Oslo. 


Messrs Forp, Ropes, Parks & Co, Chartered 
Accountants, of Mehta Lodge, Victoria Road, Karachi, 
and Lahore, West Pakistan, announce that they have 
admitted into partnership as from September rst, 
1963, Mr E. A. MERCHANT, A.C.A., who has been a mem- 
—ber of their staff for some years, “and Mr J. H. Bracg, 
T.D., B.A., F.C.A., and Mr F. T'. HUNTER, F.C.A., who are 
partners in ROBSON Morrow & Co. The practice will be 
carried on in the name of Forp, RHODES, ROBSON, 
Morrow, at Karachi, Lahore, and at 39 Kakrail Road, 
Ramna, Dacca, East Pakistan. 


MEssrs HOMERSHAM, BLINKHORN & Co, Chartered 
Accountants, announce that their city office and their 
north London office have been amalgamated and that 
their sole address is now 23 'l'urnpike Lane, London 
N8. Telephone: Mountview 2294-5. . 


Messrs Mac.trop, Morris & Co, announce that as 
from October 14th, 1963, their address is 392 High 
Street, Rochester. The telephone number is unchanged. 

MESSRS HENRY MARTIN & Co, of Argentina, Uruguay 
and Brazil, announce with regret that Mr F. WiLsON 
“BARTON, F.C.A., who has been a partner for twenty 
years, rétired from the partnership on September 3oth, 


~ 1.963. The’ practices will continue to be carried on by 


the remaining partners. 


Messrs Price. WATERHOUSE & Co and MESSRS 
HOWARD SMITH THOMPSON & Co announce the com- 
pletion of arrangements for an association between 
them. The Birmingham office of PRICE WATERHOUSE 
& Co is being transferred to the offices of Howarp 
Smits THOMPSON & Co at Beaufort House, 96 New- 
hall Street, Birmingham 3, and a joint firm under the 
name of PRICE WATERHOUSE & Co has been established 
at that address, from which, as heretofore, the Bir- 
mingham practice of HOWARD SMITH THOMPSON & Co 
will be conducted. The partners in the joint firm com- 
prise certain of the London partners of PRICE 
. WATERHOUSE & Co and of the partners of HOWARD 
SMITH THOMPSON & Co, together with Mr D. H. 
SANDRY, F.c.A., who for many years has been the 
resident manager of PricE WATERHOUSE & Co in Bir- 
mingham. The London office of Howarpd SMITH 
~ THOMPSON & Co is being transferred to the offices of 
Price WATERHOUSE & Co at 3 Frederick’s Place, Old 


, Jewry, EC2, where the London practice of HOWARD - 


' SMITH THompson & Co will be continued by the 
firm’s resident partners, Mr P. G. BARBER, M.B.E. 
F.C.A., and Mr C. G. WILLETT, A.C.A. 


Messrs A. J. Weaver & Co, Certified Accountants, of 


77 Victoria. Street, Grimsby, announce that they have 


admitted Mr M. G. WHITE, A.A.C.C.A., into partnership, 


and also that they have amalgamated with Messrs A. 
Wroot & Son, Chartered Accountants, of Silver Street, 
Grimsby. The style of the practice is now WEAVER, 
Wroot & Co. 

Messrs ÅRTAUR YouNG & Co announce with regret 
the retirement of Mr F. W1Lson BARTON, F.C.A., from 
their South American firms in Argentina and Uruguay, 
of which he was a founder partner. 

Messrs. SAUNTER, CHAPPELL & Co, Chartered 
Accountants, of 2, Clement’s Inn, Strand, London 
W'C2, announce that as from October rst, 1963, they 
have taken into partnership Mr PETER SAUNTER, A.C.A., 
who has been with the firm for many years. The name 
of the firm remains unchanged. 

Messrs F. G. SCHOFIELD & Son, of 48 Brook Street, 
Oldham, announce that as from October ist, 1963, 
they have taken into partnership Mr FRED FOWLER, 
A.A.C.C.A., who has been associated with the firm for a 
number of years. The style of the firm remains un- 
changed and the practice will be conducted as heretofore 
at the above address. 


COMMITTEE TO INQUIRE INTO LICENSING 
OF ROAD GOODS TRANSPORT 


Mr W. L. Barrows, appointed a Member 


The Minister of 'Transport announced this week that 
Mr W. L. Barrows, LL.B., F.C.A., a Past-President of 
The Institute of Chartered Accountants in England and 
Wales and a member of the Council of the Institute, 
has been appointed a member of the committee under 
the chairmanship of Lord Geddes which is to inquire . 
into the licensing of road goods transport. 


MILLETTS HOLDINGS (ST PAULS) LTD 
Inspector’s Report Published 


The report of Mr R. M. Honeybone, F.C.A., appointed 
by the Board of Trade in October of last year under 
section 165 of the Companies Act, 1948, to investigate 
the affairs of Milletts Holdings (St Pauls) Ltd was 
published last week. Mr Honeybone, who is a chief 


‘accountant of the Board of Trade, observes in his 


report that nothing came to light in the course of his 
investigations to indicate any intention on the part of 
the directors to defraud the minority shareholders. 
He states that the company is now likely to be liqui- 
dated and if that takes place the Preference share- 
holders are likely to receive repayment of their capital 
in full and the Ordinary shareholders a distribution in 
the region of gs for each £1 share. 

Copies of the report are obtainable from H.M. 
Stationery Office, price 8d, by post 11d. 


EXPORT INFORMATION CENTRE 


An Export Information Centre was opened by the 


Lord Mayor of London at the Export Services Branch 
of the Board of T'rade, Hillgate House, 35 Old Bailey, 
London EC4, last Tuesday. 

'The Centre, which is a development of the Export 
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Services Branch, is the first of its kind introduced by 
the Board of Trade and will provide an inquiry point 
where British and foreign business men can obtain 
information about markets for British products and 
other export data. 

The Export Services Branch has complete and 
up-to-date information about tariff and import regula- 
tions of overseas countries and provides the names of 
possible agents for British goods. It can also give ad- 
vance information to British business men travelling 
abroad about the places they propose to visit and 
arrange introductions for them on arrival. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


Conference on Marketing and the Accountant 


“The accountant’s concern with marketing’ is the sub- 
ject of a residential conference to be held by the 
London and District Society of Chartered Accountants 


at the Grand Hotel, Eastbourne, from November 21st. 


to 23rd. 

Papers will be given on 'Marketing appraisal', by 
Mr Raymond ‘Tarrant, of McDougalls Ltd, and “The 
instruments of marketing’, by Mr F. C. Roberts, of 
Beecham Foods Ltd, and a special feature will be the 
Univac market management simulation game in which 
members are to participate. 

A special Pullman train has been arranged for both 
the outward and return journeys from London to 
Eastbourne. The conference fee of £15 15s includes 


travel, accommodation, food and gratuities (except for ` 


SEE expenses such as drinks and the lunch on the 
train). 

Applications to attend the conference should be 
made without delay, and in any case before October 
23rd, to the Secretary of the Society, 2 Norfolk Street, 
WCa2, or telephone Temple Bar 3206 for additional 
information. 

A further conference is to be held on tado from 
April oth to rith at New College, Oxford. 


1963-64 Programme 


Other meetings in the 1963-64 programme of the 
London and District Society are as follows: 


Luncheon Meetings (at the Connaught Rooms, 
Great Queen Street, London WCa, at 12.30 for 1 p.m.) 


November r2th. Guest Speaker: Mr Philip Shirley, 
British Railways Board. 

January 29th, 1964. Guest Speaker: Sir George Bolton, 
K.C.M.G., Chairman, Bank of London and South 
America Ltd. 

March 17th. Guest Speaker: Sir Thomas Robson, M.B.E., 
M.A., F.C.A., 
Chartered Accountants in England and Wales. Vice- 
President, Union Européene des Experts Ge, 
Economiques et Financiers. 
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Disscussion Meetings 
December 4th, 5.30 p.m. "The 1963 Finance Act’, by Mr 
. C. Meade, F.c.a. (in the Beaver Hall, Garlick Hill, 
EC4 (NOT on December 3rd in the Oak Hall of the 
Institute as originally announced)). 
January r4th, 5.30 p.m. ‘Using the computer service 
bureau’, by Mr E. Goode (L.C.T.) and Mr K. T. 
Woodard (1.B.M.) (in the Oak Hall of the Institute). 


A dinner dance is to be held at Grosvenor House, 
Park Lane, on Friday, April 3rd, and the Society's ` 
annual meeting will take place on Thursday, May 7th, 
at 6 p.m., in the Oak Hall of the Institute, Moorgate 
Place. 


SOUTH EASTERN SOCIETY OF CHARTERED 
ACCOUNTANTS 


Fourteenth Students? Residential Course 


T'he fourteenth students’ residential course arranged 
by the South Eastern Society of Chartered Account- 
ants was held at the Royal Pavilion, Brighton, from: 


September 16th to 2oth (Final course), and September" ~ 


30th to October 4th (Intermediate course). Over two 
hundred students attended, mainly from students' 
societies within the Society's area, which serves Kent, 
Sussex, Hampshire and parts of Wiltshire and Dorset. 
A number*of London students were also present. 

''he course was introduced by Mr C. R. P. Goodwin, 
F.C.A., a Vice-President of the Society. Mr R. O. A: 
Keel, F.c.4., and Mr G. R. Appleyard, F.c.a., members 
of the Council of the Institute, were the principal 
speakers at the Final and Intermediate course dinners, 
at which the President of the Society, Mr R. D. Pearce, 
F.C.A., presided. The Society also welcomed students’ 
society officers and principals of articled clerks to the: 
dinners and other functions. 

All the lectures and meetings were of high quality, 
as were the formal and informal discussions which. 
followed. It was apparent that students found it 
immensely beneficial to be able to supplement their 
normal studies and professional work by exper 


` personal tuition. 


The organizers feel that considerably more students 
will wish to attend future courses if the educational 
and social success of this one can be maintained, and 
it is hoped that their attendance will again be facilitated 
as much as possible by the very willing co-operation 
given by their principals this year. 


E 


THE ACCOUNTANTS’ SE 
FELLOWSHIP 


‘Accountable to God’ will be the title of a discussion 
specially for students at 6 p.m. on Thursday next, 
October 24th, at the Hall of The Institute of Chartered. 
Accountants in England and Wales, Moorgate Place, 
London ECz2. The discussion will be introduced by 
the Rev. Hugh Silvester, B.A., A.C.A. There will be tea 
before the meeting. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY OF LONDON 


: Next Week’s Meetings 
The following meetings will be held next week: 


Monday, 5.30 p.m., at the Institute, Moorgate Place, 


EC2. Lecture on ‘Financial controls for international 
management in oil’, by Mr S. R. Harding, F.C.A. 
(Royal Dutch Shell Group). 

Chess match v. St Pancras Chess Club. 

Tuesday. Visit to Ford Motor Works (limited number). 

6 p.m. at the Institute — lecture on ‘How to speak’, by 
Miss H. M. Taylor (Abbey School for Speakers). 

Wednesday, 7.15 p.m., at Readirg: Lecture on 'Company 
liquidation’, by Mr B. Rose, F.C.A. 

Thursday, 5.15 p.m., at the Institute: Introductory 
course lecture on “The fundamentals of auditing’, by 
Mr F. R. Porter, F.C.A., A.C.W.A. 

6 p.m., at Bedford: Pre-examination course conducted 
by Mr V. S. Hockley, B.COM., C.A., F.A.C.C.A. 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on ‘Double entry and the structure of book- 

pu keeping systems’, by Mr R. J. Carter, B.COM., F.C.A., 
(Secretary of the Students' Society), and on "T'he law 


and its branches’, by Mr P. W. Medd (Barrister-at- 
law). 

IO a.m., at Bedford: Pre-examination course conducted 
by Mr V. S. Hockley, B.COM., C-A., F.A.C.C.A. 


OVERSEAS TRADE INTELLIGENCE 


The Board of Trade Statistics and Market Intelligence 
Library contains over eighty-five thousand volumes of 
statistics, British and overseas, as well as foreign 
classified trade and telephone directories, and some 
ten thousand foreign manufacturers’ trade catalogues. 
A document copying service is also available, as well as 
typewriters and an adding machine for the use of 
callers. 

The Library and its reading room, which are avail- 
able for public use without charge, are situated at 
Hillgate House, 35 Old Bailey, London EC4. Tele- 
phone: City 5757, extension 368. 

Readers wishing to have further information should 
apply for a copy of Statistics and Market Intelligence 
Library, a free booklet outlining the contents of the 
Library. 


IHE INSTITUTE OF - | 
CHARTERED ACCOUNTANTS OF SCOTLAND 


Results of Examinations held in September 1963 


PART IV 


: Of the x97 candidates who sat Part IV of the Institute's examination on September 3rd, 4th and 
e 5th, 1963, the undernoted seventy-two candidates (36:5 per cent) passed. Their names appear 
in alphabetical order and are followed by the names of the firms of the masters to whom they 

were indentured or assigned. 


> 


Ee E W. K. (Brown, Fleming & Murray), London 
Allan, A. ( E 

-Anderson, D. G. (A. T. Niven & Co), Edinburgh 

Asbury, R. C. oe Brown & Gray), Edinburgh 


gn P. D. (Weir, Buchanan & Co), Edinburgh 


Lindsay, R. A. (Don & Stewart), Dundee 

McAllister, F. Ge Higney & Co), Glasgow 

McColl, R. B. (Brechin, Cole-Hamilton & Co), Glasgow. 

McDonald, D. McL. (McFarlane, Son & Co), Glasgow 

Macdonald, R. C. (Thomas Kelly & Co), Glasgow 

McLaughlin, T. C, (Romanes & Munro), Edinburgh 

Macleod, R. H. (William D. Anderson & Co), Edinburgh 

McLernan, J. U. (John H. Fraser & Crawford), Greenock 

McPherson, J. A. G. (John M. Geoghegan & Co), Edinburgh 

McQueen, R. R. (Turner, Hutton & Patrick), Glasgow 

Martin, R. (John M. Geoghegan & Co), Edinburgh 

Martin, R. H. (A. CG McBain & Co), Glasgow 

Mcikle, A. McL. S. (Hourston, Macfarlane & Co), Glasgow 

Millar, G. HE er G. Murray & Co), Edinburgh 

Miller, A. J. M. (James Meston & Co), Aberdeen 

Milne, C. C. W. (Moody Stuart & Robertson), Dundee 

Mitchell, T. (Tames & J. H. Paterson), Greenock 

Morrisson, T, C. (Chrystal, McIntyre & Co), Glasgow 

Mundie, C. G. N. (Dickson, Middleton & Co), Stirling 
unro, J. H. (J. Harley Hepburn & Co), Kirkcaldy 

Pacitti, A. A. (Stevenson & Kyles), Glasgow 

Paterson, A. T. (Barstow & Millar), Edinburgh 

Peters, B. W. R. (John M. Geoghegan & Co), Edinburgh 

Philip, J.-A. (A. Galloway Brown & Co), Aberdeen 

Porter, E. A. S. S. Aikman & ine Aberdeen 


Quayle, R. G. B. (Kidston, Goff & Harvey), Glasgow 
Scott, R. B. (Martin Currie & ex Edinburgh 
Scullion, R. (Cooper Brothers & Co), Glasgow 

Shaw, P. D. (John H. Fraser & Crawford), Greenock 
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Walker, S. M. (Thomas Kelly & Co), Glasgow 

Wallace, J. D. (Howden & Molleson), Edinburgh 

Watson, R. G. (Thomson McLintock & Co), London 

Whitelaw, A. (Wylie & Bisset), Glasgow m 
Wilson, J. T. (Geddes, Beaton & Co), Edinburgh . E 
Wisely, D. (James Milne & Co), Aberdeen 

Wright, J. (Girdwood, Allison & Logan), Glasgow 


PART V. 


Of the 191 candidates who sat Part V of the Institute's examination on September 3rd, 4th, sth 

and 6th, 1963, the undernoted 111 candidates (58:r per cent) passed. Their names appear in 

alphabetical order and are followed by the names of the firms of the masters to whom they 
- were indentured or assigned. 


Abai, A. (Arthur Walker & Co), Edinburgh 

Aitken, D (Whyte, Stevenson & Roberts), Glasgow 
Anderson, D. H. (McClelland, Moores & Co), Glasgow 
Anderson, J. F. (McClelland, Moores & Co), London 
Arnott, R. P. (Reid & Mair), Glasgow 

Arnott, W. T. (Jobn E. Watson) & Co, Glasgow 
Austin, A. (Wm Rogers Simpson & Son), Glasgow 
Bain, B. W. (E. W. Brown & Co), Edinburgh 
Bannerman, B. G. (Howden & Molleson), Edinburgh 
Bisset, R. MacB. (Adam Ker & Sangster), Glasgow 
Black, D. (J. A. Mowat & Co), Glasgow 

Borland, M. L. (Craston 'Thomson & Allison), Glasgow 
Braidwood, J. C. (Mackay, Irons & Co), Dundee 
Brooke, E. J. N. (Smedley, Rule & Co), London 
Burns, W. (Aikman & Glen), Glasgow 

Carnie, F. R. (James Meston & Co), Aberdeen 

Carr, J. I. K. (Miller, McIntyre & Gellatly), Dundee 
Cassells, I. A. P. (Grahams, Rintoul & Co), Glasgow 
Clark, G. S. (R. C. Thomson & Murdoch), Dundee 
Coats, J. S. (Thomson, Jackson, Gourlay & 'T'aylor), Glasgow 
Colquhoun, R. L. (Welsh, Walker & Macpherson), Greenock 
Connal, E. J. G. (John E. Watson E Co), Glasgow 
Cowe, K. W. E. (Miller, McIntyre & Gellatly), Dundee 
Darby, J. A. (George Hay & Co), London 

Day, J. E. I. (Thomson McLintock & Co), London 
Edwards, D. R. (Norman J. Bird & Co), Dundee 
Fleming, J. D. (John E. Watson & Co), Glasgow 
Folami, S. O. A. (Alexander McOmish, Hart & Co), Glasgow 
Forsyth, 'T. (Davidson, Downie & McGown), Glasgow 
Fraser, H. (E. H. Stanley Craig & McIntyre), Glasgow 
Gallagher, E. J. (D. M. McNaught & Co), Glasgow 
Geddes, 1. N. (Bower & Smith), Aberdeen 

Gerrard, J. N. (French & Cowan), Glasgow 

Gordon, W. (John E. Watson & Co), Glasgow _ 
Grant, T. A. A. (Moody Stuart & Robertson), Dundee 
Gray, A. S. (Mann Judd Gordon & Co), Glasgow 
Greenhill, K. G. (F. D. Greenhill & Co), Glasgow 
Hanson, R. A. (D. M. McNaught & Co), Glasgow 
Hargan, J. J. (Aikman & Glen), Glasgow 

Harris, T. B. (J. Harley Hepburn & Co), Kirkcaldy 
Harvie, R. (Hardie, Cuthbertson & Co), Glasgow 
Heatheote, A. R. (McClelland, Moores & Co), London 
Henderson, M. (A. C. Philp & Co), Dunfermline 


Hetherington, N. G. (Davidson, Downie & McGown), Glasgow 


Humphreys, O, T. (McClelland, Moores & Co), London 
Hunter, G. J. F. (Moody Stuart & Robertson), Dundee 
Kelly, J. G. (William J. Young & Brown), Glasgow 
Kwok, R. C.-K. (McClelland, Moores & Co), Glasgow 
Luke, D. C. (Turner, Hutton & Patrick), Glasgow ` ` 
Lynch, C, P. (Dingwall, Peden & Henderson), Edinburgh 
MacAskill, J. A. (McMurdo, Sinclair & Co), Glasgow 
Macaulay, D. (Howden & Molleson), Edinburgh l 
McCann, J. R. (Brown, Fleming & Murray), Glasgow 
McConnachie, J. (Wm H. Jack & Co), Glasgow 
McCrossin, F. E. J. John E. Watson & Co), Glasgow 
McDonald, A. C. (Richard Brown & Co), Edinburgh 


Macdonald, P. J. A. (Stevenson & Kyles), Glasgow 

Maceachern, J. (Mann Judd Gordon & Co), Glasgow 

McGaffney, J. F. (MacLean Brodie & Forgie), Glasgow 

Mackenzie, A. N. (McLachlan & Brown), Glasgow 

MacLean, D. G. Eer McLintock & Co), Glasgow 

McNie, J. McG. (McClelland, Moores & Co), Glasgow 

Macpherson, A. N. J. (Howard, Howes & Co), London 

MacPherson, D. L. (Moody Stuart & Robertson), Dundee 

Martin, D. (Whyte, Stevenson & Roberts), Glasgow 

Meikle, A. Mach, H. (A. C. Philp & Co), Dunfermline pom 

Merrylees, P. (Turner, Hutton & Patrick), Glasgow ` 

Mitchell, R. D. (Boyack, Whitelaw & Aitchison), Edinburgh 

Munro, H. F. (Tohn E. Watson & Co), Glasgow 

Nicholson, A. M. (Touche, Ross, Bailey & Smart), London  . 

Noonan, R. T. A. (Chalmers, Wade, Impey, Cudworth & Co), 
London 

O'Callaghan, F. (Peacock & Henry), Glasgow 

Oyelowo, O. (John E. Watson & Co), Glasgow 

Paterson, D. (Adam Ker & Sangster), Glasgow 

Paterson, R. A. (Hardie, Caldwell Ker & Hardie), Glasgow 

Petrie, M. G. M. (W. A. Wighton & Crawford), Edinburgh 

Philip, J. B. F. (Thomson McLintock & Co), London 

Pilley, S. A. E. (Thomson McLintock & Co), Glasgow 

Prentice, D. D. (Thomson McLintock & Co), London 

Prince, M. J. (McClelland, Moores & Co), London 

Ramsay, R. W. (Wylie & Bisset), Glasgow 

Reid, D. L. (James Condie & Co), Dunfermline 

Robertson, A. J. (Howden & Molleson), Edinburgh 

Ross, C. H. (McClelland, Moores & Co), Glasgow 

Ross, J. J. (Macdonald, Stewart & Co), Glasgow 

Scott, P. S, (Stewart Gilmour), Ayr 

Simpson, R. J. (Reid & Mair), Glasgow 

Small, W. B. (Davidson, Downie & McGown), Glasgow 

Smart, W. (J. & R. Morison & Co), Perth n 

Smith, A. J. (Turner, Hutton & Patrick), Glasgow "SE 

Smith, A. P. (Paterson & Steel), Glasgow 

Smith, G. C. (Peat, Marwick, Mitchell & Co), Glasgow 

Stewart, G. (Kirk & Johnston), Glasgow 

Stowell, B. H. (Layton-Bennett, Billingham &.Co), London 

Sutherland, J. (Thomson McLintock & Co), Glasgow 

Sweet, W. W. (Norman J. Bird & Co), Dundee 

Syme, J. G. (Thomson McLintock & Co), London 

Tait, R. B. (J. Wyllie Guild & Ballantine), Glasgow 

Taylor, A. (I. G. Williamson & Smellie}, Glasgow  ' 

Terret, L. (F. D. Greenhill & Co), Glasgow 

Thom, R. (R, A. Clement & Co), Glasgow 

Thomson, J. (Henry Brown & Co), Kilmarnock 

'Tint, R. (Galbraith, Dunlop & Co), Glasgow 

Turner, K. M. (J. Douglas Henderson & Co), Edinburgh 

Valentine, I. B. (J. Wyllie Guild & Ballantine), Glasgow 

Walker, G. A. J. (French & Cowan), Glasgow ` ` 

Watson, D. K. D. (Graham, Smart & Annan), Edinburgh 

Weir, À. D. (Touche, Ross, Bailey & Smart), London S 

Wilkinson, A. W. (Wm Home Cook & Coy), Edinburgh ` 

Wilson, K. (Milne, Gregg & Turnbull), London 

Wright, C. D. (Miller, McIntyre & Gellatly), Dundee 
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Contested Fields 


"AHE average citizen is still rather shy of using the wealth 
. of specialized professional services available to him. It is 
true that he has been conditioned by the Welfare State to 
employ a doctor and a dentist and he may, as a matter of 
convenience, have a bank account. There, however, his regular 
connection with the professional world usually ends. He appears 
to be fairly suspicious of accountants and solicitors, and if he has 
difficulty with his income tax or wants to make a will he goes, as 
often as not, to his bank manager. 


The banks have not been slow to take advantage of this apparent 
conservatism, and have set up separate internal departments for 
supplying such services. These have proved successful for at 
least three reasons. One is that they are reasonably efficient in 
themselves; the second is that the client feels that the bank already 
knows something about his private circumstances and that he is 
not, therefore, further diffusing this (to him) vital information ; 
and the third is that because banks believe that there is nothing 
professionally unethical about advertising, these ancillary facilities. 
are widely publicized. 


In the October issue of The Banker, a special correspondent 


considers how far these supplementary services affect other 


professions. He counters outside criticism about advertising by 
affirming that stockbrokers and solicitors benefit directly from the 


, additional business it attracts, and that accountants themselves 


'are now taking their first hesitánt steps towards collective 
publicity’. On the overlap of services he is rather less on the 
defensive. Before the war, bankers and accountants agreed that 
banks should confine themselves to handling private tax cases 
and would not undertake ‘complicated tax investigations for 
commercial undertakings’ but now (he says), given an equal 


standard of competence, banks should not be excluded from 


increased participation in ‘these contested fields’. 


The short answer to this challenge is that if competence is the 
criterion, the taxation services rendered by eStablished firms of 
practising accountants are, and are likely to remain, on a very 
much higher level than those of any bank. Perhaps the writer of 
the article already appreciates this because he suggests that banks 


: might develop a policy of 'specialist recruitment for specialist 


work’, This, in brief, would have two significant consequences. 


~ It would adversely affect the morale of the vast rank and file of 


bank staffs; it would also result in banks, like boardrooms, 
becoming yet another world for accountants to conquer. 
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Avoidin o Double Taxation 


Economic Co-operation and Develop- 

ment, set up in December 1960, is to 
contribute to the expansion of world trade on a 
multilateral, non-discriminatory basis in accord- 
ance with international obligations. Within this 
framework, the problems of taxation loom very 
large. Each sovereign State imposes its own taxes, 
and tends to impose them on a world basis. It 


C» of the objects of the Organization for 


follows that residents in one country carrying 


on business enterprises in another tend to be 
taxed twice on the results of their endeavours. 
. Granted that some taxation is inevitable, it is 
clearly in the interest of the world at large that the 
obstacle to the development of world trade which 
double taxation offers should, as far as possible, 
be removed. In this field, the O.E.C.D. has shown 
itself to be decidely energetic and thorough. 

The ultimate goal must be a multilateral 
convention which imposes a uniform system on 
all member States which is manifestly just and 
therefore entirely acceptable. Having regard to 
. the enormous difficulties presented by different 
languages, different legal systems, different tax 
systems and different stages of economic develop- 
ment, the ideal of a general multilateral agreement 
is one towards which progress must inevitably be 
slow. In the meantime, howéver, the member 
States can advance along this road by means first 
of bilateral agreements, and then multilateral 
agreements between small groups of member 
States which are bound together by special 
ties. This kind of thing can be seen in embryo 
in the limited field of stamp duties as imposed by 
the three separate administrations in Great 
Britain, Northern Ireland, and the Republic 
of Ireland. In the early twenties agreements were 
reached between the three separate taxing 
authorities under which any document which 
was stamped in any one of the three territories 
was to that extent franked with duty in the other 
two territories. 

About the same time the League of Nations 
commenced work on model bilateral tax con- 
ventions and it need hardly be said that the 
United Kingdom has been a pioneer in this 
field, not only inside the British Isles but with 


many countries of differing nature and economic 
development. In particular, the convention with 
the United States in 1946 has been in itself a 
model. The Fiscal Committee of the O.E.C.D., 
composed of experts in the taxation field, has 
carried on the good work, and, as briefly noted in 
The Accountant of October sth, has now pro- ` 
duced a model bilateral convention consisting of 
thirty articles together with commentaries on 
those articles which will be of enormous advan- 
tage in the task of interpretation!. The Council 
of OECD has recommended the new draft to... 
its members. 
One of the most difficult problems facing the, 
Fiscal Committee in its drafting labours was the 
vexed question of the taxation of company divi- 
dends, where the company operates in one country 
and pays dividends to residents of another country. 
The problems begin with the immense variation 
as between countries in the way in which they 
deal with the question of dividends. It is perhaps 
surprising that the only two countries which 
credit a shareholder with the payment of tax on 
the profits of the company are the United 
Kingdom and the Republic of Ireland. There is a 
sting in this in that the surtax payer must pay 
surtax on the grossed-up equivalent of the 
dividend. Most countries tax the profits of the 
company itself, with the exception of Greece 
which does not do so where all the profit is 
distributed to the shareholders. Iceland exempts - 
companies from tax on their profits up to 10 per 
cent of the capital, provided they are distributed. 
In other countries, it is distribution which 
increases the rate of tax on the company. 
Coming to the taxation of the dividends as 
such, there is perhaps even less uniformity. Many 
States impose a special tax deductible at the 
source. This is essentially different from the 
British system where, although in terms there. 
is expressed to be deduction of tax, in fact the 
company simply makes a distribution out of ` 
its net taxed fund of profit, and does not have 
to account for the tax nominally deducted. In 


! Draft Double Taxation Convention on Income and Capital, 
r963. Report of the O.E.C.D. Fiscal Committee. H.M.S.O. 
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prost States, the tax deducted from the dividend 
is a Separate tax on a separate source. In Belgium 
_ there is a credit for the tax borne by the company. 
In some States, the dividend tax applies only to 
non-residents (Norway and Sweden) or to non- 
resident aliens (United States and Italy). By 
contrast, Denmark does not tax non-resident 
shareholders at all. In all States, dividends paid 


by resident companies are included in the ` 


taxable income of resident shareholders, either 
at the net amount or at the gross amount, 
although, of course, in the United Kingdom and 
Ireland the shareholder is credited with the 
standard rate tax. Most States tax a resident 
shareholder on the dividends he receives from 
~abroad. | 

Given that most States would be unwilling 
to give up their right to tax residents on dividends 
received from abroad, what is to be the solution, 
bearing in mind that many States insist on 
taxing dividends paid to non-resident share- 
holders? This is perhaps largely a matter of 
education. In the meantime, the Fiscal Com- 
mittee has incorporated in Article 10 of the 
draft convention a reasonably acceptable com- 
promise. This article states that dividends shall 
be taxable in the State of the shareholder’s 
residence, but it contains a limited current right 
on the State of the company’s residence to 
-Imapose tax on the dividends. Paragraph 1 of the 
article states simply that dividends paid by a 
company which is resident in State A. to a 
resident of State B. may be- taxed in State B. 
Paragraph 2 then provides that such dividends 
may also be taxed in State A., and according to 
the law of State A., but this latter tax is not to 
exceed: 


(a) 5 per cent of the gross amount of the 
dividends if the recipient is a company 
(excluding a partnership) which holds 
directly at least 25 per cent of the capital 
of the company paying the dividends; 

(b) in all other cases 15 per cent of the gross 

ES dividends. 
This provision is not to affect the right of State A. 
to tax the profits of the company. In these 
circumstances, the limitation to 15 per cent is not 
particularly onerous on State A. As to the 
limitation to 5 per cent in favour of what might 
fairly be called holding companies, the Fiscal 


THE 
ACCOUNTANT 


519 


Committee considers it reasonable that dividends 
to them should be taxed less heavily, 'to facilitate 
international investment and to avoid recurrent 
taxation’. Some laws and conventions already 
contain similar provisions. Whether the tax by 
State A. on the dividends shall be by deduc- 
tion or by direct assessment is a matter for 
State À. l 
Paragraph 3 of the article defines ‘dividends’. 
Paragraph 4 excludes paragraphs 1 and 2 where 
the resident in State B. has a "permanent 
establishment! in State A., with which the 
shareholding is connected. In that case, Article 7 
applies, i.e. the dividend is treated in the same 
way as business profits. Paragraph 5 deals with 


‘a rather special situation. If a company resident 


in State A. derives profits in State B., then the 
right of State B. to tax those profits is accepted. 
Now the company in State A. may pay dividends 
out of those profits to sharebolders. If those 
shareholders are resident in State B. (i.e. where 
the profits were earned) the paragraph accepts 
the right of State B. also to impose a dividend tax 
on those dividends. But paragraph 5 denies the 
additional right of State B. to tax dividends paid by 
the company to persons resident in State A., or 
indeed resident in any State other than State B. As 
a corollary, State B. is precluded from imposing 
a special ‘undistributed profits’ tax (e.g. a surtax 
direction) on the company which is resident in 
State A. 

The only member country which has made 
any reservation about paragraph 5 is France, 
which is unwilling to abandon the principle that 
any company which has a permanent establish- 
ment in France should be taxed on the same basis 
as a resident French company. What has proved 
to be much more controversial is paragraph 2 (a) 
which seeks to, limit a holding company’s 
liability on dividends from a foreign subsidiary 
to 5 per cent, On the one hand, the Netherlands 
thinks that there should be no tax; on the other 
hand, Portugal favours ro per cent (subject to 
particular bilateral conventions) while Germany 
thinks that in certain cases 15 per cent would not 
involve substantial recurrent taxation. France 
desires to retain full freedom as to the percentage 
holding which is to confer the status of 
holding company, and as to the maximum rate 
of tax. Articles 11 and 12 make corresponding 
provisions for interest and royalties. 
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Dramatic Shift in the Law 


by ROBERT W. V. DICKERSON, B.Com., LL.B., C.A.(Canada) 
of the British Columbia Bar 


NEW landmark in the law of negligence, 
and one which will have a profound effect 
on the extent of an accountant's profes- 

sional liability has been established by the House 
of Lords. Before examining this case, readers may 
be interested in a review of the earlier authorities 
and the legal principles governing an accountant 
in the performance of his professional duties. 


This article deals only with the position of an: 


accountant or auditor who makes, negligently, a 
misrepresentation of fact which results in loss to 
a person who relies upon and acts on that mis- 
representation. A fraudulent or wilful mis- 
representation of fact is, of course, another matter 
altogether and is quite outside the scope of this 
article. Most members of the accounting profes- 
sion can feel confident that they conduct their 
activities honestly; few can guarantee that they 
will never be negligent. 


Law does not Demand Perfection 


Whether or not a person can be held to have 
acted negligently in a particular situation is 
obviously a question of fact to which no general 
answer can be given. Most accountants probably 
" know that they must bring to their professional 
work, that standard of skill and care which the 
ordinary prudent practitioner would use. The 
law does not demand perfection, nor does it 
require every practitioner to possess the skill of 
only the most expert or experienced in the art. 
But once negligence has been proven or admitted, 
to what extent can the accountant be made to 
answer for it? 

It is clear, for one thing, that a negligent 
accountant will be liable to his client if the client 
suffers loss as a result of the negligence. Negli- 
gence here is simply a matter of breach of con- 
tract and raises no particular legal difficulties. 
The burning question in recent years has been 
the extent to which accountants (and other per- 
sons who make negligent statements misrepresent- 
ing a state of affairs) could be liable to persons 
other than those with whom they are in a con- 
tractual or fiduciary relationship. In other words, 
should not misrepresentation be a tort, or a 
breach of a duty owed by everyone to refrain 


from conduct which might bring harm to one’s 
neighbour, ‘neighbour’ being anyone who might 
reasonably be foreseeable as coming within the 


range of the conduct. | 


The common law over the years developed a 
rule, though never a rationale, which went some 
distance towards resolving this question. In sum 
it amounted to this, that while an innocent though 


negligent misrepresentation of fact which resulted —. 


in physical injury to a stranger would ground a 
claim by that person against the party making 
the misrepresentation, there would be no right 
of recovery where the damage suffered was 
merely financial. 'This statement is to some extent 
a generalization because many of the cases in 
which the plaintiffs were successful involved 
defective chattels or products, the supply of which 
caused physical injury — implicit in most of these 
cases, however, was a representation by the 
supplier or manufacturer of the articles that EE 
could be used with safety. 

What is more clear is that the common law ins 





been reluctant to recognize a right of recovery for _ 


a purely economic loss arising out of a negligent ` 
misrepresentation. In part, this attitude reflects" 
the law's historic concern with the integrity of the 
person, for it was not until 1789 that it was held 
that the action of deceit would lie where one 
person had been induced to act on the fraudulent 


statement of another. Though judicial thinking 


as to the scope of actionable negligence has 
widened considerably since, the protection ac- 
corded economic interests has been stringently 
controlled, chiefly because of the fear that the 
creation of a general duty not to make negligent 
misstatements would subject human activity to 
too great a potential liability. 

Thus, in Le Lievre v. Gould ([1893] 1 Q.B. 491), 
the English Court of Appeal dismissed a claim 


against an architect who had negligently given: 


certificates as to the progress of the construction 
of a building. The architect had been engaged 
by the owner-of the property so that he could 
make appropriate instalment payments to the 
builder as the work progressed. The advances to 
the builder were, in fact, made by a mortgagee 
who, unknown to the architect, had relied on his 
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certificates. There was, of course, no contract 

etween the mortgagee and the architect, but the 
mortgagee sought to establish that the architect 
(whose certificates were admittedly inaccurate) 
owed him a duty to use care and diligence to 
ascertain that the facts to which he certified were 
true. The Court stated that there was no such 
duty on the architect in the absence of contract 
or fraud. As Lord Justice Bowen said: 

‘But the law of England does not go to that 
extent: it does not consider that what a man writes 
on paper is like a gun or other dangerous instru- 
ment, and, unless he intended to deceive, the law 
does not, in the absence of contract, hold him 
responsible for drawing his certificate carelessly'.i 


Breakthrough in America 


The first breakthrough came in the United States. 
In Glanzer v. Shepard ((1922) 135 N.E. 275), a 
merchant requested the defendant, a public 
weigher, to weigh beans which he had sold and 
certify the weight to the buyer. The defendant 
did this, but carelessly certified the weight to be 
greater than it was. The buyer paid the vendor 
on the basis of the false weight, and upon dis- 
covering the discrepancy, sued the defendant to 
recover the overpayment. In finding the defendant 
, liable, the illustrious Chief Justicé Cardozo ad- 
vanced the course of the law significantly. In the 
course of his judgment he said: 

‘The defendants, acting not casually nor as mere 


servants but in the pursuit of an independent - 


~< calling, weighed and certified at the order of one 
with the very end and aim of shaping the conduct 
of another. Diligence was owed not only to him 
who ordered, but also to him who relied.’ 


But while Chief Justice Cardozo stated that one 
could be made liable for the economic as well as 
the physical consequences of his carelessness, he 
warned that this principle had real, though as yet 
undefined, limits. l 

After the famous American case of Ultramares 
Corporation v. Touche ((1931) 174 N.E. 441),? it 
was possible to understand what these limits were. 
There the auditors of a one-man company pre- 
pared financial statements and delivered thirty- 
two copies to the company. The purpose for 
— Which the statements were required was never 
revealed to the accountants, but they did know 
that the company customarily showed its audited 
statements to its bankers and other creditors in 
the usual course of its financial dealings. ‘The 


* As against this, Professor Seavey has observed that 
arsenic labelled salt is infinitely more dangerous than 
dynamite labelled dynamite. 


3 Reported in The Accountant dated February 14th, 1931. 
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accountants did not know that the plaintiff had 


.been induced to loan the company $165,000 on 


the strength of their auditors’ report. The com- 
pany became insolvent a few months later, at 
which time it was discovered that the company's 
assets were overstated by some $900,000. The 
plaintiff thereupon sued the accountants to 


recover his loss. 


The New York Court of Appeals, speaking 
again through Chief Justice Cardozo, held the 
accountants could not be liable to the plaintiff 
for negligence. 'The learned Chief Justice stood 
by his earlier decision in Glanzer v. Shepard, but 
showed his concern over the practical effects of 
extending that decision to the facts in the 
Ultramares case: 


“We are brought then to the question of duty, its 
origin and measure. The defendants owed to their 
employer a duty imposed by law to make their 
certificate without fraud, and a duty growing out of 
contract to make it with the care and caution 
proper to their calling. Fraud includes the pretence 
of knowledge when knowledge there is none. To 
creditors and investors to whom the employer 
exhibited the certificate, the defendants owed a 
like duty to make it without fraud, since there was 

- notice in the circumstances of its making that the 
employer did not intend to keep it to himself....A 
different question develops when we ask whether 
they owed a duty to these to make it without 
negligence. If liability for negligence exists, a 
thoughtless slip or blunder, the failure to detect 
a theft or forgery beneath the cover of deceptive 
entries, may expose accountants to a liability in an 
indeterminate amount for an indeterminate time to 
an indeterminate class.’ 


The potential liability in the Ultramares case, the 
Court felt, was practically unlimited, and this is 
the real ground of distinction from the decision 
in Glanzer v. Shepard where the person giving 
the inaccurate certificate knew the person who 
was going to rely on it, and the extent of the 
reliance. 


Candler's Case Overruled 


It was not until 1951 tbat the point came up 
again in the English Court of Appeal. Readérs 
doubtless will be familiar with the facts of Candler 
v. Crane Christmas & Co ([1951] x All E.R. 426) 
and I shall not repeat them here. Suffice it to say 
that the case is memorable chiefly because of the 
vigorous dissent of Lord Justice Denning (as he 
then was) who was in favour of imposing on 
accountants an obligation to persons — other than 
their clients - whom they know will rely on their 
published statements. 
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The Candler case has now been overruled by 
the House of Lords in Hedley Byrne & Co Ltd v. 


Heller & Partners Ltd ([(1963] 2 All E.R. 575). 


The plaintiffs were advertising agents who placed 
substantial forward advertising orders for a 
client on terms that they were personally liable 
for the cost of the orders. The plaintiffs’ bank 
made inquiries into the financial standing of the 
client company, and the defendants, who were 
the client’s bankers, gave favourable references, 
but with an express disclaimer of responsibility. 
At the time the favourable reference was given the 
client company was in fact in serious financial 
difficulties and was heavily in debt to the de- 
fendant bank and other creditors. Relying on 
the reference, the plaintiffs did not cancel the 
advertising orders, The client company went into 
liquidation shortly thereafter, and the plaintiffs 
were not able to recoup their expenditures made 
on the client’s account. They therefore brought 
an action against the defendant bank, claiming 
damages for the negligent misrepresentations 
contained in the references. 


Important Observations 


The House was unanimous in holding that the 
plaintiffs could not recover, but this was only 
because the defendants had expressly disclaimed 
any responsibility for the reference which they 
had given. The observations of the learned law 
lords on the broader issue of the circumstances 
in which negligent but honest misrepresentation 
can give rise to an action in damages are far more 
important than the judgment itself, however, and 
deserve the most careful study. The implications 
of their lordships’ remarks are profoundly im- 
portant to the accounting profession. 
Lord Reid could not accept the argument that 
there was not a sufficiently close relationship 
between the advertising agents and their client’s 
bank to create any duty of care, because the bank 
did not know the precise purpose of the inquiries 
made of them and did not even know of the 
plaintiff's existence. Speaking of the relationships 
in which the law imposes a duty to take care, his 
lordship said : l , 
of, .. I can see no logical stopping place short of all 
those relationships where it is plain that the party 
- seeking information or advice was trusting the 
other to exercise such a degree of care as the 
circumstances required, where it was reasonable 
for him to do that, and where the other gave the 
information or advice when he knew or ought to 
. have known that the inquirer was relying on him. ... 
_ ‘A reasonable man, knowing that he was being 


1 See also The Accountant dated June 8th, 1965. 
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trusted or that his skill and judgment were bein 
relied on, would, I think, have three courses open 
to him. He could keep silent or decline to give the 
information or advice sought: or he could give an" 
answer with a clear qualification that he accepted 
no responsibility for it or that it was given without 
that reflection or inquiry which a careful answer 
would require: or he could simply answer without 
any such qualification. If he chooses to adopt the 
last course he must, I think, be held to have accep- 
. ted some responsibility for his answer being given 
carefully, or to have accepted a relationship with 
the inquirer which requires him to exercise such 
care as the circumstances require.’ 


Lord Morris of Borth-y-Gest said there was no 
logical distinction between injury caused by 
negligent words and injury caused by negligent 
acts: 


*... It should now be regarded as settled that if 
someone possessed of a special skill undertakes, 
quite irrespective of contract, to apply that skill for 
the assistance of another person who relies upon 
such skill, a duty of care will arise. 'The fact that 
the service is to be given by means of, or by the 
instrumentality of, words can make no difference. 
Furthermore, if, in a sphere in which a person is so 
placed that others could reasonably rely on his 
judgment or his skill or on his ability to make 
careful inquiry, a person takes it on himself -to 
- give information or advice to, or allows his infor- 
mation or advice to be passed on to, another person 
who, as he knows or should know, will place 
reliance on it, then a duty of care will arise.’ 


Lord Hodson said that the dissenting judgment - 
of Lord Justice Denning (now Lord Denningy™ 
in Candler’s case was correct and endorsed the 
view taken by Lord Morris of Borth-y-Gest. 


Erroneous Views 


Lord Devlin said that it had been supposed by 
some that negligence was confined to deeds and 
did not extend to words, and that negligence 
causing financial loss as opposed to physical 
injury was not actionable. These erroneous views 
were supported by neither logic’ nor common 
sense. This was ‘nonsense that arose out of a 
refusal to make sense’. Lord Devlin also em- 
phasized : 
*...1t cannot matter whether the information ' 
" consists of fact or opinion or is a mixture of both, 
or whether it was obtained as a result of special 
inquiries or comes from facts already in the de- 
fendant's possession or from his general store of 
professional knowledge. One cannot, as I have 
already endeavoured to show, distinguish in this 
respect between a duty to inquire and a duty to 


state.’ . 
It is true, of course, that this judgment of the 
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House of Lords is not binding on courts outside 
the United Kingdom, and strictly speaking, is 
| probably distinguishable here on the ground that 
7 their lordships' remarks on the subject of liability 
for negligent statements were given as obiter dicta. 
The persuasive authority of the case is very 
powerful, however, and it would be unrealistic to 
expect Commonwealth courts not to apply its 
reasoning in future cases coming before them. 
What, then, is likely to be the reaction of accoun- 
tants as a group most directly affected by the case? 

Judging by past performance, one would 
expect the professional accountancy organizations, 
rightly or not, to be hostile. The decision in the 
Ultramares case was welcomed in most of the 
accountancy journals which commented editori- 
ally on the case, the American Journal of Account- 
ancy describing it as ‘a victory for common sense’. 
The American Institute of Accountants had, in 
- fact, briefed counsel as amicus curiae in the 
Ultramares case and supported the position taken 
by the defendants. My researches disclose that 
the Certified Public Accountant was the only 
journal to argue thát the accountant certifies 
for his client and to all the world, and that 


a decision in Ultramares favouring liability would - 


have advanced the prestige of the profession: 


‘It is the claim of the accounting profession that 
its prepared statements be relied on and it does 
not lie in its mouth to deny the duty of care it 
claims to perform.’ 


oe 


` Nature of — 
It should be remembered, too, that the 
Ultramares decision was not an -unrelieved 
blessing to the profession in the United States. 
The judgment in that case reaffirmed the principle 
that a fraudulent accountant, if not a merely 
negligent one, would be liable to third parties 
misled by his statements. 'l'here was a tendency 
in subsequent cases to water down the meanin 
of fraud in order to give justice to injured third 
parties, some decisions equating fraud with 
‘gross’ negligence. ‘The line between gross negli- 
gence and ordinary negligence is obviously even 
less distinct than that between negligence and 
.. fraud. When considering a claim in negligence a 
court weighs the defendant's conduct against the 
hypothetical conduct of the ‘reasonable man’, and 
where negligence in a professional capacity is in 
question, the standard is that set by the profession 
itself. Clearly it is better for the profession that 
cases should be determined this way than that 


1 Certified Public Accountant, volume 10, page 228. 
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the Court be forced to find an artificially inferred 
intent to deceive so that justice may be done. One 
would prefer a negligent accountant to be called 
an honest blunderer rather than a defrauder. 

One good result of the Hedley case is that it 
seems to remove any possibility that Common- 
wealth courts will have to strain the meaning of 
fraud to get round an erroneous concept of 
negligence. What should be said, then, of the 
scope of the duty to third parties enunciated by 
‘the House of Lords? 

My own view is that their lordships have gone 
beyond even what Lord Justice Denning (as he 
then was) contended for in the Candler case. 
Denning, L.J., was very conscious of the warning 
given by Chief Justice Cardozo in the Ultramares 
case, and would not extend the duty to include 
strangers of whom the person making the state- 
ment was unaware, saying that the duty was owed 
only ‘to any third person to whom they themselves 
show the accounts or to whom they know their 
employer is going to show the accounts . . .' (my 
italics), ‘The whole tenor of Lord Justice 
Denning’s remarks in this passage is that imputed 
or constructive knowledge would not be sufficient 
to found liability. 

The learned law lords in Hedley approached 
this point with great care, but all their speeches 
make it plain that 1mputed or constructive know- 
ledge of a third party's existence would be suffi- 

- cient to found liability in a proper case. Circum- 


. Stances are everything, as Lord Devlin points 


out, and it seems reasonable to expect that an 
unknown third party may be required to prove 
very conclusively indeed his reliance on an 
allegedly negligent accountant and that his loss 
flowed from that misplaced reliance. The courts 
will not be unaware of the dangerous nature of 
the weapon that has been unlocked in the Hedley 
case, and may well decide that its power must be 
controlled by imposing a high burden of proof on 
plaintiffs, particularly those plaintiffs of whom 
the accountant has no actual knowledge. 


Demise of Candler to be Welcomed 


If I may be permitted to venture another per- - 
sonal opinion, I would say that accountants 
should welcome the demise of the Candler case, 
and further, they should accept the extension of 
liability not only to persons actually known to be 
relying on the accountant’s statement but also 
to those persons who would reasonably be fore- 
seeable as falling within the class of persons read- 
ing and relying upon it. My reasons for such a 
conteritious point of view follow. 
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The first thing to recognize, I think, is that 
there is a vital difference between accountants' 
statements and those made by most other profes- 
sional people. À doctor or lawyer, for instance, 
does not normally expect strangers to know of, or 
act on, the advice he may give to a particular 
patient or client. 'This kind of advice is usually 
highly personal and is unlikely to have any value 
in the hands.of a stranger. The same may be said 
of advice given by an accountant to his client. 
Most of the work of professional accountants, 
however, culminates in a number of documents 
showing the financial state of affairs of a client, 
together with the accountant's considered and 
expert opinion that the portrayal is an accurate 
one. While it is true that this statement is usually 
addressed to the client and to no one else, the 
whole point of the thing is that third parties 
should see it and be able to rely upon it. If this 
were not so there would be no need of independent 
accountants, If the quality of independence is no 
longer important, the keystone of the profession 
disappears and auditors are as redundant as buggy 
whips. 


Not Logical 


It can hardly be logical, therefore, to argue that 
an accountant should escape liability if the client 
has not made express his intention to use the 
accountant's statements for the purposes for 
which they are designed. The nature and the 
extent of the accountant’s examination does not 
differ according to whether or not he knows the 
client intends to show his report to a third party, 
and it surely makes no sense for the law to make a 
distinction between the two cases. 

The argument for not extending liability to 
third parties, or at least not to third parties un- 
known to the accountant, is that the risk is 
disproportionate to the return, and that an 
accountant is made an insurer for an inadequate 
premium. If the profession's fee structure needs 
revision, accountants should say so openly. To 
dodge responsibility because of an alleged low 
level of fees is the kind of intellectual dishonesty 
which brings the profession into disrepute and 
benefits careless accountants at the expense of 
their more conscientious colleagues. Apart from 
this, it is patently absurd to exempt an accountant, 
whose chief purpose in life is to provide investors 
with reliable information, because too many 
people place their trust in the quality of his work. 

How genuine is the fear that the new concept of 
liability established in the Hedley case will cripple 

the accounting ‘profession? Again, there is pro- 
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bably more rhetoric than reason in this argument; 
True, accountants, unlike the bank in the Hedley 
case, cannot normally disclaim responsibility for 
their statements. But it must be emphasized that ~ 
the law has not created a higher standard of care, 
only a larger responsibility for not living up to the 
present standards. 'The profession’s standards are 
generally high, claims in negligence are infre- 
quent, and it does not seem likely that they will 
increase noticeably simply because third parties 
have now been given a remedy. 


Of course, when claims do arise it is possible 
that larger sums may be involved in the future. 
This is a matter for insurance and, perhaps, an 
increase in auditing fees, as professional liability 
insurance premiums may well rise sharply. 


Furthermore, even if an accountant is plainly — 
negligent, a plaintiff must establish that this 
negligence was the cause of his loss in order to 
make out a claim for damages. This may not be 
difficult in the case of a creditor such as a bank, or 
some person who advances or invests a sum of 
money in a business in reliance on an accountant’s 
statement. The accountant will usually be very 
aware of this, however, and will often participate 
in the negotiations leading up to the transaction. 
Thus, he cannot reasonably claim to be excused 
from the consequences of his negligence on the 
ground that he was ignorant of the reasons why 
his statement was required. 


In the case of the individual who, daoa to 
the accountant, buys a few shares or bonds in a 
company, the position is very different. An in- 
vestor of this sort is normally influenced more by 
his (or his broker's) estimate of the company's 
anticipated future earnings and dividends than 
by the total of its assets. Even where the com- 
pany's past performance is a strong factor in the 
investment decision, most of the decided cases on 
negligence involve a mistaken overstatement of 
assets rather than directly inflated figures . for 
sales and operating profits. If the investor has 
read the company's last annual report, which is 
doubtful, and if he has read the financial state- 
ments, which is even less likely, he will still be 
hard put.to show that his decision to invest and 
his loss arose out of an error in those statements. 
It would require an error so preposterously ~ 
blatant to establish the claim that the profession 
should probably not worry unduly over the fate 
of an accountant capable of making such a monu- 


mental blunder. It is fair to conclude that ac- 


countants should not be alarmed by the thought 
that countless thousands of investors will be 
filing writs against them. 
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CAPITAL 
IDEA 


Lombard Holdings is an invest- 
ment holding company interested 
in acquiring Shareholdings, 
minority or otherwise, in sub- 
stantial private and public com- 
panies where the present manage- 
ment wishes to remain in day-to- 


F day control of the business. 

THE SPASTICS SOCIETY Alternatively Lombard Holdings 
à will consider subscribing for addi- 

needs legacies io help - tional capital to meet the problem 


children like him. fe owt of a Bsns non 
1? Parit Crescent 


holders to provide the necessary 
Longen Wi 











capital. 
Our facilities will interest share- 
holders who may wish to realise s 
part of their capital; those wishing s 
to make provision for death 
duties, and directors of well- 
managed companies seeking addi- 
tional sources of permanent 
vapital. 

Enquiries to R, H. Elworthy, C.A. 


EQUIP YOURSELF FOR A CAREER - LOMBARD 


IN COMPUTER. PROGRAMMING 


Recognizing the present acute shortage of skilled computer f IOLDINGS 


programmers, NCR has planned a series of training courses which 

are now available to suitable applicants. These will be held after LIMIIED 

normal working hours and will be concentrated programming 

appreciation courses at an inclusive fez of 50 gns. The courses will Lombard House, Curzon Street, 

be held in the Computer Education Centre in the W1 district of Park Lane, London, W.1. 

London from 5.30 to 9 p.m. on Monday to Friday inclusive for GROsvenor 4111 (30 lines) 

five consecutive weeks. Although applications are welcome from m SE 
SGV ww wey 





men or women aged between 19 and 35, whether beginners or 
otherwise, it is essential for each epplicant to pass an Entry 
Aptitude Test to ensure that he or she 1s suitably qualified to study 
the subject. Successful applicants will be taught the techniques of 
programming the National 315, à computer which is now being 
installed throughout the world, and should acquire sufficient 
knowledge to enable them to start *cn the first rung of the pro- 
gramming ladder’. The fee may be paid by instalments during the 
course. The programming profession offers tremendous oppor- 
tunities with many challenging assignments. We are interested 
in giving successful applicants a chance to embark upon an 
interesting career in this field by making available, on a non- 
profit basis, the full facilities of our premises, equipment and 
experienced lecturers. The next course will start on November 4th. 
Further courses will follow in the New Year. 
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Interested applicants should send full details (including age, 
academic qualifications and experience, if any) to the address 
given below. 
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The National Cash Register Co Ltd 
Computer Education Centre 
88 Baker Street, London W1 
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IS READY TO DISCUSS 


with professional accountants and advisers ways and 
means of financing small and medium sized companies 


Finance can be provided in the form best suited 
to á company's needs 


ICFC's Branch Managers are willing at all times to 

discuss financing problems, and to place their experience 
freely, and "— at the disposal of the professional 
adviser 





no ‘Capital for Business’, and available literature, 
^. will be sent on request 


Industrial ` c UT 
& Commercial TRE 
Finance MEM 
Corporation Ltd 


Shareholders: The English and Scottish Banks 


Piercy House, 7 Copthall Avenue, London EC2 | 
National 4040 1 


and branches in industrial centres ; i 
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^ The Group Accountant — II 


by J. W. G. FRITH, B.A., F.C.A. 


D Control of the Present 


Management objectives 

ROM a management point of view, the only 

function of accounts of the past is to serve as a 

guide to current decisions which will affect future 
profitability. I have tried to show in the previous 
section the need for keeping the records of a group of 
companies on a comparable basis, and to show the 
success or failure of individual managements in the 
operation of their companies. Similar reports will 
be required throughout the year to ensure manage- 
.ment is operating efficiently on a current basis. 
7 42. Broadly speaking, it is likely that efficient 
management will succeed whatever the environment 
in which it has to work. While it is true that the 
return on capital employed may vary widely as 
between different trades, within any trade there is no 


reason why any company should not be as successful ` 


as any other, and the failure of a company to reach a 
common standard of achievement 1s indicative of poor 
management. 
43. In a group of companies, it is necessary to set 
a target of efficiency below which an undertaking will 
not be carried on without change of management. 
This will limit the size of the business and may well 
limit the trades in which a-group may operate, and 
may prevent diversification outside the original 
trade of the parent company. This is probably a good 
thing, as it will prevent management skilled in one 
type of business wasting the resources: of the 
community in trying to run a business about which 
it knows nothing. 


Budgetary control 


44. The basis of a control system lies -in thé 
periodical reporting of actual results against an 
agreed plan, on a more up-to-date basis than the 
recording of past events, which we have already 
considered.. 


45. In the case of many smaller companies in. a. 


group, there will be resistance to implementing any 

system of budgetary control or comparing accounts 

against a plan on the grounds of cost, since such 

companies are run by the eye of the master who sees 

no need for accounting reports telling what he already 
"knows by instinct or experience. 

46. If such tightly managed companies are brought 
into a group, a way has to be found of reporting the 
results of the company to the holding board without 
impairing the freedom or efficiency of. the local 
manager. It is useless to insist on accounting reports 


The concluding part of a lecture given at the Cambridge 
Summer Course of The Institute of Chartered Accountants 


in England and Wales last month. ©: - 


to be prepared for the benefit of the holding company 
only, because the local manager will resent a line of 
communication being built up that may undermine 
his authority. | D 

47. It calls for personal qualities of the highest 
order in the group accountant to show such a manager 
the benefits he can derive from a system of group 
accounts prepared on a uniform comparable basis. 
However well he may manage his business, it is 
unlikely that he has had an opportunity of comparing 
his results in detail with a similar organization. This 
regular comparison can be provided by the group 
accountant and can act as a powerful stimulus to an 
individual autocratic managing director to improve: 
his figures. 


Incomplete records 


48. The necessary controls can be built up from 
incomplete records without the need for full monthly 
accounting. It is up to the wit of the group accountant 
to say what is the minimum accounting information 
to be provided at each month-end by small companies 
where full accounts are not readily available. Such 
companies must return figures for sales, bought and 
sales ledger balances and stocks, together with cash 
or loan balances and a schedule of capital or non- 
recurring payments made during the month. From 
such figures it is possible for a group accountant to 
build up a reasonably accurate picture of the affairs 
of that company, for incorporation on the group 
accounts. 

49. There.is, of course, a danger in allowing a small 
company to excuse itself from preparing full accounts, 
in that its management may not be as competent as 
it thinks to control and direct the affairs of the 
company without such detailed accounts. The type 
of account drawn from the bare returns mentioned 
above will not explain any variations in profit from 
the plan, and such a method should only be allowed 
when the manager knows his business so well that 
he feels the variances in his bones, and can give a full 
explanation without reference to any accounting 
figures — such men do exist! 


Revisions to budgets | 
50. When the group accounts show substantial 


deviations from budget for whatever reason, there 


must be a prompt reappraisal of the plan to see 
whether events have proved the plan unattainable, or 
whether failure to meet budget really indicates 
inefficiency. At quarterly intervals, the group 
accountant should obtain from each managing 
director his forecast of the likely trend of results 
for the. remainder of the period covered by the plan, 
so that at all times there are three sets. of figures 
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available to top management, original budget, 
current estimate and actual performance. 

51. The degree to which a departure from budget 
in favour of current estimate is permitted is outside 
the accountant's function, and is a matter to be 
decided by top management, but it is unrealistic to 
hold a man to perform to a budget written some 
months previously, when conditions may have been 
entirely different. 


Control of asset investment 


52. In order to maximize profitability in relation to 
capital employed, control must be exercised over 
asset investment just as much as over profit. As well 
as accounts comparing what has already happened 
with a predetermined budget or estimate, other 
control data will be required. Accounts can only 
reveal past events, but in many cases the future is 
already determined by action taken. In particular, a 
full report should be made by all companies of their 
commitments for capital and other expenditure 
through purchase contracts. | 

93. It is usual to find elaborate controls over 
capital expenditure in even the smallest group of 
companies, and however autocratic the local managing 
director, he will submit to central control of his 
capital orders. The group accountant may, however, 
find it more difficult to assert his control over 
decisions that will give rise to an increase in working 
capital in the form of stocks, and it is advisable to 
extend the budgetary control system to cover the 
ordering of raw materials or bought in stocks. 

54. This entails the accountant working in close 
harmony with the buyer to ensure that the buyer is 
working within proper financial limits. If, as may 
be the case, the buyer is working within a framework 
of limits of stock levels expressed in physical terms, 
the accountant must interpret the physical limits into 
financial terms to ensure that the cash tied up in 
stock is earning its keep. A comparison of stock turn 
of different companies in the group should be made 
regularly, and the results publicized. 'T'hese may show 
a surprising variety in the levels of stocks held by 
comparable companies, and the possibility of achieve- 
ment of a high stock turn may act as a salutary shock 
to the less efficient management. 

55. In the same way, rigid control of the cash tied 
up in debtors should be exercised. It may be 
necessary to forecast the dates on which individual 
customers should pay their bills and compare 
daily cash receipts with this forecast. This will 
provide management with an up-to-date picture of 
the credit situation. without waiting for monthly 

accounts to confirm what should already be known. 


Control of cash 


56. The group accountant will need forecasts for 
all companies, and a weekly report of their perfor- 
mance against the plan. Surplus cash should be taken 
from all companies on a weekly basis, unless all 
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subsidiary companies bank accounts are auto 
matically cleared to a holding company account. Cash 


to meet commitments in the following period will- 


normally be made available on demand, although it 
may be necessary to penalize companies using more 
cash than forecast by charging interest which will 
in due course reduce the profitability of that company, 
and lower its performance in comparison with other 
companies that have worked to plan. 

57. Uniformity throughout the group is necessary 
in fixing cash budgets so that. individual companies 
will accept targets as fair. 


Capitalization policy 

58. A common policy of capitalization is desirable 
so that some companies in the group may not appear 
as permanent beggars, and others permanently over- 
rich with surplus cash. It is not easy to achieve such a. 
common status when companies are acquired by ` 
a group over a period, but it is worth some expense 
and trouble to bring all such companies into line 
wherever possible, even if it means reducing capital 
with all the trouble that this causes. 

59. Where subsidiary companies are partly held, 

this policy is made more difficult. Wherever possible, 
I believe it is desirable for outside shareholders in 
subsidiaries to be bought out, either for cash or for 
shares in the holding company, in order to give the 
management of the holding company complete 
flexibility in handling the affairs of the subsidiary. 

60. It is desirable to pay out all the profits of 
subsidiaries as dividend to the parent company, 
although in particular circumstances there may be 
taxation or exchange control reasons why this cannot 
be done. If profits are retained for any reason, I think... 
it is advisable to make a bonus issue of shares to the 
parent company out of the reserves of the subsidiary, 
so that the real capital employed by the subsidiary 
shall be evident to all. 


The audit of current operations 


61. The control of the present depends on adequate 
reports coming through to the group accountant. He 
must have a way of making certain that such reports 
show a true and fair view of the company concerned, 
and have not been prepared by or to the order of a 
local managing director who has deceived himself 
into thinking things are better than they really are. 

62. In this report, the professional auditor can be 
of great value. I have already suggested that in 
preparing an accurate record of the past, the pro- 
fessional auditor might be asked to report in detail 
on the affairs of the company. 

65. In my view, a quite inadequate use is made of 
the wide experience of professional auditors by many 
companies. Within the profession I would hope that 
the skill and knowledge of certain trades that attaches 
to certain firms by reason of their experience, might 
be made available to other firms asked to advise 
clients entering that trade for the first time. 
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successes. The successful accountant is one who 
finds errors, weaknesses and faults in an organization, 
and recommends changes in proceduré or method to 


correct the situation. 


64. I would like to see more frequent interim audit 
isits, and in the case of subsidiary companies, would 

, ask the auditor to satisfy himself that interim reports 
-or accounts were being properly and accurately 


prepared. Professional auditors are inclined to say 
that management or internal accounts are no concern 
of theirs, but this is a: view with which I profoundly 
disagree. Can accounts be reported as showing a 
fair view without an understanding of such internal 
accounts? I doubt it. 


III. Planning the Future ` 
General considerations 


65. This is probably the most interesting part of 

the group accountant's job, and the part in which he 
can possibly make the greatest contribution towards 
the profitability of the group. 
...66. In any organization, any plan for future 
operations is usually measured in money terms, 
because money is the only common denominator of 
all facets of business activity. This is particularly true 
of a group of companies operating in different 
markets with different products, and where there is 
no unit of measurement apart from money applicable 
to all companies in the group. 

67. Because money is the normal unit of measure- 
ment to an accountant, it is natural that the respon- 
sibility for making or co-ordinating future plans 
expressed in money terms should fall to the 
accountant's lot. But in making plans or budgets, the 
group accountant must be prepared to work in units 
other than money if he is to have the full support and 
confidence of his colleagues in general management. 

68. Plans and budgets in themselves are harmless, 
-but they tend to be used as evaluation instruments, 
and because the performance of individuals is 
measured against these plans, they can be very 
unpopular. Budgets are often used as devices to 
improve performance and increase the efficiency of 
individuals, and this also causes resistance and 
resentment against budgets. 


The accountant's responsibilities for budgets 


69. The resistance to budgets is increased by the 
fact that they are written in a language that the 
layman does not readily understand. This language is, 
however, the language of the final judgement on the 
company's performance, the balance sheet, but this 
does not make it any more popular. I do not think many 
accountants realize how incomprehensible accounting 
jargon is to non-accountants. In planning the future, 
_the first thing the accountant must overcome is the 
problem of communication between himself and the 
. operating management. 

7o. Apart from language difficulties, there is 
another barrier that separates the accountant from 
linemanagement. Possibly because of their professional 
training, many accountants see themselves as the 
watchdog of the company. They are always probing 
what has gone wrong and comparing failures with 


71. But this means that the corollary of a successful 
accountant is a manager who has failed. Most people 
want to feel a sense of achievement and if close 
contact with the accountant becomes synonymous 
with failure, communication between the accountant 
and the lower levels of management becomes 
impossible. 

72. This tends to put the accountants in rather a 
peculiar position. It makes them defensive about 
their work because they are continually putting people 
into embarrassing positions. They are inclined to 
retire behind a wall, and sometimes positively use 
the jargon and technicalities of their job as a defence 


. mechanism. This makes incomprehensible any plans 


for the future drawn up by accountants and any 
failure to meet the budget will draw the inevitable 
excuse that the budget was wrong. 

73. The only way in which this resistance can be 
overcome is to have management at all levels partici- 
pate in the preparation of the budget. This involves 
full and frank discussion of the goals that are set, 
giving all levels of management a part in defining 
how those goals will be achieved. 

74. It is, however, the prime responsibility of the 
group accountant under the managing director to set 
the ball rolling, and to take the necessary steps to 
show the various companies in the group the targets 
they might set themselves to achieve. 


The preparation of the budget 

75. The key to future success must be on the basis 
of past performance. As a first step, the results for 
each individual company should be set out for a 
period of five years or longer. This should initially 
show money figures only and will highlight the success 


` or failure of management by relating profit to capital 


employed. 

76. Comparison should be made with the results of 
any competitors that may be available, and the 
company’s share of the market should be determined 
from Board of Trade statistics. Where the results of 
a particular company embrace those of separate 
divisions trading autonomously, these divisional 
results should be shown separately. 

77. A preliminary discussion with the managing 
director of the holding company should be held to 
obtain a guide as to the possible progress of 
individual companies. The state of trade of differing 
markets would indicate which companies were 
likely to increase sales more rapidly than others. 
Technological changes expected in the new period, 
or new markets becoming available, would show 
opportunities to be exploited. Allowance must be 
made for any new acquisitions contemplated by the 
group. 

78. In addition to this information derived from the 
holding company, the group accountant should be 


528 


advised "be accountants of individual subsidiary 
companies of the outline hopes and aspirations of 
their individual companies. It is vital that this chain 
of communication between group accountant and 
subsidiary company accountant is kept open for the 
exchange of information, ideas and criticism. It is, 
however, a chain that some managing directors would 
wish.to break as it can be seen as a back door for 
leakage of information which may be used-to the 
detriment 'of the local management. Only by con- 
siderable tact can such resistance be overcome, but 
ultimately the organization will be weakened if 
accountants -at different levels are denied access to 
each other for the good of the business as a whole. 

: 79. In any group of companies, there is difficulty 
in projecting. the image of the group as a whole. 
Individual companies will see their needs as para- 


mount. and will be disinterested 1 in the affairs of the ` 


whole organization. This is particularly true when 
managers are remunerated on the results of their 
own departments, and makes the job of co-ordinating 
plans. for the group extremely difficult. An organi- 
zation is. something different. from the sum of 
individual parts, and the group accountant will need 
considerable skill: in placing the parts” in correct 
relationship to each other. ` 

8o. But this is just what he must do as he Suis the 
first - draft of ‘the: plan together. Based ‘on all: the 
itiformation he can obtain from all sources, he must 
put together a plan representing the hopes and 
aspirations of ` (he business, to see whether it fits 
together and appears reasonable when ‘taken as a 
whole. 

81. In particular, he will bé able to see e whether the 
financial resources of the group are adequate for the 
expansion’ planned.: Hè- will be -able’ to determine 
whether there is unused capacity in one company iiri 
the group, while another company is proposing -to 
expand. He voa challenge ‘the view of:the managing 
director of the holding company -as -to the market 
trends anticipated when these vary considerably froin 
those -Suggested by companies EE EE in 
thé market. | 

: 82.:By- meáns: of discussion. and argument, à- first 
draft of a plan for- the group may: be produced, to be 
use aa a- guide by individual companies’ lieri 
preparing their detailed budgets. "The group account- 
ant should circulate his draft plan with full reasons 
for. the figures, ‘and in particular; should ` highlight 
Ee points at which the plans of one company in the 
group impinge on those of another. If there is likely 
to bé any limiting factor, sich; as the availability of 
finance, ‘this must be stated. : 

$3. Upon'receipt of thé draft plan;- each company 
will prepare a detailed budget for the ensuing period. 
Iii the case of smaller companies, it-is not nécessaty 
for this to be expressed i in fiháncial ‘terms, -and miay 
take the-form of answers to 4 questionnaire sent out 
- by the group accountant. If such a questionnaire is 
worded: ‘properly and: all. -questiotis answered, -it is 
possible tö translate a "manager's-plán into 4 financial 


ACCOUNTANT 


October 26th, 1962 


budget without a local accountant. 

-84, Such a questionnaire should include the 
following points which would in practice need to be 
set out in greater detail: "` S 
- (a) What volume of sales both in quantity and 

money is anticipated in the ensuing period? 

(b) Is there any reason to suppose that this volume 
of sales will be achieved at margins differen- 

- from those ruling in the present period? 

(c) Are the terms of trading to be altered and if so, 
in what way; and are there any proposals to sell 
to a new class of customer? ` 

(d) What new developments are expected during 
the ensuing period and what will be.the effect 
of successful development of new products o7: 
` techniques on sales and costs? 

(e) Are any technological changes expected which 
will affect the capacity sequined: to meet th: 
' anticipated volume? ` 

Be It is essential that line management writes (bz 

budget, and accountants merely translate the: plans 
into financial terms. The accountant will need to 
prompt and suggest answers, but should: never giv2 
way to temptation and write the budget himself. This 
is often the easy way out, but it is quite useless.. m 


The budget of the group i5 aw 

86. When the group accountarit lias collected 
budgets for individual, companies prepared in this 
way, that is, with the full support and: co-operation 
of the individual managements, he will put together 
the plans for the group as a whole.. 

^87. As a first step, he should’ prépare a consolidated 
balance sheet as at thé end of the budget period, to 
see the picture ‘as it will emerge if the budget :s 
achieved. He should compare the ratio of profit t5 
capital 'eniployed, and such subsidiary’ ratios zs 
turnover to capital employed with. those for past 
périods.to ensure that . these show a satisfactory 
trend. Where thé overall pictüre is unsatisfactory, 
he mist locate the company. which. is ‘submitting 
a forecast showing a less satisfactory réturir than that 
shown by past performance and inquire closely into 
the reasons. At the sáme time, the group accountamt 
must ‘ensure that the budgets represent a level of 
achievement that requires a real and sustained effort 
tò. attain. There is a tendency in writing budgets -o 
inake life easy by setting the sights too low. Wheré he 
is not satisfied, the group accountant must repcrt 
the facts to- the: managing director of the group SR 
nay refuse to accept the budget. 

- 88. It should be stressed, however, that the group 
accountant-will not override the considered budget 
of a. subsidiary company, or- the confidence of local | 
management on their budget will be undermined. - 

89: Apart from satisfying himself that the targets 
set aré satisfactory, the group: accountant will nezd 
to~ consider ‘the efféct op associated companies if 
policies are directed to achieving the budget targezs. 
In ant group of companiés; there is.cértain to >e 
Some interaction And a fapid growth in one company 
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hs be geared to the growth of the companies with 
hich it has common trading interests. -  . . 
. 90. The overall plan must then be viewed against 
the financial resoürces of the group to ensure that the 
necessary accominodation is available to meet the 
calls likely to be made on central funds. Tt is unlikely 
that the group accountant will be taken by surprise 
at this stage if he has prepared his own draft plan as 
suggested earlier. If he is really master of the 
situation, he will be aware of financial stresses and 
strains before they develop. 

9r. Finally; the overal plan must be viewed 
against the economic position of the country and 
trade as a whole. This is the job of the economist, 
but in a small group of companies, the group 
accountant may have to serve as an economist. It 
may well be that the enthusiasm of local management 
has led them to forecast a rate of growth which when 
viewed against the trade as a whole, means that the 
company is planning to increase its share of the 
market to an impossible extent. As far as possible, 
this should be borne in mind while the budgets are 
written, but a final check is necessary before the plans 
of the group can be consolidated and presented to the 
holding board for approval. 


IV. Conclusion 


92. I have tried to set out a method of control 
whereby a group accountant can advise his directors 
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of the true and fair view of the group as a whole, and 
of the part played by individual subsidiary companies. 

93. It is difficult to distinguish between the role of 
adviser and. executive, and it may be.that I have 
suggested certain functions for the group accountant 
which may more properly belong to the managing 
director. In many groups of companies where there 
is a competent and visionary central management, 
much of what I have said may be inapplicable, but I 
suspect that there are many more groups of companies 
where the problems of group control and co-ordina- 
tion have not been even considered. 

94. In a paper of this nature, it is difficult not to 
generalize from a particular experience, but I believe 
there is a case to be made for a new look at some 
accounting conventions in many groups of companies, 
where it is difficult using existing accounting methods 
for those responsible for the direction of the group to 
determine the precise contribution to the success of 
the group made by each subsidiary company. 

95. It may be argued that departure from accounting 
on a cost basis will induce uncertainty into published 
accounts and leave the door wide open for directors 
to mislead their shareholders. I believe that the 
present situation is even worse, in that not only may 
the shareholders be deceived by their directors, but 
the directors themselves may be deceived by the 
figures prepared for their benefit and enlightenment. 


(Concluded.) 





lax Topics 


LABOUR TAXES? 


HE possibility of a change of Government in 1964 
prompts various reflections on fiscal changes that 
a Labour Government could make. As far as personal 
taxation is concerned, a recent Fabian pamphlet by 
two prospective Labour Parliamentary candidates 
demands ‘a substantial further step towards reducing 
the present inequalities of wealth and post-tax 
incomes'. Such a step would comprise a wealth tax 
on personal holdings of £10,000 and more; this would 
be ‘an essential measure’. Death duties would be 
made ‘compulsory and not — as is largely tlie case at 
the moment — voluntary’. Capital gains, ‘treated by 
most people as income, must be treated as such’. - 
-` With corporate taxes the problem is more complex 
since such taxes may be shifted on. to consumers of the 
company's products. Indeed, as Messrs A. J. Merrett 


and A. Sykes pointed out in an article in the District 
Bank Review for September, in a period of rising 
profits when it may be desirable to tax them heavily, 
the firms concerned will find it easiest to shift the tax 
on to the consumer. Furthermore, dividend limitation: 
merely enables the same firms to conserve their 
resources, the growth of which is reflected in a 
steadily appreciating level of share prices making for 
steady capital gains. For these reasons the authors 
suggest that as part of an incomes policy which would 
be acceptable to Labour, an effective capital gains tax 
would be needed, probably by treating them as income. 
More important would be the introduction of higher 
taxation upon unearned incomes — what the authors 
term a ‘special rate’, combined with taxation of 
capital gains. The object underlying such measures 
would be to restrict such incomes to ‘a statistically 
ascertainable proportion of real national income’. 


T.V.A. AGAIN 


HE basis of the policy of tax harmonization 
within the European Economic Community is the 


elimination of such tax differentials as may distort the 


forces of competition. Obviously, if Germany taxes, 


‘say, cosmetics more heavily than France, then the. 
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former's. industry is placed at a disadvantage in the 
matter of developing its product and new markets. 
Another aspect of the added-value tax which the 
Federation of British Industries in its recent merno- 
randum to the Richardson Committee touches upon, 
although it was emphasized more in the earlier report 
by the Forbes committee on Export Incentives, is 
the relative advantage conferred upon manufacturers 
in a country relying heavily on indirect taxes com- 
pared with another country, such as the United 
Kingdom, which currently prefers more direct 
taxation. 

A recent article by a Swedish economist, Professor 
Leif Mutén, in the Quarterly Review of the Skandi- 
naviska Banken, considers the implications of the 
E.E.C. trend towards a general adoption of the 
French style added-value tax. He notes that as long 
as the differences between indirect taxes of different 
countries are as wide as they are, then export prices 
will be affected in varying degrees. Thus, if on the 
domestic market a given product sells inclusive of a 
heavy outlay tax but is exported net of this tax, then 
that exporter is at an advantage compared with similar 
producers elsewhere who pay the same amount of 
taxes such as, say, income tax, and get no remission. 
Professor Mutén notes that differences in exchange 
rates, which normally reflect the relative price 
structure of nations, will not adequately offset the tax 
differentials. 

For such reasons the Swedish Government has set 
up a study committee to follow tax developments in 
Europe. Already there is serious discussion whether 
the Swedish tax system, which raises a higher pro- 
portion of revenue from direct taxes than any other 
national system, should not soon be recast in the 
light of developments in the tax systems of their 
competitors.. It will be interesting to see how the 
Richardson Committee deals with this issue. 


TAX-FREE ERIN 


LMOST two centuries ago Adam Smith exposed 

the myth of mercantalism and the stupidity of 
fiscal restrictions on trade between nations. It is a 
chastening thought, however, that it can take 
importers as many days to get goods through their 
customs as it took in hours to bring the goods by jet 
plane to their country. It is, states the old adage, an 
ill wind which blows no one some good, and the 
Government of the Irish Republic has recently been 
publicizing the development of free trade zone 
facilities at Shannon by which means the Irish 
hope to gain some profit from the stupidity of the 
world-wide tariff network. 

Shannon offers two major sets of facilities to the 
foreign manufacturer or merchant. Either he may 
use the area as a duty-free warehouse from which he 
can supply goods for export to any part of the world 
without involving himself in the payment of bond, 
. or he can set up a manufacturing establishment from 
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which he can supply goods for export witho 
attracting tax. 


The Irish Government offers exemption from"? 


Irish tax to all such companies, both merchanting 
and industrial, until 1983. With an eye on practice 
in some other parts of the world, it also permits the 
investing company to repatriate profits in its own 
currency. Such tax-exempt companies are not liable 
to duties on imports of plant or machinery when the 
latter are to be used for production and, after 1983, 
accelerated depreciation allowances are promised. It 
will be interesting to see how far this type of fiscal 
inducement will prove effective in developing 
Shannon. 


AUTRE PAYS, AUTRE... 


HE quality of the Inspectorate apart, one of the™ 


major factors contributing to the efficiency of 
the United Kingdom tax administration is the status 
and integrity of the accountancy profession. For all 
practical purposes, while serving the interests of 
their clients the accountant is also doing the work 
of the Revenue. One need only reflect for a moment 
to realize what would happen if accountant’s reports 
on the annual accounts of traders or his back duty 
estimates were to be rejected and the work of 
verification regularly undertaken by Revenue officials. 
The same relatively happy state of affairs does not 
exist in all parts of the world. In the Philippines the 
Commissioner of Internal Revenue has been urging 
members of the accountancy profession to recognize 
that their duty as citizens is first and foremost to 
encourage their clients to pay their due taxes. Out 


of a population of over twenty-seven million, only ~ 


some 420,000 individuals file a return of income and 
of those, only 103,000 are paying tax. Of some 6,390 
corporations which have filed a return of income, 
only 3,586 are taxable. Yet, according to the records 
of the Securities and Exchange Commission, more 
than 20,000 corporations and 10,000 partnerships 
are registered. 

The Commissioner has warned that in future all 
‘wayward taxpayers’ will be prosecuted. In the 
meantime, however, any such taxpayer who voluntarily 
discloses his true income, corrects any past inaccuracies 
in his returns and thereby enables the true tax 
liability to be computed, will not incur any penalties. 
After the period of grace has elapsed, the Commis- 
sioner promises an 'all-out campaign against non- 
filers, against tax evasion, starting from the top, from 


the biggest taxpayers, including friends and strangers" 


alike'. 

While one may wish the Commissioner every 
success in his efforts, the plain truth of the matter is 
that the extent of evasion is inversely correlated with 
the efficiency of the tax machine. Unless the 
Inspectorate has the means to enforce the Commis- 
sioner's policy, the results of the drive are not likely 
to be substantial. 
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Weekly Notes 


THE NEW CABINET 


ORD HOME had by the middle of this week 

made the senior appointments to his Cabinet and 
ten appointments to junior positions. There were 
still, however, forty-two junior posts to fill. 

The senior appointments included Mr R. A. 
Butler as Secretary of State for Foreign Affairs; Mr 
John Hare as Chancellor of the Duchy of Lancaster; 
Mr Joseph Godber as Minister of Labour; Mr Edward 
Heath as President of the Board of Trade and 


~~ Secretary of State for Industry, Trade and Regional 


Development; Mr A. P. L. Barber as Minister of 
Health and Mr F. Errol as Minister of Power. 

Mr Maudling's retention as Chancellor of the Ex- 
chequer is, of course, indicative of the new Prime 
Minister's endorsement of his policies, while the ap- 
pointmentof Mr Maurice Mzcmillan, who is Chairman 
of the Wider Share Ownership Council, as Economic 
Secretary to the Treasury; is perhaps further indi- 
cation of the up-to-date approach which the Premier 
is reputedly anxious to infus2 into his administration. 
Other junior appointments include Mr Alan Green, 
as Financial Secretary to the ‘Treasury, and 
Mr Robert Carr, as Secretary for Technical Co- 
operation. 


C LOCAL AUTHORITY BORROWING 


c. 
TE Chancellor of the Exchequer was optimistic 
about the general trend of the economy when he 
spoke at the Lord Mayor’s Dinner to the bankers 
and merchants of the City of London last week. On 
more specific matters relating to the capital market 
he gave a preview of the proposed new arrangements 
on local authority borrowing which are in due course 
to be issued as a White Paper. 

He said that although local authority temporary 
borrowing has not increased very much during the 
past year it is still a problem for efficient monetary 
management. The Government therefore proposes 
that temporary borrowing for up to three months 
should be limited to 15 per cent of an authority's 
outstanding debts and that temporary borrowing for 
‘up to one year should be limited to 20 per cent of the 
outstanding debt. Local authorities will be given 
four years in which to get down to these limits. 

It is proposed, however, to give local authorities at 
the same time better access to the Public Works Loan 
Board. In the first year in which the new arrangement 
operates local authorities will be able to get 20 per 
cent of their long-term borrowing needs from the 
Board at Government rates. In the next year 30 per 
.cent will be obtainable in this way and so on until a 
maximum of 50 per cent is reached in the four years. 
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It is estimated that on this basis the Exchequer will 
have to find an additional £200 million in the first 
year and that ultimately it will have to find f/50o 
million a year. 'The Chancellor does not favour the 
issue of local loan stock to avoid this call on the 
Exchequer but that it will be more convenient for 
the Exchequer to issue the money to the Local Loans 
Fund as required. 


CONFIRMATION OF RECOVERY 


A of about five hundred firms recently 


carried out by the National Association of 
British Manufacturers shows that 48 per cent of 
them expect a rising level of output in the next three 
months and only 8 per cent expect a fall. Three 
months ago the proportions were 38 per cent and 
9 per cent respectively. This information from small- 
and medium-sized manufacturers thus confirms that 
of larger concerns reported recently by the F.B.T. 

In the three months to the end of September, 
51 per cent of firms in the survey reported rising 
production compared with 43 per cent three months 
earlier, while only 9 per cent reported a fall in produc- 
tion compared with 11 per cent in the earlier period. 

The Association says that the improvement was 
particularly noticeable in engineering and motor 
vehicles. Other industries to improve were textiles, 
food and building. The improvement, however, 
appears to be be based mainly on home orders and 
this applies particularly to textiles. The geographical 
speed of the recovery was fairly wide but was most 
noticeable in the South, Lancashire and Yorkshire. 


DIRECTORS' ANTI-TAKEOVER SCHEME 
INVALID 


R SAMUEL ROLLASTON HOGG, F.C.A., 

suing on behalf of himself and other members of 
Cramphorn Ltd, obtained judgment in his favour in 
the High Court on October 18th, against the company 
and its directors. The proceedings arose out of an 
attempt by the directors to forestall a takeover bid, ` 
They and their friends and relations held about 
thirty-seven thousand shares out of a total of 126,181, 
each carrying one vote per share on a poll. Early this 
year a Mr Baxter sought to acquire all the issued 
shares but the managing director took the view that 
the takeover was not in the best interests of the 
shareholders, the employees or the customers. On 
legal advice a scheme was devised which gave rise 
to the proceedings by Mr Hogg. 

A trust was set up for the benefit of the employees 
and the directors allotted to the trustees 5,707 new 
preference shares to which they attached the right 
to ten votes per share. The company made the 
trustees an interest-free loan with which they paid 
for the shares. Thus the directors, with the trustees 
appointed by them, obtained voting control. 

Mr Hogg, acting in concert with Mr Baxter, 


bought fifty of the company's shares. He issued a 
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writ claiming a declaration that the board acted 
ultra vires in allotting the 5,707 shares and giving 
them ten votes each. When Mr Hogg became aware 
of the terms of the trust deed he issued a second 
writ claiming a declaration that the deed was ultra 
vires and invalid. l 

Reading a reserved judgment, Mr Justice Buckley 
said (according to The Times of October 19th) that 
the articles provided that each share was to have one 
vote on a poll, and also provided that new shares 
‘could be issued with such rights and privileges as a 
general meeting might direct, or, failing such 
direction, as the directors determined. His lordship 
took the view that those articles did not enable the 
directors to issue shares with more than one vote 
each. Accordingly the issue of 5,707 shares with ten 
votes a share was ultra vires the directors, although 
this by itself was not sufficient ground for setting the 
allotment itself aside. However, since the shares were 
allotted with a view to forestaling the takeover 
they were issued with an improper motive, and 
therefore the allotment could be set aside. The loan 
of money to the trustees was tainted with the same 
vice. However, it was open to the company to ratify 
the directors’ acts. His lordship ordered that the 
directors, if so advised, should convene a general 
meeting for this purpose, the votes of the 5,707 not 
to be used at such meeting. 


NEW ZEALAND ACCOUNTANTS’ 
FIDELITY FUND l 


FIDELITY fund to protect the public against 

theft or misappropriation of money by a public 
accountant is proposed by a New Zealand Society 
of Accountants’ Amendment Bill recently introduced 
in the New Zealand Parliament. The fund will be 
made up by fees paid by the public accountant mem- 
bers of the Society. 

“The fund is similar in many respects to the fund 
operated by the Law Society’, said the Associate 
Minister of Finance, Mr D. Seath, in introducing 
the measure. ‘It will ensure that there will be no 
hardship or loss suffered by the public through theft 
or misappropriation by public accountants or their 
servants or agents.’ ` 

The Bill also imposes restrictions on the use of the 
terms ‘accountant’ and ‘auditor’, and designations, 
including those terms, by persons who are not mem- 
bers of the Society. 

However, this will not prevent the use of the desig- 
nations for persons in salaried employment, nor will 
it prevent any person practising accountancy publicly 
under other designations, for example 'book-keeper', 
‘secretary’ or ‘cost consultant’. 

Persons now practising publicly and who are no 
members of the Society will be given a permit to 
continue to use the protected designations in public 
practice provided they have adequate fidelity insur- 
ance cover and conform to the rules and ethics of 
the Society. "E 
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TRADE -NOT AID 


HE instability of world commodity prices, and 
the consequences for the primary producing 
economies as well as the level of world trade, are 
well known. While post-war fluctuations hàve not 
matched the disastrous experiences of the great 
depresssion the terms of trade have nevertheless 
tended to move persistently against the developing 
countries whose economies so often depend upon 
a few basic products. l 
In a new Hobart Paper entitled Prices for Primary 
Producers! Sir Sidney Caine, reviews the sad history 
of stabilization schemes. Even recent history is 
chastening as the fate of the world sugar and wheat 
agreements demonstrates. The modest success 
achieved with the tin buffer stock scheme owes more 
to the long-term growth in demand for the metal and 


Let 
- 


the co-operation of the United States authorities in . - 


releasing stocks than the nature of the scheme ^ ^ 


itself. : 

Sir Sidney stresses that all efforts to regulate 
commodity prices are severely handicapped by the 
inability to foresee changes in demand and supply; 
by the difficulties of administering such schemes, 
and not least by the lack of co-operation when 
national and international interests conflict. He 
asserts that the intervention of Governments is the 
major cause of price fluctuations. In his opinion the 
remedy to this major world problem is to be found, 
not in Government-controlled schemes, but rather 
by Governments assisting producers to help them- 
selves by forward planning, insurance against bad 
crops and prices, and by setting aside part of the 
profits of bumper yéars to meet the difficulties posed 
by the lean years. - , 

In the longer run, diversification of the under- 
developed economies is the only effective means of 
raising living standards, but this cannot be achieved 
overnight. In the meantime, however, Sir Sidney 
suggests that economically advanced nations should 
maintain their economies and level of industrial 
output on an even keel and, at the same time, stop 
feather-bedding their domestic agricultural interests. 


CONSUMERS’ ASSOCIATION ON H.-P. 


HE Consumers! Association has submitted to 
the Board of Trade some suggestions for legis- 
lation on hire-purchase. The significance of this is 
probably less in the proposals themselves than in the 
fact that consumers may pay some attention to them. 
In the past, the consumer has not been particularly 
articulate in calling for alterations in hire-purchase 
law. 
In a statement to the Press last week, the Con- 
sumers' Association drew attention to the fact that 
the so-called ‘H.-P. charge’ is not the true rate of 


interest charged ori an article. Many people, it goes on 


* Hobart Paper No. 24, Institute of Economic Affairs, 66a 


.Eaton Square, London SW1. Price 5s net. 
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HEALEY & BAKER 


(Established 1820) 


29 St George Street, Hanover Square, London Wi MAYfair 9292 2 0 lines) 





AUCTION SALE - LONDON AUCTION MART on . 
WEDNESDAY, NOVEMBER 20th, 1963, at 3 p.m. (unless previously sold) 


FREEHOLD AND LEASEHOLD INVESTMENTS 


FREEHOLD REVERSIONARY INVESTMENT 
` OF OUTSTANDING QUALITY 


100/116 SOUTH ROAD 
HAYWARDS HEATH, SUSSEX 
Per £2,970 Annum 


Let on leases expiring in 1975, 1976 and 1977 to first-class multiple companies, viz.: 
F. W. WOOLWORTH & CO LTD 


FREEMAN, HARDY & WILLIS LTD J. SAINSBURY LTD 
FLEMING, REID & CO LTD CLARK'S BREAD CO LTD 
. BOOTS CASH CHEMISTS (SOUTHERN) LTD T. FOSTER & CO (WINES & SPIRITS) LTD 


Solicitors: Messrs LEONARD TUBBS & CO, Harcourt House, 19 Cavendish Square, London WI ` 


HIGH-CLASS, , LONG LEASEHOLD INVESTMENT: 
pprox. 61 years unexpir 
42 UPPER BROOK STREET 
MAYFAIR, WI 


comprising 
AN IMPOSING PURPOSE-BUILT BLOCK OF 


SEVENTEEN FLATS 


producing a total actual and estimated net income of 


Per £8,313 Annum 


(Subject to partial repairs and management) 


. WITH OPPORTUNITIES TO INCREASE NET ANNUAL INCOME FROM 1965 ONWARDS. 


Solicitors: Messrs CLARKE, SQUARE & CO, 28 Bolton Street, Piccadilly, London W1 


` e 
OF VERY SPECIAL INTEREST TO' INVESTORS SEEKING SUBSTANTIAL INCOME AND 
CAPITAL APPRECIATION BETWEEN TWELVE AND FOURTEEN YEARS’ TIME 
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(Established 1820) 





29 St George Street, Hanover Square, London W1 MAY fair 9292 (30 lines) 





J AUCTION SALE - LONDON AUCTION MART on 
WEDNESDAY, NOVEMBER 20th, 1963, at 3 p.m. (unless previously sold) 


FREEHOLD AND LEASEHOLD INVESTMENTS 


. TWO SUPERBLY LOCATED ` 
FREEHOLD RE VERSIONARY INVEST MEN TS 


- 42/44 MIGH STREET 302 GREEN LANES 
SITTINGBOURNE ` | PALMERS GREEN, N13 


' Let at low exclusive rentals totalling Let to W. J. BARTON LTD 
(Subsidiary of Associated British Foods Ltd) 
Per £645 Annum 


, at the very low exclusive rental of 
WITH VALUABLE REVERSIONS in 1967 and 1975 


Joint Auctioneers: d Per £750 Annum 
HEDLEY PETERS & SON . 
93 High Street, Sittingbourne, Kent. Tel: 3148 E WITH VALUABLE REVERSION in 1976 
Solicitors: Messrs EDGE & ELLISON Solicitors: Messrs FINNIS, DOWNEY, LINNELL & 
Rutland House, 148 Edmund Street, Birmingham 3 PRICE, 5 Clifford Street, Bond Street, London W1 


SHOP PROPERTY INVESTMEAT SHOP PROPERTY INVESTMENTS 
(Approx. 242 years unexpired at £28 p.a.) 9 and 13 EMPIRE PARADE 





D WOODGRANGE ROAD _ . GREAT CAMBRIDGE ROAD - 
FOREST GATE, E7 | EDMONTON, NI8 
Letto DANE DYE WORKS LTD (SKETCHLEY LTD) producing 
at the modest exclusive rental of | : Per £850 Annum 
Per £1,600 Annum “WITH VALUABLE REVERSIONS in 1965 and 1975 
Solicitors: Messrs HERBERT OPPENHEIMER Solicitors; Messrs NABARRO, NATHANSON & CO, 
NATHAN & VANDYK, 20 Copthall Ave, London EC2 211 Piccadilly, London W1 
SHOP PREMISES WITH VACANT POSSESSION 
` 86 HIGH STREET ` | 2021204 SHAFTESBURY AVENUE 
GILLINGHAM . LONDON WC 
A Ee ` (No. 202, LEASEHOLD - No. 204, FREEHOLD) 
FRONTAGE 14 ft 9 in. TOTAL FRONTAGE 32 ft 3 in. 
SITE DEPTH 115 ft .BUILT AND SITE DEPTH 45 ft 


Solicitors: Messrs BARTLETT & GLUCKSTEIN, 199 Piccadilly, London W1 
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Your 
Investments 


must be safe, profitable and readily realizable. 


Davies Investments Ltd can satisfy each one of these | 


requirements. Safety is assured by skilled administra- 
tion and ample reserves. 

or the TENTH year in succession a basic interest 
rate “of 7% per cent per annum has been paid on de- 
posit accounts. Withdrawal notice for the largest sum 
is six months. An account can be opened with a 


minimum of £100 but on units of £500 there is a ` 


special bonus of 4 per cent per annum added annually. 

If withdrawal is desired on demand we commend 
our 5 per cent per annum short term demand account 
minimum deposit £100. 

We have set out the main details of the facilities 
which are now so widely appreciated. If you would 
like further details and audited balance sheet, please 
write to Department A., Davies Investments Limited, 
Davies House, Arthur Road, London SW19. 


Please help 30,000 
* = $ 
Limbless Ex-Servicemen 
urges Sir Winston Churchill 
Many of the 30,000 British Limbless Ex-Servicemen are 
completely unable to help themselyes. All are gravely 
handicapped but none need lose hope, provided they 


are given help in conquering their disability. More 
money is urgently needed to acquire, maintain and 


equip homes in which they can be given a period of |. 
convalescence or care and comfort in their old age, ` 


. BLESMA is not aided by the State 
Donations or legacies should be made to:- 
Major the Earlof Ancaster, T. D., Chairmanof Appeal (A.45) 
Midland Bank Ltd., 89, Charterhouse Street, E.C.1. 
BRITISH LIMBLESS 
EX-SERVICEMEN' S ASSOCIATION 


(Registered. in accordance with: the Natlonal Assistance. Act 1948 
and,asa charity, under the Charities Act, 1960.) 
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When your 
clients need 


MONEY 





d 


-—— 


Many occasions arise when a client needs to raise 
money at reasonable rates and asks your advice. 
This is where Cedar Holdings can help. Cedar 
Holdings ate bankers who in addition to full banking 
facilities also offer overdraft facilities from £300 to 
£5,000 against security such as first or second 
mortgages. 


Moderate interest charges. An overdraft from 
Cedar Holdings is repaid by equal monthly instal- 
ments over a period of up to five years. Interest is 


charged at 7% on the original amount borrowed. 


Income Tax relief. Because the overdraft is a bank 


loan, income tax relief can be obtained on the 


^ 


interest paid. 


Full insurance. Payment ofa asingle premium ensures 
that, in the event of the death of the borrower during 


. the period- of repayment, all liability for subsequent 


instalments will cease. 


.Send the coupon below for full information. ci 
on this service to traders. 


| CEDAR HOLDINGS LTD 


BANKERS 


79A PARK STREET, LONDON, W.1. 
TELEPHONE: MAYFAIR 2834 


_ Please T me details of the Cedar Holdings 
overdraft facilities and application form. 


Name......-. sé»*voesatbsueTeoGhau*togettrqosnattó*taebéuNqhRétesevatsedéqd4NpeBPhuASOBR4EMAMROODÉ"R*aenqheu"a 
Address TTT TTT TTT OTT snaupeoras KE $9000094 *v6900 409904449909 p0436 j 
wiqde9ayf-"a*6n4á$u4t*nv9494*«aa 
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to say, are unaware óf the true rate of interest which 
‘is often nearly twice as much’ as the charge publicizes. 
The Association suggests a formula should. be made 
statutory which it has already put forward in its 
magazine Which? Copies of the memorandum to the 
Board of 'Trade, with an appendix on calculating the 
rate of interest, can be obtained from the Consumers' 


. Association, 14 Buckingham Street, London WC2. 


blast off. 


The Association suggests certain alterations to the 
Advertising (Hire Purchase) Act, 1957. These are 
that the total hire-purchase price should be stated in 
advertisements in terms of the true annual rate and 
that all hire-purchase agreements should state this 
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rate of interest. They think that no hire-purchase 
agreement should be enforced against a customer 
who can show he was induced to enter into an agree- 
ment by an unlawful advertisement. Other recom- 


. mendations are that the hirer should be given infor- 


mation about the true nature of the agreement and 
that a hire-purchase agreement should not become 
effective for seventy-two hours if it is signed anywhere 
accept in a retail shop. With cars in mind the Asso- 
ciation suggests that the financial limit at present based 
at £300 for protection under the Hire Purchase Act 
should be abolished and that the hirer should have a 
statutory right to assign a hire-purchase agreement. 





This is My Life . . 
by An Industrious Accountant 


CHAPTER 195 


F there was a slow start to our course on electronic 

data processing, the pace speeded up bewilderingly 
over the afternoon. Slightly somnolent after the 
excellent lunch provided, our assorted group of 
executives settled back in their chairs and prepared 
to receive indoctrination with placid resignation. A 
crew-cut young man was spreading huge diagram- 
matic charts over a frame on the dais, a blackboard 
was waiting, bulging folders were being distributed; 
it was the countdown... three... two... one... 


7" No fooling, we were airborne; we were in a new 


element. Crew-cut was talking with leisurely benevo- 


lence in the Queen's English, yet I couldn't 
understand a word he was saying. After a brief 


reference to short-term decision making and systems 
and controls, he was getting away from us fast. 
Cells, drums, matrices, cybernetics . . . hold on for 
dear life! All around the audience was suddenly 
sitting forward all attention. You could almost hear 
our cerebral grey matter bubbling with its exertion; 
we felt as light-headed as if we were weightless. 

Crew-cut drew a rapid diagram on the board as I 
thumbed frantically through the glossary thoughtfully 
circulated to us in advance. Just as well I’d skimmed 
through it on receipt. Beside me, Scotty was looking 
stupefied. He hadn’t read his glossary; he liked to 
play it by ear, he said. Well, his ears were drooping 
like a spaniel’s at this stage; he, too, was lost. 

But Scotty is a bonny fighter. He’s scuppered a 
Tiger tank with a bazooka in his time; he knows the 
technique is to slow ’em down first. Crew-cut was 
saying '. . . and registered electronically in the 
ferrite-core immediate access store. . . .' when my 
colleague cut in firmly. ‘What exactly is a binary 
bit?’ he asked. 

With meticulous patience Crew-cut explained (for 


"the second or third time) and the class drew breath. 


Confidence regained, they queried and argued. It 
was the point of no return. The keener members were 
well up now; the less interested gave up the chase. In 
the back row some heads drooped drowsily, some 
eyes were closed. 

For my part, I found it hard to visualize these 
technical explanations in the practical terms appro- 
priate to my own problems. The lecturer spoke 
glibly of programming the data, of parity checks and 
channel transfers; he didn’t tie in with my outlook on 
sales analysis or forward cash balances. Maybe if 
he'd been an accountant I'd have clicked better. 
Maybe it was my fault for being too old, or too dumb, 
or too unscientific. We really were thinking in two 
different languages; from his baffled expression it was 
clear that he felt the same. He recapitulated his 
point again, and again I tried to follow him. 

He was explaining the megacycle speed . . . I 
always get mixed up in these electrical energy 
expressions . . they sound so personal, so human 

A bloodthirsty horde of Megawatts rushed 
through the shallows, behind Jarl Dynamo. On the 
white cliffs Erg the Thane rallied the Ampshire 
house-carles of High Voltage and the stout Ohm 
spearmen for a counter-attack ...’. 

Somehow I wasn't listening to Crew-cut any 
more . . . I forced back my wandering attention. I 
could follow his main argument but there was a 
hiatus. Just then the auditor intervened gently to 
ask if he could recap for a.moment; his analysis 
was electrifying. Maybe he'd listened more closely, 
maybe he'd had some experience; anyhow he linked 
the two approaches of the professional accountant 
and of the mechanical craftsman into a coherent 
whole. Production control and the patterns of 
invisible coded channels became one and the same 
thing; we got the message — like when, you've got 
the road map upside down and the A. A. chap puts 
you right. Crew-cut smiled cheerfully and we 
realized how unobtrusively efficient he'd been all along. 

So we finished the session with some progress 
achieved. We'd started confused and we were still 
confused, but now at a much higher level. 
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Finance and 
Commerce 


Losses in France 


d Ka accounts of Wilmot Breeden (Holdings) Ltd, 
which form this week's reprint, are presented in 
two parts this year to give shareholders a detailed 
view of the troubles the company has met in its 
developments in France. The group is in car com- 
ponents and, in an effort to climb over the European 
Common Market tariff wall, an ambitious programme 
of European expansion was launched. 

Putting the present European position in a nutshell, 
Mr D. L. Breeden, the chairman, says that up to the 
end of 1962, of the total of just over £5 million in- 
vested in Europe about Zr-r million has been either 
lost or is likely to be written-off. Of the remaining 
£4 million, about £3:6 million was provided by 
loans raised in Switzerland and France, and the 
balance represents the equity interest of the parent 
company. ‘By the end of 1963’, he adds, ‘it is likely 
that the losses in France will have risen by about a 
further £1 million.’ 

Mr Breeden emphasizes that there is no certainty 
that the operations in France will become profitable. 
The French companies depend on the fortunes of 
the French motor industry, and in particular on the 
prices which can be negotiated for their products 
sold to the French car manufacturers. 


Costing Weakness 


The reference to the prices to be negotiated is 
something more than an obvious remark. Behind the 
difhculties of the French enterprise lies the familiar 
point of inadequate costing. Mr Breeden, in his 
statement, takes shareholders back to the middle of 
June when the board referred initially to the French 
losses and to the appointment of Associated Industrial 
Consultants Ltd to report. . 

The report, he says, showed that the period of 
time and the finance required to make French 
operations profitable had been very much under- 
estimated 'and that weaknesses in the costing system 
had allowed over-optimistic estimates of actual 
performance to be reflected in the interim accounts. 
Furthermore, many of the selling prices fixed for 
our products had proved too low in relation to costs'. 

Barton Mayhew, Horton & Turquand Youngs, 
Chartered Accountants, of Paris, were also engaged 
to report and told the board that ‘the accounts 
presented to the board for 1962 and earlier years 
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contained several items shown as assets which would 
not normally have been so treated in the United 
Kingdom and that insufficient provisions had been" 
made against certain liabilities’. To deal with that 
position a provision of £350,000 has been made in the 
accounts of the European Group. 


Capital Losses 

Difficulties in recruiting labour and management 
were experienced and French Government subsidies 
on the basis of labour employed 'induced the 
management to increase the numbers employed far 
too rapidly’. The present position is that manage- 
ment has been reorganized, and finance to the extent 
of ten million new francs has been raised on an 
interest-free loan basis from French industrial 
sources with an option to convert into share capital 
in 1964 — the result of the option being to cut— 
Wilmot Breeden's equity interest to 70 per cent. 

The whole of the losses sustained in France up 
to December 31st, 1963, will be dealt with as capital 
losses and will be set off against group capital 
reserves at that date. With that in view, the fixed 
assets of the principal United Kingdom subsidiaries 
are being revalued and the resulting surplus, when 
added to the other capital reserves (excluding share 
premium account) will exceed the total of the net 
losses likely to be sustained. 

Meanwhile, the losses up to the end of 1962 have 
been carried forward in the accounts of the European 
Group and it has not therefore been considered 
appropriate to deduct the 1962 losses from the 
profits of the group earned ,outside continental 
Europe. 

EM 

Joint Auditors l 

The loans raised in Switzerland by Wilmot Breeden 
Continental S.A. in 1961 are now routed through 
the parent company but further short-term borrowing 
in Europe will be necessary and, at a later date, 
there will have to be a general reappraisal of the 
group's long-term financial requirements. 

Preference dividends by the parent company, 
earlier deferred, are being paid to date and payments 
will continue normally; but at this stage it is impos- 
sible to say whether or not any ordinary dividend 
will be paid for this year. For 1962 the company paid 
an interim dividend of 44 per cent, but no final 
payment. o. 

Barton Mayhew & Co have been appointed joint 
auditors of the parent company with Thornton Baker 
& Co. Mr Breeden emphasizes that this step has been ` 
taken with the full agreement of Thornton Baker & Co, 
who will continue to be responsible for the audit of 
the principal operating companies in the United 
Kingdom. 

The appointment of Barton Mayhew & Co 
naturally turns on the report of Barton Mayhew, 
Horton & Turquand Youngs on the continental 
subsidiaries. 
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CITY NOTES 


| Bes G reached new peaks and having dis- 
played pronounced firmness during the period of 
Governmental hiatus, the stock-markets- have since 


quietened down. A brand new Prime Minister is most . 


unlikely to go to the country quickly and general 
election day is still some way off. The political risk 
in the market, however, is now clearly heavier than 
it was when prices were a fair degree lower than they 
are at present. 

The economy is in good shape and should improve 
further, particularly now that there are firm signs 
that the heavy industries are at long last benefiting 
from last year’s capital investment incentive measures. 
Industrial company. news, therefore, should remain 


encouraging and there will certainly be a temptation. 


in company boardrooms to pay higher dividends 
while the going is good. : 

The investment problem, however, is to gauge the 
extent to which the better economic news is already 
being discounted. Traditionally, the market discounts 
prospects six months ahead and if the general election 
is six months away, then less political uncertainty 
rather than more good economic news is what the 
market needs. 

The political polls rather than the production index 
may become the stronger influence on the course of 
equities in the immediate future and the temptation 
to take profits 1s likely to become increasingly more 
difficult to resist. 

SS Ze * $ 


HE new stock exchange account beginning on 
Monday sees the introduction of the new stock 
transfer form and procedure. Both are the result of 
long discussions by a committee representative of 
the City and of company administration. What the 
new system needs now is collaboration from companies 
themselves. 
The move towards the dropping of registration fees 


~ 


is only slowly gathering momentum and some com- ` 
pany administrations may not take kindly to the 
acceleration of procedure at which the new system is 
aimed. There may also be a tendency for investors to 
expect the new system to work almost ‘jet-propelled’ 
wonders, but, given goodwill and an intention to make 


. the new system effective, its worth should become 


apparent comparatively quickly. 
* + $ * 


HE Building Societies Association's Council at 

its meeting on November 8th next, is considered 
most unlikely to follow the line of the non-member 
Halifax Building Society and recommend a general 
reduction in interest rates. The Halifax is very much 
a law unto itself and its decision to reduce its lending 
rate from 6 per cent to 52 per cent and its main share 
interest rate from 3} per cent to 34 per cent from the 
beginning of next February, reflects an adjustment to 
the Society's own particular needs rather than any 
policy line which building societies as a whole might 
wish to follow. The Halifax this year has seen such a 
heavy inflow of funds that a downwards adjustment 
in interest rates is necessary to put a brake on growth 
which has been moving a little too quickly for the 
Society’s comfort in the past few months. 


* * * 


NSURANCE company interim dividend state- 

ments are showing that the raising of insurance 
premiums came too late to bring any recovery in 
earnings this year. Companies maintaining their 
interim dividends have indicated that the payments 
have not been earned because of continuing under- 
writing losses. Any turn for the better must depend "^ 
to a considerable extent on this winter's weather. 
Another winter like the last and insurance companies 
may have to wait even longer for a turn for the better 
in earnings. | 


RATES AND PRICES 


Closing prices, Wednesday, October 23rd, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


$ Bank Rate 
Dec. 8, 1960 5% ' Mar. 8, 1962 5$% 
July 26, 1961 795, Mar. 22, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 44% 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
l Treasury Bills 
Aug. 16 £3 13s 973d% Sept. 20 £3 13s 8-92d% 
Aug.23 £3 14s o60d% Sept.27 £3 13s 588d% 
Aug. 30 £3 148 544d%  Oct4 £3 128 487d% 
Sept.6 £3 14s o79d% Oct. mn £3 128 432d% 
Sept. 13 £3 13s 11°83d% Oct.18 £3 148 2°36d% 
Money Rates 
Day to day 21-3895 4 Bank Bills 
7 days 24-38% 2 months 36-34% 
Fine Trade Bills 3 months 3$-3 5 % 
3 months  '" 5-516 4 months 35-3 1 76 
4 months 554% 6 months 34-4 % 
6 months . 546% 


- Conversion 6% 1972 108} 


Foreign Exchanges 
New York 27791$ Frankfurt II'I2Ẹ 
Montreal 43014; Milan 1741 
Amsterdam . Look Oslo 20:028 
Brussels ` ` 139:72i Paris 137718 
Copenhagen 19:32i Zürich 12:071 
Gilt-edged 
Consols 4% 71d Funding 3% 59-69 93% ` 
Consols 24% 464 Savings 3% 60-70 904$ 


Savings 3% 65-75 841% 
Savings 24% 64-67 94% 
Treas’ry 54% 2008-12 100% 


Conv'sion 54% 1974 1044s 
Conversion 5% 1971 1024 


Wd afi 


Conversion 34% 1969 os de Treasury 5% 86-89 95% 
Conversion 33% 4. Treasury 34% 77-80 8344 
Funding 5$% 82-84 104; Treasury 34% 79-81 824 
Funding 4% 60-90 967; ‘Treasury 24% 45% 
Funding 3196 99-04 72% Victory 4% ` 98 A 


Funding 3% 66-68 94 War Loan 34% . 644 
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Have vou ever worked out how much time and trouble you and your department are put to 
whenever the company raises capital by a Rights Issue, The Company Secretary on the left 
clearly hasn't; and from time to time his office looks something like this. The other Secretary 
is simply dictating a letter to Philip Hill, giving them the terms of the issue. There are so many 
ways in which Professional Registrars can ease a Company Secretary's burden. Write or 


3 D 


telephone—Edwin J. Bennett, — 


PHILIP HILL, HIGGINSON, ERLANGERS LIMITED 
Registration Department, 
d 6 Greencoat Place, S.W.1. 


"eme iensastentesemtcsssass Tate Gallery 4321 ) 
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fenaring payrolls or counting cosh... 


Preparing payrolls? Dial the number of priate number has been delivered an automatic 
notes required - any number from 1 to 99- stop comes into operation. 

and the NOTEMASTER counts them off at Counting cash? Load the notes - old, new or 
the rate of ten a second! When the appro- mixed-into the NOTEMASTER, press a button, 
and they are counted into hundreds- again at 
the rate of ten a second. 

A printing attachment is available for cancel- 
hng, dating or endorsing forms and cheques. 


- 


* May we demonstrate 
the NOTEMASTER to you?  - = 


De La Rue Instruments Lid. 


168 -172 Old Street, London, E.C.1. 
Telephone: City 5722 
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©- Cost Accountants’ Banquet 


in Guildhall 


The Institute of Cost and Works Accountants held 
a banquet in Guildhall, London, on October 17th, with 
the President of the Institute, Mr C. Eric Power, 


F.C.A., F.C.W.A., in the chair, Nearly five hundred | 


members and guests attended. 

The toast of "The Rt Hon. the Lord Mayor, the 
Corporation of London and tke Sheriffs’, was proposed 
by Mr J. P. Wilson, F.c.w.a., a Vice-President of the 
Institute, and in his response the Lord Mayor, 
Alderman Sir Ralph Perring, stated that the qualities 
required of members of the Institute were extreme 
competence, good judgement, a high degree of pro- 
«fessional skill and absolute integrity, and it was the 
Institute that set and mairtained these very high 
standards. 

After forty years’ experience of Dienes life, the 
Lord Mayor said that he felt sure it was loyalty to 
one’s fellow beings and by one’s fellow beings that 
made for better efficiency and enthusiasm in whatever 
work was being undertaken. The success of any 
enterprise depended on personal goodwill to each 
other as much as the accuracy of machines. 

Proposing the toast of “The Institute of Cost and 
Works Accountants’, the Rt Hon. Lord Netherthorpe, 
Chairman of the British Prodactivity Council, referred 
to the launching of National Productivity Year in 
Guildhall. last November when the Lord Mayor had 
taken the chair. The Year was conceived, said Lord 
Netherthorpe, as a national campaign to create an 
awareness throughout the whole community that 
m 


increasing productivity was a prerequisite to meeting 
the imperative need of a healthy rate of economic 
growth. Productivity, he declared, knew no boundaries 
of capital, management or labour for in every single 
facet of human endeavour there was room for 
improvement and it was no empty slogan to say 'there 
is always a better way’. 

Commenting on the important part played by cost 
accountants in industry, Lord Netherthorpe said: 


*One of the critical tools of management is the information 
which your members are uniquely equipped to provide and 
l would place it in four distinct categories. The modern 
cost accountants are there to provide, first, the statistical 
and financial background for the formation of production 
policies. Their resources are then available for the measure- 
ment of the extent to which that policy has been carried 
out. Then also they are capable of measuring the success 
or otherwise of the policy and, if necessary, provide 
guidance for change. In essence the cost accountant's 
information really enables us to measure output in relation 
to consumption of resources, which is the very essence of 
productivity, Especially is this so when time in terms of 
human effort is recognized as one of our primary resources. 
Only people trained in the most up-to-date and ever- 
evolving techniques.of cost and works accountancy can 
furnish the requisite data to permit of proper judgements to 
be exercised. I will not even mention such complex 
techniques as linear programming. 

*It is, therefore, most fitting that your Institute promotes 
not only the curricula for training but also the ladder of 
opportunity for those already in industry to aspire to the 


only qualification that can be attained x people who have 





"The Lord Mar. Mr C. E. Power, President of The Institute of ( Cost "m Works peee 
and Lord Netherthorpe, at the Guildhall banquet. 
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graduated through the hard school of practising accountancy 
within industry, and particularly for those who never had 
the opportunity of being articled in the profession.’ 


In response to the toast the President, Mr C. Eric 
Power, observed that the Institute had now entered 
its forty-fourth year and could still be regarded as 
comparatively young and ‘like the young’, he said, ‘it is 
vigorous and healthy'. 

The influence of science and of technological and 
social changes on industrial activity inevitably raised 
business problems of great complexity requiring 
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matic processes and controls was only one of these as 
was the influence of the computer on the techniques 
providing management information. Nothing could 
be more important, he said, than that management, in” 
forecasting and planning their future policies, should 
have at their service specialists who were fully 
competent to make full use of these techniques and 
to this end he expected members of the Institute to 
make an even more significant contribution in the 
future. 


decision, said Mr Power. ‘The development of d 





= NEW ERA 
OF SPECIALIZATION 


Research Committee was formed, and had changed all 
that. There had been a tendency to regard those who 
éntered industry as having left the profession, but now 
‘we look on all as members of one profession — — whether 
in practice or in industry’. 

Proposing the toast of the Institute, Mr E. R. 


'. Frizelle, M.C.H., F.R.C.S.(ED)., a surgeon and President__ 


President's Remarks at Leicester 


The accountancy profession was entering a new era of 
specialization in which the younger generation will have 
wonderful opportunities, declared Mr R. P. Winter, 
C.B.E., M.C., T.D., D.L., F.C.A., President of The Institute 
of Chartered Accountants in England and Wales, at 
Leicester on October rsth. 


Mr Winter, who was responding to the toast of the ` 


Institute at the annual.dinner of the Leicestershire 


and Northamptonshire Society of Chartered Account-: 


ants at the Grand Hotel, said that the days had passed 
when accountants merely recounted the historical 
year; now it was necessary to be more conscious that 
the future mattered and concern for the past must be 
as a basis for forecasting the future. Small businesses, 
he added, would welcome me professional adviser. He 
continued: 


‘We are doing all we can to encourage the younger 
members. We hope the new generation will regard the pass- 
ing of the Final examination not as an end, but a start for 
future research.’ 


Universities courses, he said, could be an indirect 
help to young people wishing to become accountants. 
It did not matter what they learned, for university 
training gave them the essential discipline needed on 
entering offices. He hoped the time would come when 
Leicester University gave assistance for running 
special courses. 

"We are entering a new era of specialized work and 
the younger generation will have wonderful opportu- 
nities,’ stated Mr Winter. 


District Sociciues 


Referring to the importance of the district societies, 
the President said: 


“The district societies are increasing in size and the greater 
responsibilities of the Institute means we cannot do every- 
thing in London and must rely, to a great extent, on the 
district societies, which have an important place in the 
structure of the Institute. We appreciate the work done by 
societies.’ 


Observing that before the last war, the Institute was 


mainly an examining and disciplinary body, Mr 
Winter went on to say that in 1942, the Taxation and 


of Leicester Rotary Club, said that there was scarcely ` 
an activity in modern life in which accountancy was 
not represented. Accountancy was the fastest growing 
profession and outnumbered the lawyers E «three to one. 

After a short appraisal of the work of tae profession, 
reminding members of their impartiality and their 
appreciation of the moral distinction between evasion 
and avoidance in tax affairs, Mr Frizelle spoke of the 
origins of the profession which, he said, were by no 
means as respectable as its reputation today. 

‘Your beginnings were squalid, 150 years ago, when to 
be seen talking to an accountant was shameful and-for one 
to been séen entering your house was dreadful. There was 
a formidable array of clerks, valuers, collectors of taxes, 
secretaries of various concerns, Gees and others, 
giving an aura of gloom. 

‘As accountants, you have now come to a position of im- 
mense power, being able to discern the trees from the wood 
and helping people who have a fear of figures. Added to this 
is an aura of mystique. 

"You have gone from obscurity to fame and fore. 


Important Place in Industry 


Accountants, he said, had also achieved a most im- 
portant place in the management of industry. 

“You know more about companies than most directors, 
and while company tax brought you into industry, income 
tax has brought you into the home.’ 

Mr Frizelle said there were seventy-eight practising 
firms in Leicester and 260 individuals not in practice. 
Although firms were the only training places for those 
who saw in industry satisfactory roads to fame ahd 
fortune, he believed the time would come when there 
would not be enough offices to train all those wishing 
to enter the profession. 

He added that while it was difficult to imagine the 
profession as an extension of the public service, who 
would have thought, long ago, that his profession — 
medicine — would be a nationalized profession? ' - 

Mr G. L. Aspell, T.D., D.L., F.C.A., President of the 
Society, who presided at thé dinner, proposed the 
toast of “The Guests,’ welcoming the Lord Mayor of 
Leicester, Councillor Mrs Constance Jackson, who was 
the only lady present, and the Mayor of Northampton, 
Councillor G. J. Hackett, J.P. Mr T. A. Fraser Noble, 
M.B.E., M.A., Vice-Chancellor of Leicester University, 
replied. 
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CHARTERED ACCOUNTANTS’ DINNER AT HULL 


Recruitment for the accountancy profession and the 
shortage of good teachers of accountancy were among 
topics referred to by Mr Percy F. Carpenter, F.C.A., 

Immediate Past President of The Institute of Chartered 


Accountants in England and Wales, speaking at the ~ 


annual dinner of The Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants held 
in Guildhall, Hull, on October 18th. 

“We have a very fine heritage and it is up to us to see 
that our recruits are of the right calibre’, said Mr 
Carpenter. 

‘I think we are getting our fair share of the brains of the 
_~gountry. We are strengthening our bonds with the 
"` universities and although perhaps we still cannot promise 
our entrants those very happy financial rewards which they 
deserve, we can at least offer them a very satisfying and 
worth-while career.’ 


Cpntacts with Universities 


Mr Carpenter went on to say that one thing the 
profession was rather short of was good teachers in 
accountancy. It had been found in contacts with the 


we 


` universities, particularly the new universities, that 


they were keen on developing accountancy as a 
university subject and he hoped that some members 
would take up such academic work. 

"he greatest contribution that our Council can 
make is to uphold and enhance the prestige of the 
chartered accountant’, Mr Carpenter continued. 

Mr Carpenter was replying to the toast of “The 
Institute of Chartered Accountants in England and 

proposed by Mr A. Stead, of Sheffield, 


Wales’ 
om, E EE Midland Bank Lid. whosad he had 


D 
ent 


always regarded the title of chartered accountant as 
most dignified and most impressive with its element 
of the austere and with its hint of ‘mystique’. 

' All of those facets contributed to the- general 
high standing and reputation of the - chartered 
accountant, but in addition there was the further 
attribute they seemed to possess of imperturb- 
ability —.a ess and a patience, which neither 
folly, stupidity nor provocation could shake. That quite 
invaluable quality they shared only, of course, with 
the bankers, he added amid laughter. 

Reminding members that in just seventeen years’ 
time the Institute would be one hundred years 
old, Mr Stead emphasized the importance of their 
charter. A charter was a written grant of rights by a 
sovereign or legislature: a right was an entitlement to a 
privilege .and a privilege necessarily attracted a res- 
ponsibility, he declared. 

‘It is widely recognized that your professional 
education is of the very finest’, continued Mr Stead. 
‘Do let us see that the wider education and experience 
is just as fine.’ 


. Man of Affairs "E 
"Ihe training in which I know Mir Carpenter is vitally 
interested must not only be in a narrow technical sphere. 
A budding accountant must not be ‘cloistered, = must þé a 
man of affaires, : : ; 1 


‘Let us ensure as far as ever we can that the chartered 
accountants who are growing up are those who will make 
things happen. What a wonderful opportunity and respon- 
sibility there is for we “middle-aged” men in training our 
successors in this remarkable day and age of speed where, 
if a thing works it's obsolete. It seems to me that every 
established chartered accountant should be training and 
inspiring his young men to the extent that they are eager 
and able to do his job long before he's ready to give it up. 

Proposing the toast of ‘Our Guests’, Mr C. G. 
Heselton, F.C.A., President of the Society, welcomed 
all the visitors and paid a special tribute to the loyal 
and devoted service which, he said, the Lord Mayor 
of Hull, Alderman J. G. E. T'eskey- King, was giving 
to the community not only in connection with his 
civic duties but also in various charitable activities into 
which he entered so whole-heartedly. Mr Gilbert Gray, 
barrister-at-law, replied in light-hearted vein. 


New Legislation 


The date indicates when a Statutory Instrument 
becomes effective 


STATUTORY INSTRUMENTS 


The Protection of Depositors (Contents of Adver- 
tisements) Regulations, 1963 
(S.I. 1963, No. 1397) 
These Regulations, which are made under the Protec- 
tion of Depositors Act 1963, specify the matters which 
must, and also those which must not, be included in 
advertisements inviting the public to deposit money 
with companies. Ín particular, Regulation 9 restricts 
the use in such advertisements of the words ‘bank’, 
‘banker’ and ‘banking’. . 
Price 5d net. . October roth, 1963. 
The Protection of Depositors (Exempted 
Advertisements) Regulations, 1963 
(S.I. 1963, No. 1398) 
These Regulations, which are made under the Protec- 
tion of Depositors Act 1963, specify the classes of 
advertisements which ate exempted from the restric- 
tions on the issue of advertisements inviting deposits 
contained in section 2 of the Act. 
Price 5d net. October roth, 1963. 
The Stock Transfer Act, 1963 (Commencement) 
Order 1963 


(S.I. 1963, No. x592 (C. 14)) 
This Order brings into force on October 26th, 1963, 
the provisions of the Stock Transfer Act, 1963, other 
than section 5 (3) which came into force on the passing 
of the Act. The main purpose of the Act is to simplify 
the procedure for transferring registered securities. 


Price 3d net. September 19th, 1963. 
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For Point-of-sale Control 


FTER more than a year on the market, the 

Economiser itemizing cash register, introduced by 

the Regna Cash Register Co, has proved to be a suitable 

machine for the small retailer, for whom it was 
` originally designed, and also for many large stores. 

The Economiser issues a receipt to each customer. 
Though many retailers like this idea, there are some 
who prefer to keep a tally roll intact inside the machine 
for daily or weekly auditing purposes. 

To this end, Regna have now introduced a com- 
panion model which does not issue a receipt, but retains 
inside the machine the printed details of all transactions. 
The new Economiser is suitable for bars and the like, 
where customers do not expect to be given a receipt. 
At the same time, however, it is desirable for the 
management to know the statistics of each sale period. 

The latest model has all the features of the original 


Economiser; the magnifying window, easy conversion ` 


to decimal coinage, quick-change audit roll, interrupt 
and adding-machine facilities, and six itemizing and 
identification buttons. A correction button is also 
provided; this allows amendments to be made to 
amounts incorrectly registered on the keyboard. 

. Price: £124. 

The Regna Cash Register Co, 26 Old Bailey, London 

EC4. 
Duplicating and Printing 
EWES T of a long series of duplicators is the Ormig 
AV Duo — a machine that can be used either for 
direct litho or hectographic copies. | 

Direct litho line selecting and duplicating is done 
from a metal-foil master which will provide a large 
number of fade-proof copies, tickets or labels. No 
cleaning or special chemicals are necessary, just 
replenishment of the ink reservoirs from time to time. 
Short-run line selecting and duplicating is carried out 
in the normal way with hectograph paper masters. 

The AV Duo has variable data printing units so that 
it can produce in one pass, both variable and static 
headings as well as one, two or three selected lines 
simultaneously. The machine is mounted on a specially 
designed stand to allow comfortable operation from a 
sitting position. 

Price: £1,450 

Geo. Anson & Co Ltd, Solway House, Southwar 
Street, London SEr. 
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New Offi 


HE Gestetner 201r offset-litho machine enables a 
complete printing cycle to be programmed on its 
control panel and once the operation cycle begins, the 





LN "e. 
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Gestetner Offset Duplicator 
machine does the rest. The machine was designe 
specifically for high-speed production and short runs — 
at rates impossible in manual operation. After loading, 
dampening and inking the plate, the machine auto- 
matically transfers the ink image to the blanket and 
feeds the required number of sheets of paper. At the 
conclusion of the run, the plate is automatically pre- 
pared for filing, the blanket cleaned and the machine 
stopped in a position ready for the next plate. 

Price: £2,100 2 
Gestetner Duplicators (B.S.O.) Ltd, 210 Euston’ 
Road, London NW1. 


Lightweight Typewriter l 
LEETWING is the name of a new typewriter 
designed for the user who needs a machine light 

enough to move from place to place, but`sturdy . 
enough for a deal of use. The machine, which with its 
carrying case weighs 204 lb. (16 lb. without the case), . 
has most of the characteristics of a standard model. 
The carriage is 11 in. long and has a 10°3 in. typing 
line; there is a left and right shift mechanism which is 
as fast as that ona full-size machine and the letter- 
space scale is zeroed for easier centring of display work. 
Fleetwing has a 44-key, 88-character board and a 
regulator to adjust the touch to suit the user. Other 
useful features include a telescopic paper support and 
page-end indicator, eraser table, plastic aligning scale 
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and card holders, keyboard tab setting and cancellation. 
A device, operated by the carriage-return lever, locks 
the carriage and prevents it from moving once the 
-machine is zipped into its black and cream plastic case. 
The machine itself is finished in grey and measures 
123 in. by 13 in. by 5 in. without its case. 
Price: £30 10s. 


oe Rand Ltd, 65 Holborn Viaduct, London 
2. 


Spirit-process Addressing Machine 


DDRESSES can be hand-written or typed on 

masters which are backed by hectographic carbon 
—ih the Copysol addressing system. The masters, each 
capable of making r50 or more copies, are loaded up 
to 200 at a time in the magazine of a hand-operated 
addressing device. 

The envelope or form to be addressed is placed in 
the bed of the addresser; with the movement of a 
lever, a portion of the envelope is dampened by fluid 
and a layer of the carbon removed for the address to be 
transferred from master to envelope or form. The 
master is then removed, for the next one to be ready at 
the print position. A speed of ten to fifteen addresses a 
minute. is claimed. 

An additional feature of the Copysol addresser is an 
inked pad which fits on the bed of the unit and converts 
it to a simple stencil duplicator. 

The maximum printing area for both stencils and 
addresses is 12 in. deep by 2j in. wide; thus, addresses 
can be of eight typed lines ~ more than enough for 
post addressing requirements. 

Price £31 10s. 

d G. Solomon, 93 Tottenham Court Road, London 

I. 


Thirteen-total Accounting Machines 


EW models of the National Class 33 direct-entry 
accounting machine are now in production at the 
Dundee factories of the National Cash Register Co. 

Each model has thirteen add/subtract totals, all with 
automatic credit balance and keyboard selection. This 
facilitates such tasks as job costing and the preparation 
of industrial payrolls. 

A built-in electric typewriter, with a repertoire of 
seventy-two characters, enables 'narrative' to be typed 
on business forms at the same time as the essential 
figure-work is done. All models can be coupled to 
paper tape or card punches and can thereby create 
a computer input as a by-product of their normal 

work. 

"^ As with other National machines, most of the 
calculating and printing functions are controlled by an 
interchangeable programme bar attached to the 
carriage. About one hundred different functions can be 
performed automatically as a result of this programming 
system. The interchangeability of the programme bars 
enable the machine to be switched from one job to 
another in a few seconds. 

The new models retain the features of the established 
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Class 31, Class 32 and Class 33 machines. These 
include extra-wide carriagé with dual feed and (if 
required) split platen, and full amount keyboard on 
which numbers are entered in the sequence in which 
they are normally written or typed. 

Class 33 machines with either seventeen or twenty- 
one totals are also available for use when figures have 
to be accumulated under a large number of column 
headings. 

Price: From £2,200 to £2,600. 

National Cash Register Co Ltd, 206 Marylebone 
Road, London NWi. 


Twenty-station Collator 


RDINA is the name given to a twenty-station 
automatic collator by Archimedes Diehl. 'T'he ma- 
chine collates 25,000 sheets an hour, jogs them into sets 
of twenty and off set stacks them in one operation. Yet 
it is claimed to be so simple to use that the least experi- 
enced office worker can load, control and operate it. 
It was shown at this year's Business Efficiency Exhibi- 
tion for the first time, though installations of the Ordina 
have already been made in the United Kingdom. 
The sheet sizes the machine deals with range from 
5 X 54 to 9 X 14 in. and each station may be loaded with 
approximately a 2i in. high stack of paper. A great 
virtue is the ability of the machine to handle different 
weights and sizes at the same time. 
Price: From £1,498. 
Archimedes Diehl Machine Co Ltd, Chandos 
House, Buckingham Gate, London SW1. 


The Ordina 20-Station Collator 


Filing and Record Keeping 


AILEX. lateral filing equipment, claimed to be the 
first produced in this country, is now firmly estab- 
lished. Railex is two systems ~ the Railex 221 with ham- 
mock style pockets linked together and separate inner 


folders, and the Railex Hook-on where the complete 


file is removed from or inserted on the suspension rail. 
The cabinets which house Railex filing, all strongly 
made of steel and finished in light grey (other colours 
available if required) are available with the various 
kinds of front closures. 
Frank Wilson (Filing) Ltd, Cross Street, id 
Lancs. 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs NEWTON, ARMSTRONG & Co, Chartered 
Accountants, announce that the partners have been 
joined in partnership by Mr M. A. B. JENKS, A.C.A., of 
Messrs JENKs, PercivaL & Co, Mr Frank WEBB, 
F.C.A., of Messrs DERBYSHIRE & Co, and Mr DONALD 
SMITH, F.C.A., of Messrs WEST, WAKE, Price & Co. 
Messrs NEwTON, ARMSTRONG & Co, also announce 
with regret that, owing to ill health, Mr S. Bay iss 
SMITH, F.C.A., has retired from the partnership. 

Messrs WHINNEY, Murray & Co, announce that, 
as from October ist, 1963, they have admitted as a 
partner in their Libya offices, Mr J. P. LEGG, F.c.a., 
the manager of those offices. 


Appointments 


Mr A. S. Curbishley, ong, A.A.c.c.A., has been 


appointed head of finance of the Independent Tele- . 


vision Authority. 


Mr B. R. Garner, A.C.A., division manager of Eli Lilly 
& Co Ltd, has been appointed secretary of the com- 
Pany as from October 1 5th, 1963. 


Mr H L. Hudson, F.c.a., has been appointed 
financial director of Hard Metal Tools Ltd and 
Wickman Wimet Ltd. 


Mr A. G. Martin, F.c.a., will become northern area 
manager of Industrial and Commercial Finance 
Corporation Ltd, as from January 1st, 1964, in succes- 
sion.to Mr G. M. D. Drummond, rF.c.4., who is relin- 
quishing the position on December 31st, next. 


Mr L. P. McAllum, C.A., secretary of Metal Box Co 
Ltd, has been appointed a director of the company. 


Mr J. F. Nash, F.c.a., has been appointed a director 
of Western Licensed Supplies Ltd. 


Mr R. E. Palmer, F.a.c.c.a., has been appointed 
financial controller of the Records and International 
Division of Electric & Musical Industries Ltd. 


Mr Geoffrey Pawlyn, F.c.a., has been elected chair- 
man of Ransomes, Sims & Jefferies Ltd following the 
retirement of Sir Reuben Hunt, and Mr J. G. Adams, 
. A.C.A. has been appointed a director of the company. 

Mr William J. B. Thomas, A.C.A., has been appointed 
a director of Bristol Street Motors Ltd. 

Mr A. J. Turner, F.C.A., A.T.1.1., has been appointed 


group taxation accountant and assistant group account- 
ant of International Paints (Holdings) Ltd. 


Mr J. R. M. Valentine, C.A., A.C.LS., has been 
appointed an executive director of Adamant & Western 
Engineering Ltd, and of all its subsidiaries, with the 
special responsibilities of finance and administration. 


Mr G. S. P. Vassallo, A.A.C.C.A., has been appointed 
chief accountant of Communication Systems Inter- 
national Ltd. 


Mr H. W. Williams, A.A.C.C.A., has been appointed 
commercial director of Smith-Corona Ltd, while 
retaining the position of company secretary. ` 


+ 
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INSTITUTE'S NEW PREMISES 


The Institute of Chartered Accountants in England . 4 
and Wales has leased City House (56-66 Goswe 
Road, London EC1) and Eileen House (26-34 Old 
Street, London ECr) and expects to move its offices 

to these premises early in the New Year. 


MONOPOLIES COMMISSION 
Chartered Accountant Appointed Member 


Mr Philip Gordon Walker, F.c.A., has been appointed by 
the President of the Board of Trade as a part-time 
member of the Monopolies Commission for a period of 
three years from October 17th, 1963. — 

Mr Walker, who. was admitted to membership of 
The Institute of Chartered Accountants in England and 
Wales in 1935, was until recently managing director 
of the Reed Paper Group, a position which he had 
held since 1951, and is now on the board of The 
Metal Box Co Ltd. He is also chairman of Wal aed 
(Century Oils) Ltd and of Alfred Sheldon & Sons 
Ltd, and a director of Martins Bank Ltd (London 
District Board), Sun Alliance Insurance Ltd and Sun 
Life Assurance Society. 


FIRM'S SEVENTY-FIFTH ANNIVERSARY 
A dinner party attended by twenty-two of the twenty- 


three partners of two Norwich firms of chartered 


accountants was held at the Royal Hotel, Norwich, 
on October 12th, to celebrate their seventy-fifth 


anniversary. Seventy-five years ago the late Charles 


Larking commenced practice as an accountant on the 
second floor of a building in a back street in Norwich. 
The practice has now grown into two firms, Larking 
& Larking and Larking, Larking & Whiting. 








ROYAL EXCHANGE 


INCORPORATED A.D. 1720 
Heran Orrice: ROY AL EXCHANGE, Lonpon. Branches throughout the Country. 


ASSURANCE : 














Accountants are 
invited to apply for the 
Corporation's Agency. 
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THE SHEFFIELD AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


p The 1963-64 programme of the Sheffield and District 


Ki 


Society of Chartered Accountants commenced at the 
end of last month and four meetings have so far been 
held, including a visit to the glass works of Beatson, 
Clark & Co Ltd, of Rotherham. 


Further meetings have been arranged as follows: 


November 5th, 12.30 p.m. for 1 p.m. Luncheon meeting 
at the Station Hotel, Chesterfield. 

November 14th, 5.45 p.m. Lecture: ‘Share valuations’, 
by Mr T. A. Hamilton Baynes, M.A., F.C.A., at the 
Grand Hotel, Sheffield. 

November 22nd, 7.30 p.m. for 8 p.m. Dinner dance at the 
Kenwood Hall, Sheffield. 

January 7th, 1964, r2.30 p.m. for I p.m. Luncheon 
meeting at the Danum Hotel, Doncaster. 

January 21st, 5.45 p.m. Lecture: ‘How the small 
practitioner can advise his clients on management 
accountancy’, by Mr F. C. de Paula, T.D., F.c.a., at 
the Grand Hotel, Sheffield. 

February 6th, 5.45 p.m. Management accounting meeting: 

"'Interfirm comparisons, by Dr H. Ingham, at the 
Grand Hotel, Sheffield. 

March 5th, 6.30 p.m. for 7 p.m. Annual dinner at the 
"Cutlers' Hall, Sheffield. 

March r2th, 5.45 p.m. Management accounting dis- 
cussion meeting at the Grand Hotel, Sheffield. — 

March 24th, 5.45 p.m. Lecture: ‘Investigations’, by Mr 
' C. E. Hall, F.c.a., at the Grand Hotel, Sheffield. 

March 26th, 12.30 p.m. for 1 b.m. Luncheon meeting to 
welcome newly-qualified members of the Institute, at 
the Grand Hotel, Sheffield. 

April 2nd, 12.30 p.m. for I p.m. Luncheon meeting at the 
Crown Hotel, Rotherham. 

April 12th, 3 p.m. Annual service for members of 
professional institutes and societies at the Cathedral, 
Sheffield. 

April, "Business Game', at The University, Sheffield. 

June 25th, 2.15 p.m. Annual general meeting at the 
Grand Hotel, Sheffield. 

The honorary secretary of the Society, from whom 
further information may be obtained, is Mr J. M. 
Beard, F.c.A., of Victoria Chambers, 22 Norfolk Row, 
Sheffield r. 


D 
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" BRADFORD AND DISTRICT CHARTERED 
ACCOUNTANT STUDENTS' SOCIETY 


The following meetings have been arranged by the 

Bradford and District Chartered Accountant Students' 

Society. l 

October 28th: Lecture: ‘Costing’, by Mr D. M. Feugill, 
F.C.^., Midland Hotel, 5.30 p.m. (Tea provided.) 

November rst: One-day lecture course arranged by the 
Leeds Society. Lecturer: Mr V. S. Hockley, B.COM., 


C.A., F.A.C.C.A., Leeds and County Conservative Club, 


0.30 a.m. 


. November 6th: Visit to I.C.T. Ltd, at Huddersfield. 






56 VICTORIA STREET, LONDON, SWI 


JOHN FOORD & COMPANY 
REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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LIVERPOOL CHARTERED ACCOUNTANT 
STUDENTS' ASSOCIATION 


The autumn programme of the Liverpool Chartered 

Accountant Students' Association has now commenced 

and future meetings up to the year-end have been 

arranged as follows: 

October 31st: "Modern advertising techniques,! by Mr L. 
Hamblet, M.1.P.A. p 

November r21h: Visit to Tate & Lyle sugar refinery. 
Numbers will be limited to thirty. - 

November 14th: ‘English law and.the Courts,’ by Mr E. Rex 
Makin, LL.M. 

November 22nd: Address by the President of the Institute. 

December 4th: Informal dance, At the Mardi Gras Club, 
Mount Pleasant. 

December 5th: ‘Activities of the fraud squad,’ by Detective 
Inspector Burrows, of the Liverpool C.I.D. 

December 5th-7th: Visit to Dublin, including a visit to 

^ Guiness's Brewery and a Rugby match against the Dublin 
Students on Friday; Ireland v. New Zealand Rugby 
International on Saturday. 

December 12th: ‘Merchant banking,’ by Mr T. I. F. Tod. 


Except where otherwise indicated meetings will be 
held in the library, 5 Feriwick Street, Liverpool 2, at 
5 p.m. preceded by tea, at 4.45 p.m. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


Next Week's Meetings 


The following meetings of the London Students' 
Society will be held next week: 


Monday, 5.30 p.m., at the Institute, Moorgate Place, 
ECz. Lecture on “The outlook for an accountancy 
career abroad’, by Mr R. 'T. Bucknell, F.c.a. 

Tuesday, 6 p.m., at the Institute: Practice debating in the 
form of a ‘Brains trust’. 

7.30 p.m., at Epsom: Lecture on ‘Income tax losses’, 
by Mr V. S. Hockley, B.COM., C.A., F.A.C.C.A. 

Thursday, 5.15 p.m., at the Institute: Introductory 
course lecture on ‘Details of final accounts’, by Mr. 
F. R. Porter, F.c.A., A.C.W.A. 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on “The taxation system’, by Mr F. R. Porter, 
F.C.A., A.C.W.A., and ‘The ownership and control of a 
business’, by Mr P. W. Medd, Barrister-at-law. 


MANCHESTER CHARTERED ACCOUNTANTS 
‘STUDENTS’ SOCIETY 


At a recent meeting of the committee of the Manchester 
Chartered Accountants Students’ Society the following - 
officers were elected for the ensuing year. 
Hon. Secretary: Mr J. Townsley, B.COM., A.C.A., 46 
Fountain Street, Manchester 2. 
Hon. Treasurer: Mr E. K. Richardson, B.sC.(ECON.). 
Hon. Librarian: Mr G. N. Elliott, A.C.A. 





: Telephone: Victoria 2002 (3 lines) 
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INTERNATIONAL FISCAL ASSOCIATION 
United Kingdom Branch 


The first meeting of the 1962-63 session of the 
United Kingdom Branch of the International Fiscal 
Association was held in London on October 1st, when 
members heard a full report on the proceedings of the 
Association's congress held in Paris from September 
16th to 2oth (a report of the congress appeared in 
The Accountant of October sth). This was followed by 
a discussion of subjects scheduled for the 1964 congress 
to be held in Hamburg. 

Among further meetings to be held by the Branch 
during the present session are: - 


November 6th: 
‘Scandinavian annual wealth taxes in practice’, by 
Professor Nielsen, of the University of Copenhagen. 

November 26th: 
“Tax aspects of pension schemes’, by Mr William 
Phillips, ops, . 

January ath, 1964: 
‘Case VII with particular reference to land’, by 
Professor G. S. A. Wheatcroft. í 

February 6th: ‘Brains Trust’. 

April 17th: Annual dinner. 

April 21st: Annual general meeting. 


The joint honorary secretaries of the Branch are: 
Mr D. I. Main, F.c.a., 9 Basinghall Street, London 
EC2, and Mr C. J. Bellenie, 6 St James's Square, 
London SW1. 


CO-OPERATION ON TAXATION 


Senior tax officials from fifteen countries are attending 
this year's British Council course on taxation — the 
tenth to be held — which commenced on October 7th, 
and continues until December 13th. 

The course gives a comprehensive picture of 
British taxation, direct and indirect, local as well as 
national. It has been arranged in collaboration with 
_ the Treasury, Customs and Excise, Board of Inland 
Revenue, The Institute of Municipal Treasurers 
and Accountants, and the Department of Technical 
Co-operation. 

For four weeks the officials are attending lectures. 
Then they will be attached to various offices in the 
above organizations for practical work. 


LONDON UNIVERSITY LECTURE 


A lecture on “The central problems in Scandinavian 
tax legislation’, by Professor T. Nielsen, Dr Jur., 
Professor of Law at Copenhagen University, will be 
given on November 7th, at 5 p.m., at the London 
School of Economics and Political Science, Houghton 
SH London WCz. Admission is free and without 
ti 


SUMMARY OF THE 1963 FINANCE ACT 


The Engineering Industries Association published- 
last week its annual summary of the Finance Act in 
booklet form entitled The Finance. Act, 1963, a- 
Summary for Engineers. Although prepared primarily 
for engineers, its simple approach to the complexities 
of the Act as it affects both individuals and companies 
should make it welcome reading for business men and | 
their professional advisers. Copies of the booklet are 
obtainable from the Engineering Industries Associa- 
tion, g Seymour Street, London Wi, price 7s 6d, 
post free. 


CHARTERED ACCOUNTANTS' GOLFING 
SOCIETY 


The autumn meeting of the Chartered Accountants’ 
Golfing Society was held at the Wentworth Golf Club 
on October 4th. The weather was sunny and the 4 
courses were in excellent condition. The meeting— 
attracted an entry of seventy-four members. Leading 
Scores: , 


Stableford Singles (East Md : Points 
J. Campbell .. . s Pa .39 
S. Pleydell-Bouverie .. 22 Pa ch 39 
R. Anderson .. EM vs - i 36 
D. H. R. Holland -" n - xs 36 
F. C. Arnold .. - Së SS Kë 36 
J. J. Jones an ta (ee wo e 36 

Stableford Foursomes (West Course) Points 
W. B. Henderson and H. C. A. Holt T: 38 
R. G. Pegler and H. C. Staines MEET 36 
R. Anderson and P. Wand .. zs st 34 
J. H. Shaw and P. G. Barber vis s 30 
J. C. Powell and J. Morris .. a 30 
S. Pleydell Bouverie and G. S. Stone Sp 30 
M. M. Freeman and E. K. Govett .. bs 30 
P. H. Blandy and M. H. Kidd Se 30 


The A. T. Turquand-Young Challenge Cup for the" 
best aggregate at the summer and autumn meetings 
was won by Mr A. Lotery with 33 points at Addington 
and 35 points at Wentworth, a total of 68 points. 

The annual general meeting of the Society will be 
held at Deal on May and and 3rd, 1964. 


CHARTERED ACCOUNTANT STUDENTS' 
CHESS CLUB 


The Chartered Accountant Students’ Chess Club has 
entered the Middlesex Chess League and during 
the winter session will be playing about ten 
league matches. Meetings are held at the Sphinx Club, 
Beak Street, London Wr, on Monday evenings and 
students interested in joining should contact the 
match captain, Mr James F. Shoesmith, 25 Southwood 
Gardens, Gants Hill, Ilford, Essex. 'l'elephone 
Crescent 9093. S 


MOTOR —— FIRE — CONSEQUENTIAL LOSS 
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The Robbins Report 


r | NHE Committee under the chairmanship of Lord ROBBINS 
which was set up in 1961 to make a systematic study of 
‘higher education in Britain, its present nature and future 

requirements, issued its report last week. 

Its main finding is that higher education should be expanded 
from 216,000 full-time students in 1962-63 to 560,000 in 1980-81. 
Of these, 304,000 should be in residence, compared with 71,000 
now. Five special institutions for scientific and technological educa- 
tion and research should be established, namely, in the universities 
of London, Glasgow and Manchester, at an existing College of 
Advanced Technology (C.A.T.), and an entirely new institution. 
Two of these special institutions should develop postgraduate 
schools of management. The C.A.T.s should be transformed into 
technological universities, to give them power to award degrees, 
and students at regional and area colleges should have the same 
opportunity for degrees as those at university institutions. 

These changes would be administered by a Grants Commissicn, 
a direct lineal descendant of the University Grants Committee, 
and responsible to Parliament, not through the 'Treasury or the 
Ministry of Education, but through a new Ministry of Arts and 
Science. A small Consultative Council of a representative kind 
would act in an advisory capacity. A Council for National 
Academic Awards, responsible to the two education ministries 
(and the Secretary of State for Scotland) would award degrees to 
students at non-university institutions. Public expenditure on 
higher education would rise from {£206 million in 1962-63 to 
£742 million in 1980-81; taking into account an expected average 
increase in per capita productivity of 31 per cent per annum, the 
proportion of the gross national product spent in this way would 
double. The report also contains many detailed recommendations 
for increasing the number of university places, changing syllabuses 
and improving the training of teachers. 

In spite of the size of this plan, the Committee point out that 
their proposals are nevertheless modest in relation to some other 
countries; in 1980-8: the proportion of young people entering 
higher education in Britain would be only one-half of the 1962-63 
level in the United States. The basic assumption upon which 
they worked was that all who are qualified to pursue full-time 
higher education should have the opportunity of doing so, and 
Chapter VI of the report describes how the calculation of places 
required was made. In fact, as the chart.at the foot of page 68 
shows, this assumption has led to the acceptance of the rate of 
growth during the last ten years as valid for the next ten, and the 
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rise in numbers over the period from 1939 to 
1981, though steep, is fairly steady. But oppor- 
tunity is a relative term, and the problem of 
restricting the number of those who get to a 
university by means of the number of places 
provided will still be with us in 198r. 

The report starts with the question whether a 
system of higher education is desirable, and 
states: 5. . . it is misleading to speak as if there 
were already a system in this sense’. 

Any system we have is the result of private 
initiatives — even the new universities owe their 
origins to local enterprise (paragraph 64, page 24) 
— yet the Committee appear to have decided that 
full scope for such private initiatives no longer 
exists, and they must be taken over by the State. 
Many thinking people will feel uneasy at this 
conclusion, holding that the duty of the State is 
to foster the initiative of private individuals, not 
to supersede them. 'The opportunity for private 
initiative, however, makes for an untidy system — 
one which offends the bureaucratic mind. It is 
perhaps indicative of this attitude that the report 
accepts the present organization of higher 
education as eminently suitable for extrapolation 
twenty years on; since it appears to cause so much 
dissatisfaction, what evidence is there that it will 
do for that time? “The present range of insti- 
tutions, if imaginatively developed, affords the 
necessary scope for new experiments and oppor- 
tunities.’ (page 272.) | 

The report mentions some of the new ideas in 
higher education which have developed outside 
the universities, a fact which should cause us to 
look at this attitude with some misgiving. 'The 
invention of broadcasting and television has 
hardly begun to influence the pattern of higher 
education in Britain. Correspondence courses, 
which appear to be performing the role of 
educating the under-privileged very successfully, 
and which are expanding rapidly on both sides of 
the Iron Curtain, are still in private hands in 
Britain, and other commercial ventures in educa- 
tion, from language schools to computer courses, 
are growing apace. We are on the threshold of an 
enormous step forward through the development 
of programmed instruction and teaching machines, 
which will certainly affect many more students 
than those in universities. It is no surprise to find 
that the subject of business studies, so much in 
the forefront of many people's minds at the 
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present time, is dealt with in the report in eight 
lines. E 

Turning to the crucial question of cost, in spite 
of a great deal of discussion on this issue, thé 
statistical material in the report does not present 
evidence of the same serious treatment that has 
been accorded student numbers. The main 
figures are, of course, cash disbursements, 
divided, it is true, into ‘current’ and ‘capital’ 
expenditure. Nevertheless, the report frequently 
refers to education as an investment, thus imply- 
ing that there is an economic return on this 
allocation. of public money, and indeed, an 
attempt to calculate the opportunity cost of 
higher education is made in Annex E to Appendix 
4. In spite of a stimulating contribution be 
Professor Bowen, of Princeton University, on ` 
'Assessing the economic contribution of educa- 
tion' (Appendix 4, pages 73-96), the Committee 
found themselves unable to put a figure on the 
return, while clear that it would be remunerative. 

Surely, this is the crux of the problem. It 
appears from the figures provided that the cost of 
a student-year in higher education is about 
£1,500; there is reason to believe that £2,000 
would be nearer the mark, particularly in the-~ 
light of current requirements for space and 
equipment. This puts the total cost of a three- 
year undergraduate course at about £6,000. Now, 
if the present value of such a course were to be~- 
not more than £6,000, then the correct procedure 
would be to re-examine the basic organization of 
higher education.in order to see whether the same 
result could not be achieved at a lower cost. The 
only rational justification for an investment of. 
this magnitude is the economic return to be antici- 
pated from it. To say that we must provide 
opportunities for higher education is one thing; 
to see that we get value for money is another. 

The Council of The Institute of Chartered 
Accountants in England and Wales, in its sub- 
mission to the Robbins Committee, drew 
attention to its expectation that a much greater 
proportion of the growing intake of students will 
in future be university graduates. In doing so, it" 
was certainly aware of the implications of this 
development for the accountancy profession. An 
increase in the numbers of graduate accountants 
will bring down the level of salaries for such 
persons if the profession is not reorganized to - 


make full use of their qualifications. 
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The Accountant in the 
Management Team 


by R. IAN TRICKER, A.C.A. 


number of young qualified accountants for 

industrial posts both in Britain and abroad. 
When discussing their career ambitions, almost 
invariably they have expressed the desire of 
ultimately ‘getting into management’. Further 
inquiry has shown their ideas of management to 
be vague. In general terms, they aspired to an 
. entrepreneur capacity, to have power, to make 
decisions; largely, one mav suspect, in contrast 
to their experience in a professional office. 

Much emphasis is rightly placed on the role 
that qualified accountants can play in the overall 
managerial sphere. To quote from the English 
Institute's ‘General Information’ booklet, ‘the 
advantages of having a chartered accountant on 
the board of directors are now well recognized 
throughout industry and commerce and the 
practice of making such appointments has grown 
rapidly’. Quite apart from specialist financial 
knowledge, the ability to assemble facts and 
present an argument logically stem from the 
qualified accountant’s professional experience. 


Qualities of a Management Accountant 


IP recent months the writer has interviewed a 


However, this emphasis ón the overall mana- 
gerial role has tended to overshadow the job of 
the management accountant. A great deal has 
been written on techniques of management 
accounting — a term which is assumed to cover 
budgetary control, cost accounting of all kinds, 


and any application of accounting knowledge or ' 


skill to the presentation of information for the 
running of the business. Surprisingly little has 
been written on the job of the management 
accountant. The man who has the personality 
and leadership, the ability to organize and plan, 
to encourage participation, to delegate and 
_ communicate, who has dynamic drive and yet is 
tactful and understanding — such a man is rare 
indeed. Yet even these are not all the qualities 
essential to the management accountant, in addi- 
tion to specialist technical knowledge. 

There is no clear, generally accepted definition 
of the scope of the management accountant's 
work. Indeed, in many organizations he is known 


by other designations. The extent of his respon- 
sibilities varies from company to company and 
often involves fields other than management 
accountancy. This absence of a clear definition is 
confusing, but for the purpose of this article, the 
objectives of the management accountant are 
defined as 'providing the accounting information 
by which other managers can manage'. Hence all 
consideration of financial accounting, statutory 
records, and so on, is excluded. 

Whatever the title, and whether the objectives 
are clearly defined or not, most enlightened 
managements today recognize the need for 
frequent internal management accounting in- 
formation. Difficulties arise, however, because 
the management accountant is not sure of his 
position in the company organization — particu- 
larly if he is playing a dual role with line respon- 
sibility for financial matters. 

Taking a simplified company, the organization 
structure might appear thus: 


Desst 


KH 
[Sales| | Production | 


Clearly the sales and production managers have 
line responsibility to the chief executive for their 
respective functions. 


Advisory Capacity 


The accountant has line responsibility to the 
general manager in so far as his financial function 
is concerned, but when it comes to his manage- 
ment accounting role ~ in which he is providing 
information on wbich the sales and production 
managers can manage — he is in a staff role. ‘That 
means that he is in an advisory capacity only. He 
offers facts and advice to them, but Zhey are 
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accountable and hence decide whether to accept 
it or.not. 

The accountant will destine and collate the 
essential information first. He knows the sales, 
and can compare performances; he records the 
production costs, and can discover excesses, 
losses and variance; he can calculate the efficiency 
of the other managers. -This puts him in a 
powerful position. 

In practice, there is a very real danger of the 
accountant usurping this power — either know- 
ingly or unwittingly — if the other managers are 
weak. 'l'o do this the management accountant 
uses his staff responsibility as though it were line, 
and reports to the chief executive who in turn 
may tend to give orders back through the 
management accountant. The accountant then 
sees himself in this organizational position: 


1 BOARD | 
| 
xd 
"MM 


[Sales | [Production| 


Àn immediate reaction to this is for the other 
two managers to build up their own sets of 
records as a defence. The longer-term reaction 
is chaos, since the accountant has blocked the line 
managers from the executive head. 

. Of course, an extreme example such as this is 
unlikely to happen i in practice. However, such a 
simplified organizational structure is equally 
unlikely. In reality, the facts are always more 
complicated and the subsequent tangle more 
obtuse. 'T'his is one of the reasons for the suspicion 
of accountants held by many line managers. 


‘Mumbo-jumbo’ 


This suspicion is heightened by another 
management accountant trick — the ‘mumbo- 
jumbo’ dodge. The management accountant 
suggests to the line manager that accounting 
techniques are so difficult and complex that 
really only the accountant can understand the 
figures. In consequence, the accountant will 
interpret the results and tell-the line manager 
what he must do to put things in order. Here 
again, the management accountant is assuming 
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line responsibility where in fact his duty is clearly 


to advise. 

This rather gloomy picture of the management 
accountant should not be taken as representative. 
Clearly in modern industry, very many com- 
panies have accurately defined job description, 
responsibility and relationship guides, and organi- 
zation charts covering the management account- 

ing function. In. these cases, he will know his job 
and his objectives. ` 

However, for the new accountant fresh from 
the professional pasture, the industrial field in ` 
management accounting has many potential 
dangers. Recognition of these goes a long way 
towards meeting them. | 


Position should be Clearly Defined 


The organization position of the management 
accountant should be clearly defined. As a staff 
manager his role is to advise, present facts, and 
make sure they are understood — but in the end 
to let the line manager make the final decision. If 
he disagrees, the line of appeal lies through his 
own manager — in the case of our simplified 
example, through the chief executive. 

The distinction between the accountant on 
the board and the management accountant must 
be appreciated. On the board, he is bringing his 
skills and professional knowledge to formulate 
the overall company policy. But as management 
accountant he brings those skills and professional 
knowledge to advise the other managers in makin 
their decisions in line with the overall policy. This 
function includes advising upwards to senior staff 
or board level where appropriate. 

Whilst being part of the management team, 


the management accountant is also the manager 


of his own staff. Here he meets the great problem 
facing all managers, that of dealing with people. 


Decision Making 
It has been suggested that the qualified accountant 
is not very- good at making decisions, that his 
training as an auditor has made him too cautious 
to take the risk involved in any major decision. 


—— 


The ability to assemble facts, to think logically, . 


to examine alternative solutions is there — but. 


the making of a decision calls for a quality not . 


taught in the profession. wet this GEES must 
be acquired. 

The work of the SE accountant- is 
one of increasing responsibility and variety. He 
has a vital place in E today asa member of 
themanagementteam. . - = nom 
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Sales in Court Winding-up.- 
POSITION BEFORE WINDING-UP ORDER 
by W. H. D. WINDER, M.A., LL.M. 


of the company cannot be disposed of after 

the commencement of the winding-up without 
the authority of the Court. The existence of this 
rule, which is contained in section 227 of the 
Companies Act, 1948, constitutes one of the im- 
portant differences between a winding-up by the 
Court and a voluntary winding-up. 

Section 227 in one form or another has formed 
part of the companies winding-up legislation 
"since it appeared as section 153 of the Companies 
Act of 1862. Shortly after it first appeared it was 
described by a Chancery judge as: 


‘a wholesome and necessary provision, to prevent, 
during the period which must elapse before a 
petition can be heard, the improper alienation and 
dissipation of the property of a company in 
extremis (Lord Cairns, L.J., in In re Wiltshire Iron 
Co, ex parte Pearson (1868, 3 Ch. App. 443). 


It is surprising, therefore, in view of the long 
history of the rule, that it was not settled before 
1963 whether or not the Court can authorize a sale 
(in relaxation of the statutory rule) before as well 
as after the making of a winding-up order. In 
most of the reported cases on the subject a-wind- 
-'ing-up order had actually EES made. 


Is a winding-up by the Court the property 


Benefit to Creditors | i 


No such order had been made when the com- 
pany in the case of In re A. I. Levy (Holdings) Ltd 
([1963] 2: W.L.R. 1464) sought to obtain the 
authority of the Court. o sell its leasehold pre- 
mises after the winding-up had commenced on a 


creditor's petition to wind up. Such a sale at that 


point of time would benefit the creditors and Mr 
Justice Buckley, after a careful judgment, held 
that he had power to authorize the sale. There is 
nothing expressly said in section 227 on the 
question whether the winding-up must have 
proceeded as far as the winding-up order stage, 
_ The section reads: 


'In a winding-up by the Cau any TU of 
the property of the company, including things in 
action, and any transfer of shares, or alteration in 
.the status of the members of the company, made 

. after the commencement of the winding-up, shall, 
unless the Court otherwise orders, be void. — . 


Ion March 1963 a petition was issued by a 


creditor to wind up the company in question and 
the petition was pending. The winding-up hac, of 
course, commenced in view of the provisions of 
section 229 of the Companies Act. The company 
owned a leasehold in respect of which it was in 
arrears of rent. The lease still had about ten years ` 
to run. To meet that liability the company 
negotiated to sell the lease for about £3,000. 

. The landlords had previously instituted pro- 
ceedings to recover possession, arrears of -ent 
and mesne profits and they had obtained judgment 
for nearly £2,000..They were, under the terms of 
the lease, entitled to forfeit it on the compaay's 
winding-up. They agreed with the company not 
to proceed on the judgment which they had ob- 
tained until an application for a licence to assign 
the premises had been considered. They indicated 
later that their licence to assign the lease would 
not be forthcoming unless an order was obta:ned 
from the Court under section 227 of the Com- 
panies Áct, 1948. Hence the company issued a 
summons to obtain the Court's authority tc sell 
the leasehold premises. 

- There was evidence that £3,000 was the proper 
price for the leasehold. The landlord’s claim to 
£2,000 had to be met out of that and there was, 
moreover, a charge upon the leasehold interest 
securing the sum of £360 which had been lent 
by another company. 

‘It is clear’, said Buckes: J., ‘that, if this sale 
does not go through, and the company is put 
in winding-up, the assets will become valueless. 
Consequently, the transaction is one which, it 
seems to me, must on any possible view be kene- 
ficial to the creditors of the company.’ 

To the extent that the proceeds of the sale of the 
lease would discharge the claim of the landlords, 
the total of the unsecured creditors would be 
reduced, and the other unsecured creditors would 
benefit to the extent that there would be a net 
balance receivable by the company out of the 
proceeds of the claim after the claims of the 
secured creditors and the landlords hdd been 
satisfied. 

The transaction appeared to the judge to bea 
beneficial one which, if he had jurisdiction, he 
ought to assist. He decided, after considering the 
authorities in the. SH GEES SS he nae 
jurisdiction. ' ' 
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The object of the section, Buckley, J., said, 


‘is to protect the interests of the creditors from the 
possibly unfortunate results which would ensue 
from the presentation of a petition, and to protect 
their interests as much during the period while the 
petition was pending as after an order has been 
made on it’. 


He could not accept the statement of Vaisey, J., 
in the case of In re Miles Aircraft Co Ltd ([1948] 
Ch. 188), that the object of the section is to ensure 
that any transaction entered into after the com- 
mencement of the winding-up shall be 'subject 
to review by the liquidator’. The object is not so 
narrow. ! 

One of the earliest cases on the subject does 
seem to take a broad view of the nature of the 
Court's jurisdiction and of the purpose of the 
legislation (see Zn re International Life Assurance 
Society, Gibbs and West’s case ([1870] L.R. 1o 
Eq. 312). Vice-Chancellor Malins’s judgment in 
that case was in broad and general terms which do 
not suggest that the Act is confined to making an 
order after a winding-up order has been made. 
But in fact such a winding-up order had been 
made in this case before the Court authorized 
the disposition. 

In the case of Carden v. The Albert Palace 
Association ((1886) 56 L.J. Ch. 166), however, 
the Court did make the statutory order before any 
winding-up order had been made in respect of the 
company, the Court being satisfied that the trans- 
action was for the benefit of all possible parties. 
The judge in this case, -Chitty, J., did say that 

‘the difficulty in making an order before a winding- 

up is that it is impossible to know whether all the 

parties interested are before the Court’, 


Buckley, J., in the recent case, remarked that 
Chitty, J., was not shown by the report to have 
heard any argument about the extent of the 
jurisdiction and that he had some doubts about it 
in his own mind. This remark seems to the present 
writer to underrate the authority of Carden’s case 
because the report shows that counsel (appearing 
-as amicus curiae) stated that inquiries had been 
been made but no precedent could be found for 
making an order before winding up. The point 
was Clearly presented to the judge before he made 
his decision. 


Conflicting Precedents - 


The decision: was given short thrift by Vaisey, J., 

in the case of In re Miles Aircraft Ltd, which is 
cited above. He said: . 

. "That case, so far as it has attracted legal attention, 

is cited in only a casual way in one of the textbooks 
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on company law, and is not referred to in Buckley 

on Companies or Palmer and, indeed, has never been 

regarded as authority for anything at all.’ 
He thought that he had no authority and was 
‘powerless to make any order under this section’ 
before a winding-up order and must leave it to the 
liquidator. He did not think it right that he should 
anticipate the performance of his duty by the 
liquidator. This view of the section was not 


- accepted at all in In re A. I. Lewy (Holdings) Ltd. 


It also appears from a previous unreported 


case that another judge before Buckley, J., had. 


taken a different view of the nature of the juris- 
diction from that expressed by Vaisey, J. (dn re 
Howard Sunderland Lid in 1948). 

Further, in 1962 in the case of In re Douglas 
Griggs Engineering Ltd [1963] Ch. 19), it is 


recorded at the end of the judgment that the: 
judge made an order under section 227 notwith- 


standing that at the date of that order no winding- 
up order had yet been made. There is no indication 
in the report that the judge was referred to the 
Miles Aircraft case. l 


Opposition of Petitioning Creditor 


Another factor which weakens the authority of 
that case as a precedent is that the circumstances 
were not such that it was possible to contend that 
the transaction in question was obviously for the 
benefit of all the creditors. Indeed; the petitioning 


. creditor opposed the making of the order. In the 


case which Buckley, J., had to decide, on the other 


` hand, it was manifest that the transaction was ong 


which must benefit the unsecured creditors of 
the company if in due course a winding-up order 
were made. Buckley, J., said: 


‘The reason which affected Vaisey, J.’s, mind, 
that is to say that the liquidator should be given an 
. opportunity to investigate the matter and bring it 
before the Court representing the interests of all 
the creditors, does not affect my mind, for I do not 
think the.liquidator could make the position 
clearer to me than 1t is at the present time on the 
facts. In these circumstances; with the greatest 
respect to Vaisey, J., from whose view as to juris- 
diction I think I am, in the circumstances, at liberty 
to differ, I hold that I have jurisdiction and that on 
the facts of this case I should exercise my jurisdic- 


gellen, 


i 


tion here and now, notwithstanding that no winding- 


up. order has yet been made.’ i 


The conclusion was that if this were not the 
true effect of the section the case of In re A. I. Levy 
(Holdings) Lid ‘would demonstrate that the 
section 1s ill designed to meet a kind of risk to the 
creditors of a company against which one would 
have expected it to be intended to protect them’. 
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A LOMBARD PERSONAL LOAN WILL COVER THE COST 
Accountants living in the United Kingdom can readily avail 


9 themselves of Lombard Bank Personal Loans. These Loans, 
CHILD REN S NE EDS which are completely confidential, can pay for almost any 
RATE S requirements—from everyday domestic needs to luxury items, 
from recurrent expenses like rates and taxes to equipment for your 
hobbies and sports. You may draw from £100 to £500 in Lombard 
Loan Cheques according to your needs and the Loans are repaid 
monthly, so you know in advance exactly what your commitrrent 
will be. For full details, write in confidence to the Manager, 
l Personal Bank Loans Department (AT). 


" LOMBARD BANKING 


LIMITED 
` Lombard House, Curzon Street, London, W.1. GROsvenor 4111 (30 lines) 
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computes and posts - 
simultaneously— 


with multiplication in 


£s.d.and/or decimal 
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With the complete ‘integration . of automatic electronic 
computing and: all-purpose, high-speed record: posting 
facilities—in one compact unit, divided-job procedures. can 
now become single-stage. routines. Instead of the calculation, 
checking and record-posting processes .being carried out 
separately on a variety of equipment, they can now be done at na Lo 
one and the same time- by one operator on one machine - with YOUR OWN LIBRARY OF STANDARD FACTORS 
only ONE handling of the original media. 
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An unlimited range of “factor- 


Note: The COMPU-TRONIC can capture data on punched mats” is available by which vir- 


paper tape or om punched cards. By this means, data tually any standard-factor com- 
required for processing by computer (or punched card : lad oit d 
system) can be translated into computer or P.C. code as a putation can be carried out (an 


pure by-product of conventional, record-posting procedures. checked) entirely automatically. 
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The National Cash Register Company Limited, Marylebone Road, London.NW1 and: all main Business Centres, 1040 Branches In 120 Countries 
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"The Accounting World 


New President of Canadian Institute 


R HOWARD. I. ROSS, O.B.E., B.A., MA, 


CA. a partner in the firm of Touche, Ross, 


Bailey & Smart, Chartered Accountants, of Montreal, ` 


was elected President of 'The Canadian Institute of 
Chartered Accountants at the Institute's recent 
annual conference held in Winnipeg. 


Born in Montreal in 1907, Mr Ross graduated from. 


McGill University in 1930 with a Bachelor of Arts 


degree and subsequently attended Oxford University ` 


where he received his Master of Arts degree. 


~ Admitted to membership of the Institute of Chartered 


Accountants of Quebec in 1937 he was elected its 
President in 1958. 
An active participant in the affairs of the Canadian 


Institute, Mr Ross is a former chairman of the’ 


Committee on Accounting and Auditing Research 
and of the Legislation Committee, and in 1954 served 
as chairman of the Annual Conference Committee. 
Outside his professional activities, he is a member 
of the board of governors of Sir George Williams 
University and a member of the board of governors 


member of the advisory: committee of Queen's 
University School of Business and a member of the 
executive committee of the University of Montreal 
Associates. 


- Tax Conference 


Foundation will take place at the Hotel Van- 
couver, Vancouver, from November 18th to 20th. 
Papers to be presented include "The Budget process', 
"Direct or indirect taxes' and "T'ax powers v. spending 
resources’. A total of fourteen panel sessions are to be 
held and among an interesting list of subjects to be 
discussed will be 1963 tax changes’, ‘Small business 
corporate tax rate’, “Taxation: of partnerships’, and 
‘Liability for tax — residence, domicile or citizenship? 


‘Established by the Canadian Bar Association: and’ 


the Canadian Institute of Chartered Accountants, the 
Foundation holds'annual conferences as part of its 
work towards the improvement: and wider’ under- 
standing of the Canadian tax system. 


UNITED STATES | N 
Recruiting Women Accountants 
N America, two in every five workers are women 


and three out of every ten married women have . 


jobs::It is not surprising, therefore, that with such a 
wealth of: material available, the American Woman's 
Society of Certified Public Accountants should seek 
to attract suitable recruits to its ranks. One of the 


means it has adopted.:is a.booklet, wh an alluring .. . 
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i 
pink: cover, explaining what a C.P.A. does, what she 
(in this instance) stands for, what she earns and what 
her future, given an expectation of forty years of 
working life after qualifying, is likely to be. 

To provide the data for this survey, the Society 


sent a questionnaire to each of its soo members. 


More than 75 per cent responded and the information 
so derived served to piece together a reasonably 
comprehensive picture. One-third of the members 
are between 30 and 40 years of age and another 
third are between 40 and so. More than 87 per 
cent are, or have been, married and of these almost 
exactly half have no children. Over 60 per cent are 
partners in, or are employed by, professional firms. 
Another 18. per cent are in industry. Teaching, 
Government service and housekeeping mainly account 


for the rest. Of the twenty-nine (or 7-7 per cent) who 


earn more than $1 5,000 a year, no fewer than 
twenty-four are in practice as compared with only . 
three in industry. ‘The middle income range ($8,000- 
$10,000 a year) is made up of seventy-seven members 
(or 20:6 per cent) of whom forty-three are in the 
practising side of the profession, eighteen in monat 
and.ten in Government service. 

. The booklet emphasizes that accountancy ‘is an - 
occupation providing a constant mental challenge, 
particularly“ for the person who enjoys ‘working 
under'deadlines or through peak loads’. The qualities 
required of the aspiring young woman accountant, 


| -~ in addition to a high school education, are loyalty, 
HE annual tax conference of the Canadian Tax” 


integrity, accuracy, organizational ability, patience, 
perseverance, personality and a liking for hard work, 


Manufacturers and Certified Public ) 
. Accountants ' 


HE American Institute of Certified ` Public 

Accountants has had made for it a scientifically 
documented investigation as to the reputation of 
C.P.A.s for integrity and high professional standards. 
A survey of client attitudes was conducted by Elmer 
Roper and Associates, through depth interviews of 
presidents or chief executives of manufacturing 
firms, with from twenty to two hundred and fifty 
employees, which retain independent public account- 
ants. It was. scientifically conducted to ‘permit 
generalization for all manufacturing firms of the size 
throughout the country. Care was taken, in the early 
stages of interviews, to avoid making the executives 
aware of the survey’s special interest in accounting. 

Some significant results are reported as follows: 

86 per cent felt they could enthusiastically 
« recommend their present accounting firm. `., 

24 per cent would recommend a professional 
accounting career for the son of a friend, as against 
41 per cent for Gate n II per Cunt for xe d 
ment consultants; ` p in rot SE 


ea —— 
men 
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75 per cent use a local firm of accountants, not a 
large firm with offices widely distributed. 

92 per cent said that the accountant prepared one 
or more tax returns, 82 per cent that he gave 
advice on tax matters, and Do per cent that he 
discussed tax problems with Government officials. 


Most business men understood the difference 
between an audit and preparation of a financial 
statement, but 6 per cent volunteered that their 
accountant 'does an audit but does not submit a 
formal report'. Of those who had an audit, 57 per cent 
said that the accountant signed a statement which 
takes responsibility for the reliability of all figures in 
the audit. Nineteen per cent of those who said their 
accountant does not qualify his report said he makes 
no physical check of inventory and does not verify 
accounts receivable, both mandatory requirements 
by the Institute's professional standards. 'l'hus 9 per 
cent of all those interviewed apparently think they 
are getting a complete audit when in fact they are not. 
Another 7 per cent say they get an 'audit' but no 
written report. 


Joint Lawyer/C.P.A. Representation of Client 


HE New York Court of Appeals, in Blumenberg v. 

Neubecker, has upheld the right of a lawyer and a 
certified public accountant to represent a client 
jointly, with an agreement for division of a joint fee. 
This reverses the decision in the Appellate Division 
of the New York Supreme Court that the agreement 
involved illegal fee splitting between a layman and a 
lawyer. 

Finding that the accountant had confined his 
activities to accountancy procedures and problems, 
the Court of Appeals commented that the arrange- 
ment came close to the ideal set-up contemplated by 
the New York Bar Association and the New York 
State Society of Certified Public Accountants jointly, 
in 1962. It considered that this assures the desirable 
co-operation of lawyer and accountant, in their 
respective fields, to achieve the best possible result 
for the client. 


GHANA 


Regulation of the Profession 


TNDER a Bill establishing an Institute of 


Chartered Accountants (Ghana), which received 
the assent of the President on April xgth, no person 
who is not a member of the Institute may practise 
as an accountant in Ghana and the Institute will thus 
control the accountancy profession in Ghana in much 
the same way as solicitors in England are controlled 
by The Law Society. Because of the power which the 
Institute will thus be exercising, four of the eleven 
members of the Council have been appointed by the 
Government; furthermore, members of the Institute 
who are struck off will have a right of appeal to the 
High Court. 

The existing members of the Association of 
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Accountants in Ghana and of the Society of Ghanaian 
Practising Accountants have automatically become 


founder members of the Institute. Apart from these - 


founder members, a person may become a member 
in three ways: (1) through passing the examinations 
of the Institute; (ii) through being a member of any 
other body or institute approved by the Council; (iii) 
through satisfying the Council that he has obtained 
the requisite knowledge and experience in the course 
of his work, even though he has no approved 


qualification. 


' Eligibility under the third category above will, it is 
hoped, be a purely transitional provision and in due 
course only those eligible under (i) and (1) will be 
admitted to membership. | 

Members joining under category (i) may use the 
description Chartered Accountant (C.A.); those under 

(iit) use the description Practising Accountant (P.A.); 
those under (i) may not, however, use either - 
description although they may use any other 
description for which they have qualified, e.g. 
C.A. (Scotland). There is thus an anomaly in the 
latter case in that although members under (i) are 
members, they may not describe themselves as such. 
No date has yet been fixed for the Institute to 
start holding its own examinations. When these do 
begin the new syllabus should bring some relief to 
accountancy students who, at present, usually take 
the Certified Accountants’ examinations and thus 
have to struggle with unfamiliar English income tax, 
and mercantile, company and executorship law, all 
of which now differ in many ways from Ghanaian 
practice. 


SWITZERLAND 


Progress of the Profession 


T the recent annual meeting in Zürich of 

delegates of the three professional accountancy 
bodies which form the Schwetzerischer Kammer fur 
Revistonswesen, progress during the year 1962 was 
noted. Membership of the Verband Schweizerischer 
Biicherexperten increased from 467 to 490; the 
Vereinigung. Schweizerischer Treuhand- und Revston- 
sgesellschaften which comprised twenty-nine firms 
at the end of 1961 grew to thirty-one firms employing 
over one thousand two hundred people and having a 
combined nominal capital of Sw. Frs8-89 million; 
the Revisions- Verbünde der Banken und Sparkassen is 
an association of four bodies representing 192 credit 
instutions whose combined assets exceed Sw. Frs. 
12,122 milliards. 

A total of 147 candidates were examined by the 
Kammer during 1962, under the supervision of 
the Federal Office for Industry and with the aid of the 
universities. Only forty-three candidates passed the 
final examination for the diploma of ‘expert 
comptable' which is protected by law and can only be 
awarded by the Kammer. 

Professor Dr W. Scherrer, of Basle, was elected 
President of the assembly for the next three years. ` 
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Weekly Notes | 


LOCAL AUTHORITY ACCOUNTS 


ONG aware of the need for standardization and 
simplicity in the presentation of local government 
accounts, ‘The Institute of Municipal Treasurers 
and Accountants eight years ago issued what amounted. 
to a definitive work on the subject entitled The Form 
of Published Accounts of Local Authorities. 1n a 


leading article in our issue of July; r6th, 1955, we 
said that the object of the Institute in so doing was . 


‘to produce a uniform pattern of accounts which, 


if universally adopted, would enable officers: of. 


central, county and municipal authorities, as well as 
accountants, economists, politicians and others 
interested in local government work, to find infor- 


mation and to make comparisons much more easily 


than is at present possible’. Time has amply justified 
the enterprise. Many local authorities have adopted 
the prescribed form and the volume of constructive 
comments and suggestions received has been such 
that the Institute has considered it necessary to issue 
a revised version. It is a tribute to those responsible 
for the drafting of the original text and forms that 
the refinements now being: introduced do not in any 


way affect, or cause alteration to, the fundamental l 


principles set out in 1955. 


The new edition is to be issued in sections and the . 


first of these, which states or rather restates the 
general principles to be followed, is now available. 
Also, the original publication gave detailed exempli- 
fications’ of two rate services only — health and high- 
ways. It is now proposed to issue detailed code lists 
for all main services and two of these, for education 
and passenger transport, can now be obtained. As 
thé loose-leaf format is being adopted, purchasers 
will. be able to assemble the sections as they appear 
and thus come in time to possess a work which, in 
its entirety, is certain to have a profound influence on 
the philosophy and further evolution of local 
government accounts. 


NEARER THE E.C.M.? 

Te ministerial meeting of the Western European 

Union which finished at The Hague last week-end 
was; as ‘successful as the optimists dared to hope. A 
great deal was not expected of it so far as decisions. 
were concerned, but. some importance .was ‘attached 
to the atmosphere i in which the talks wére:held;. It 
wias the first time that the member countries of the 
European Cornmon Market and representatives from 


the United Kingdom af ‘ministerial level had" met - 


1 The Form of Published Accounts of Local Authorities, 
Section; A General ‘Principles. (The Institute of Municipal 
‘Treasurers and Accountants, £1 15 post free). 


since the: eee ene in the negotiations for British 
entry into the E.C.M. last January. The meeting. 
achieved what it had been hoped would come about, - 
namely, the resumption of normal contacts between 
the United Kingdom and member countries of the 
E.C.M. at the top levél. 

The way has therefore been paved for more 
substantial gains to be recorded at the next meeting 
which has been fixed for the second half of January 
in-‘London. The meeting itself was noteworthy 
mainly because the German delegation insisted on 
dragging into the open before the British delegation 
the fundamental difference of opinion between 
Western Germany and France on E.C.M. agricultural 
policy. The French have made no secret of the fact 
that they intend to take up an intransigent attitude 
about the terms on’ which French agricultural 


surpluses can be disposed of to other members of the | 


E.C.M., meaning West Germany. It was apparent — 


that under the new German Chancellor, Dr Erhard, 


West. Germany. is going to adopt a more liberal 


'attitude in economic matters, even if this means 


pronounced frigidity of relations between France and 
Germany. The German foreign minister made it 
quite | clear that his remit included on this occasion a 
conscious effort to bring the British closer to the 
E.C.M. So far as farm policy within the E.C.M. is 


s concerned, Dr: Schröder, the German Foreign 
.. ‘Minister, hinted that if. France and Germany could 


not come to some accommodation on farm policies in 
the next.few months, Germany might go it alone so 
far as the Kennedy Round on tariff disarmament is 
concerned. In spite of these differences within the 


membership of the E.C.M., the tone of the discussions 


was at least courteous if not at times cordial. 


ym 


UNEMPLOYMENT DOWN AGAIN 


T the end of last week it was announced that 
unemployment had fallen by just over eleven 
thousand in October, making the second month 
in succession that there has been a drop in unemploy- 
ment coupled with an increase in the demand for 
labour. There had in fact been a small increase in the 
number of jobs vacant in each of the last two months. 
This employment trend is contrary to the seasonal 
one normally. experienced at this time of the year. 
The number of unemployed at 474,000 was the: 
lowest, apart from the July 1963 figure, for a year and 
can be compared with 501,000 in October 1962 when 
the recent recession in economic activity was getting 
under way; The small improvement on the month, 


welcome as it was as a: move in the right direction, 


was not sufficient to alter the unemployment percent- P 


‘age which remained at the September level of. 2:1. 


With an élection, lóoming i in 1964 it would clearly be í. 
to the Government's advantage if it could keep the 


"unemployment rate through the winter below the 


emotive level of half a million: With this latest figure 


. for’ Octobér,: there is^some eg that it might 
just about be able to-do this. 
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IS THE SHORTEST DISTANCE 
BETWEEN NN 
COMPUTER AND CUSTOMER 


The Xeronic prints computer output ata speed of ‘ 
4;700 characters per second—an average of 10,000 
documents per hour. It also prints its own background 
forms for invoices, insurance certificates or 
whatever job your computer is doing. 32 different form 

_ outlinescan be stored, and selected in any sequence. 
The Xeronic operates via magnetic tape with every 
known computer system. Tt does its own proof- 

,. reading. Uses rolls of ordinary, unsensitized paper. 
And cuts and stacks the finished forms. 
For the full story talk to Mr. Brotherton at 
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The Institute of internal Auditors 


(Incorporated in November 1941 under the laws of the State of New York.) 


The Institute is the outgrowth of the belief on the part of internal auditors that an organization was 
needed to develop the true professional status of internal auditing, and that a medium should be provided 
for interchange of ideas and information among those engaged in its practice. 

The Institute has seventy-five Chapters distributed in four Continents with a total membership of 
over 5,000 representing 2,300 organizations. 


"UNITED KINGDOM 
Chapters meet in London, Manchester, Newcastle upon Tyne, Birmingham, Glasgow, Yorkshire (usually 
meeting in Leeds). 


EIRE 
The Irish Chapter meets in Dublin. 


CLASSES OF MEMBERSHIP 
(a) Members. ~ Open to persons who are responsible in a managerial or supervisory capacity for the 
Internal Auditing activities with their organization. 
(b) Associate Members. — Open to practising accountants and others whose work is closely related to 
Internal Auditing. 
(c) Junior Members. - Open to persons who perform internal auditing functions but have no administra- 
tive or supervisory duties in connection therewith. 


Membership includes the receipt of a quarterly periodical, annual conference papers and research reports. 
Fifth European Regional Conference ~ Great Malvern, Worcs, October 14th, 15th and 16th, 1964. 


Inquiries should be addressed to the 
DIRECTOR RESIDENT IN THE U.K., MR J. O. DAVIES, THE CHIEF INTERNAL AUDITOR OF THE 
NATIONAL COAL BOARD, HOBART HOUSE, GROSVENOR PLACE, LONDON SWI. 








STOCKTAKING 


Orridge & Co Ltd together with its Subsidiary Company 
Orridges (Valuers) Ltd Established 1846 


Over 300 Stocktakers available for Valuations in all parts of the Country. 


HEAD OFFICE: 184 STRAND, WC2. Temple Bar 9212/3 & 6340 — QUALIFIED VALUERS. 


Members of the Leading Professional Bodies 


Single businesses and multiple firms would be wise to have their stock independently 
valued. We already carry out Stocktaking at well over 3,000 establishments per annum 


and our connections are rapidly increasing. Reasonable terms. Lump sum including | 


expenses or ad valorem basis plus expenses. 


Branch Addresses: 36-Cannon Street, Birmingham 2. Midland 6547 
14 Chapel Street, Liverpool 3. Central 7523 517 Christchurch Road, Boscombe, Bournemouth. 35832 
9 Albion Street, Leeds 1. Leeds 33084 7 Stumperlowe Avenue, Sheffield 10. 32507 


Please write in the first instance, after which we will arrange for a representative to call placing you 
under no obligation whatsoever: Present Managing Director with the Firm for thirty-seven years. 





— 
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BRITISH LIFE ASSURANCE IN 1962. 


P levels were achieved in 1962 in the new 
~ premiums and sums assured by the life assurance 
offices. Figures of life assurance business are given 
in a pamphlet called British Life Assurance 1958—1962 
put out by the Life Offices Association, Associated 
Scottish Life Offices and Industrial Life: Offices 
Association. 

New premiums in 1962 amounted to £222 million 
against {197 million in 1961. Business in force at 
the end of the year came to £825 million in 1962, 
compared with £767 million at the end of the year 
before. ; 

New occupational scheme business was lower in 
1962 than in 1961. 'l'he 1962 figure of new premiums 
including single premiums in 1962 was £58-5 million 
compared with /63:5 million in 1961. The 1962 figure 
was, however, higher than that for 1960. A decline had 
^ been expected because the Government introduced 
its graduated pension scheme in 1961. This had had 
the effect of boosting the business for the life offices 
in 1961 because it drew attention to the advantages 
of occupational pension schemes and, of course, a 
number of schemes would be accelerated through in 
advance of the Government scheme. Industrial life 
assurance business increased on tbe year and there 
was a continuing trend towards larger policies. New 
premiums during the year amounted to £30 million 
compared with £27 million in 1961. 


At the end of 1962 the total fife and annuity funds _ 


came to £6,721 million compared with £6,163 million 
the year before. As regards investment of insurance 
funds there was very little change on the year. 
Mortgages "were fractionally higher accounting for 

17$ per cent of investments compared with 17 per 
“cent the year before, while ordinary stocks and shares 
were down from 22$ per cent to 22 per cent. Gilt- 
edged securities, debentures, loans and property 
were unchanged. 


LOCAL AUTHORITY BORROWING 


WHITE PAPER has been issued this week on 
local authority borrowingl. It was mentioned 
by the Chancellor of.the Exchequer in his speech 
£t the Mansion House on October 16th. The White 
Paper falls into three parts. The first deals with the 
limitation of temporary borrowing by local authorities, 
the second with access to the Public Works Loan 
Board and the third with changes in lending and 
borrowing. SE 
In the first section the man proposal is that 
temporary borrowing for up to three months is to 
^ be limited to 15. per cent of an authority's outstanding 
loan debt and that temporary borrowing for up to 
twelve months (including borrowing up to three 
months) will be limited to 20 per cent of its outstanding 
joan debt. A local authority whose temporary debt 
already exceeds the limits will be allowed four years 
in which to make a gradual reduction to the limits. 
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So far as access to the Public Works- Loan Board 
is concerned, this is the main item which is new in 
the White Paper. Local authorities are to be allowed 
to obtain a proportion of their money from the Board 
at the rates at which the Government itself zan 
borrow — with a small addition to cover Exchequer 
costs. At present the P.W.L.B. is a lender of ast 
resort and local authorities have to pay the market 


rate on money which is raised from the Boerd. 
: Ultimately authorities will be able to get up to 


50 per cent of their long-term borrowing needs in 
this way. The arrangement will be introduced 
gradually, however, so that in the first year an 
authority’s quota will be 20 per cent rising by 
IO per cert each subsequent year until in the fourth 
year the maximum of 50 per cent is achieved. 

The purpose of these changes is to make the 
procedure more up to date. Thus the P.W.L.B. will 
be empowered to make loans payable on a fixed 
maturity date instead of making them payable by 
instalments. Local authorities will also be able to 
re-borrow from the Board. Arrangements for making 
loans will be simplified, and except for a lim ted 
range of borrowing, local authorities will no lorger 
have to obtain specific consents under the Control of 
Borrowing Order. 


SCHOOL FEES INSURANCE 


A NEW method by which employers can help 
employees with the cost of educating taeir 
children has been introduced by the The School Fees 
Insurance Agency?. 

If a firm lends an employee a capital sum, this can 
be placed on trust for the education of the child. For 
instance, in the case of a child just born, the dis- 
counted capital payment for fees of {300 per annum, 
payable for five years starting in thirteen years’ time, 
is £975. l l 

This loan is repaid by means of a with-profits 
endowment policy which is taken out and paid foz by 
the employee, but which is assigned to the employer. 
Attached to the policy is a decreasing assurznce 
benefit which, in the event of the employee's death, 
will replace any profits remaining to be earned in 
order to repay the loan in full to the employer. 

Besides providing this cover, the effect is that, 
where otherwise the premium might be more than 
7 per cent of the guaranteed maturity value of the 
policy, this raises the death sum insured: so that the 
employee can claim the full two-fifths relief of income 
tax on the premiums. - 

In the example quoted, the net cost to the employee, 


LI 


to provide £300 per annum for five years in thirzeen 


years’ time, would be no more than £607. 

One of the advantages of this method will be its 
flexibility. For it may be used for any employee whose 
child has just been born or for someone whose child 
is due to go to his public school in the very near 
future. If necessary, it can even be'used' in connection 


2 19 Queen's Street, Maidenhead, Berks. ^ ~ 
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with the education of a child who already is at school, 
and it can take into account any provision for fees 
which previously may have been made by the 
employee. 

Where a capital fund is instituted by the firm, or if 
one exists already (such as a provident fund), when 
the money is repaid it becomes available for another 
" employee, and so the scheme can be completely self- 
supporting. 


RECORD E.C.G.D. BUSINESS 


USINESS declared as shipped under the Export 
Credit Guarantee Department's ‘Commercial’ 
insurance during the third quarter of 1963 was a 
record, amounting to £/274:9 million compared with 
£254:8 million in the previous quarter. 
The face value of comprehensive policies current 
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at the end of the quarter was a record at £1,133°1 
million, compared with £944:2 million a year ago, 
and the number of these policies increased over this . 
period from 6,186 to 6,611. l 

New specific policies issued during the quarter 
amounted to the low figure of £5-9 million, which 
included aircraft (£2.0 million) and tankers ({1-4 
million). Even taken together with new contracts on 
more than six months’ credit under comprehensive 
policies, the total of £380 million was low in 
comparison with the {44:3 million average over the 
previous twelve months, but a single quarter's 
figure in this field does not indicate a trend. 

No financial guarantees were issued during the 
quarter. The position at the end of the quarter was 
that six financial guarantees had been issued covering 
contracts totalling £53:2 million. 





This is My Life . .. 
by An Industrious Accountant ` 


CHAPTER 196 


FIND nowadays that the unpersuadibility of my 

colleagues is the most invariable and unchanging 
feature of accounting life. This sometimes comes as a 
shock. It is true that the old definition of a bigot is 
someone who disagrees with you, and a fanatic is 
someone whom you can’t convert to your own views, 
but mental inertia is one thing, positive and agressive 
disagreement is another. It’s enough to make even a 
philosopher give up hope of human nature. 

Take our sales manager, for example. There’s a 
shining example of pigheaded obstinancy, if you like. 
Mind you, I like Scotty. He has numerous good 
points, and as a trusted companion there is no one 
better; but you know how it is with salesmen some- 
times. Pure solid bone between the ears. 

Our latest disagreement arose from this vexed 
problem of cash sales versus credit sales. We in the 
accounts department, ably abetted by our auditor, 
had come forward with a strong recommendation to 
our directors to eliminate those long-standing credit 
accounts of our regular customers, and to adopt a 
policy of cash-across-the-counter for all our retail 
business. The advantages, previously chronicled, were 
obvious; our directors gave the scheme a sympathetic 
if provisional reception. 

So we withdrew to draw up a detailed blueprint. 
The financial accountant, energetic for once, prepared 
charts showing the improved liquid: asset position; 
the cost accountant, almost wild-eyed with en- 
thusiasm, rampaged around listing staff reductions 
and procedure eliminations, and of course treading 
on everyone's pet corns in the process. Át one stage 


he was saving so much floor-space in his predictions 
that he wanted to squeeze us into the small top storey, > 
and I had to curb him sharply. After all, as a pro- 
fession we represent grey matter essentially, and we 
need ample room if we're to think effectively. 

However, the final picture looked good. All praise, 
I reflected, to those hawk-eyed  master-minds 
(meaning us, naturally) whose unwearying vigilance 
guards the prosperity of the nation. If the directors 
appreciated the full value of our services they might 
consider a bonus for us of the economies effected; 
they might give us a fair share anyhow. We'd surely 
rank for some little increased increment on January 
Let, at least, so we kept our fingers crossed. 

At length the managing director convened a 
meeting of top executives for a preliminary informal 
review of the suggestion. It was my job to put it 
across and the watching faces seemed to grow more 
favourable as I went on; or nearly all of them... in 
fact, all but one. 

That one was Scotty's. It was growing redder and 
redder. It looked as if it would explode. 

Suddenly, it did explode into violent opposition. 
Perish the thought of cash sales he protested. Instead 
what about devising a formal system of planned 
monthly instalments for customers to pay off major 
purchases; call it 'income buying! or 'long-term 
budget planning' or some such title. Iron out irregu- 
lar peaks in revenue, and so on. Far more likely to 
increase turnover than the accountants’ daft nonsense, 
he jibed, and he'd recommend an interest surcharge 
in addition. That's the modern outlook, he claimed 
loudly; that’s how to convert casual shoppers into | 
long-term supporters. As for the extra administration 
charges, doubtless all those underworked book- 
keepers, with a meaningful look at me, could handle 
the extra workload without any trouble. WW 

Scotty is nothing if not eloquent. He swung the 
meeting right round. The trouble is that though I 
think our scheme is better; clearly his is nearly as 
good. So I’m not sure which of us is the fanatic. 
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Finance and 
Commerce 


The Fairey Conipany 


HE accounts of The Fairey Company, which 
form this week’s reprint, reflect action taken by 
_the company during the year successfully to stave 
off a determined take-over bid. The bid came from 
the combined forces of the Bristol Aeroplane and 
Westland Aircraft companies and was beaten off by 
the distribution by Fairey of cash to the extent of 
7s 6d per share, amounting to £1,541,625, and also 
of shares on a pro rata basis in the company’s 
former subsidiary, the Siebe Gorman diving apparatus 
concern. 


The accounts, therefore, and the wide changes they ` 


show when compared with the 1961—62 figures, need 
to be considered with those distributions in mind. 
In the profit and loss account the position has been 
shown by stating separate figures for Siebe Gorman 
in the 1962 comparison in so far as trading profits are 
concerned and by a note within the account on the 
net earnings position. 

— This separation is essential not only jor a strict 
comparison basis but also from the viewpoint that 
the Fairey company ‘ex Siebe Gorman’ did con- 
siderably better than it did ‘cum’ that subsidiary. 
The higher earnings came particularly from the 


Fairey Engineering subsidiary which is in nuclear, 


engineering, hydraulics, stainless steel and plastic 
moulding. 


Aerodrome Claim 


The group accounts naturally reflect the cash and 
share distributions which, in addition to those already 
mentioned, included certificates of participation in 
Fairey's Great West Aerodrome.claim. The claim 
concerns the potential worth of the development of 
the aerodrome for building purposes. 

Hearing of the claim before the Lands Tribunal 
|. is fixed for. November 25th. Holders of the partici- 
pation certificates are told by Mr H. C. D'Arcy Biss, 
the Fairey Company's chairman, that they should not 
anticipate any decision being made.by the Lands 
Tribunal until 1964 and he adds that 'either party, 
if dissatisfied with the decision of the Lands Tribunal, 
is entitled to carry the.matter to-Appeal’. '. . 

Taking these various assets, out, of the Balance 
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_ sheet involves a total of some £3 million. The swing 


of £1,511,997 in the cash position is roughly in line 
with the actual cash distribution already referred to. 
The possibility of having to raise additional cash 'in 
due course' is mentioned by the chairman in his 
statement. 


Comparison 


Detailed comparison between the two balance 
sheets, however, is not of any real value and a more 
accurate view is provided by the-Comparison of Net 
Assets which is included in the reprint. 

The chairman explains that the 1962 figures have 
been adjusted to exclude the net assets of S:ebe 
Gorman and show the cash position as it would have 
been if the £1,541,625 had been paid to shareholders 
on March 31st, 1962. As Mr D'Arcy Biss says, the 
statement is ‘clear and readily understandable’ but 


he comments that, 'after providing for the increased 


dividend amounting to £283,274, the net assets of 
the group, after giving effect to the distribution of 
shareholders, have increased by £375,796 from 
£7,229,596 to 47,605,392. The process of rebuilding 
the: company's reserves has thus made a good 
beginning, a process which your board is firmly 
resolved to continue'. 

An interesting point made by the chairman is 
that, of the shareholders who had the benefit of the 
June 1962 capital distributions, some 88 per cent are 
still shareholders today. Clearly the board's success 
in staving off the take-over bid also induced a 
considerable degree of longer-term confidence 


amongst shareholders. 
Multiplying the Unknown 
HAREHOLDERS in Williams & Williams 


(Reliance Holdings) Ltd have fared well since 
Mr S. R. Hogg, F.C.A., took over the chairmanship 
of the company a few years back to perform one of 
the company rescue operations for which he is 
particularly well known. They have seen the company 
return to profit making and.to the dividend list. 

At the.recent annual meeting, Mr Hogg told them 
that internal accounts for the first three months o7 the 
current year showed more than satisfactory results. 


-He added, however, that multiplying those results by 


four did not necessarily give a guide to the full year's 
likely outcome. It may be noted, however, that Mr 
Hogg, whilst warning shareholders against the 
multiplication exercise, made sure that they could 
not do it anyway by not telling shareholders what the 
"more than satisfactory results were in figures. 
Prevention, Mr Hogg obviously considers, is better 
than cure. 

There are, of course, times when figures are best 
left unstated, such as when a company is recovering 
from. a bad patch, and Mr : Hoge in his = learnt 
wisdom knows it. ei S 
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CITY NOTES 


. FT^O sell or not to sell, that is the question in the 


equity sections of the stock-market. Unless 


the political polls swing dramatically in favour of 
the Conservatives in the next few months there is going 
to be a time when the policy of ‘getting liquid’ will 
take hold of the equity market. 


Answering the question of whether or not to sell - 
now that the equity index is at a two-year peak is. 


largely a matter of timing. There is currently a heavy 
volume of two-way business in the market which 
suggests that some operators consider the present 
ripe for selling. | 

The Chancellor's recent words of caution on the 
economy implying that there is not much more scope 


CR economic stimulants may tempt a heavier degree: 


f sales. But all the time the economic barometer is 
Dect as fair as it is and all the time industrial company 
news stays good there will be short-term buying. 

The investor with selling intentions but with the 
nerve to hold on is likely to prove to have taken the 
right course. In brief, there should be more favourable 
opportunities ahead for ‘going liquid’ than there are 
now. The fact, however, that this question of timing 


is being debated in the. market suggests that the 


scope for further price improvement may not be so 
wide as some optimists sugges:. 
* * + * 


"ds Eagle Star Insurance group seems to be 
making a corner for itself in corporate insurance. 
Having last year resuscitated a dormant subsidiary — 
the Liverpool Insurance Society — to handle the 
insurance business for Great Universal Stores and 
Sears Holdings, Eagle Star has now put fresh life 
“and capital into another dormant company — Star 
Assurance Society — to handle Forte's (Holdings) 
business. 

Forte's will put up 51 per cent of the increased 
capital and Mr Rex Henshall, Forte's finance director, 


will be chairman. An initial premium. income of 
around {160,000 is anticipated, with income increasing 
as Fortes insurance business is progressively 


transferred. 
* * * * 


HE City's versatility is exemplified in Morgan 

Grenfell’s arrangement and handling of a Swiss 
franc loan on the London market for the City of 
Copenhagen. Although in Swiss francs, the loan 
is not being sold on the Swiss market because of the 
tight control maintained there on the new issue 
queue. Swiss francs were chosen because of the 
interest rate factor and London became the arrange- 
ment centre because of new tax measures winch 
have virtually closed New York to foreign borrowers. 
The Copenhagen loan, involving the equivalent of 
£5 million sterling is comparatively small but iz is 
a significant operation in the re-establishment of 


.London as an international loan market centre. 


x. x *. * 


‘IMHE Launching’, the London Stock Exchange's 
new film about a private company’s first pu»lic 
share issue, received a Press showing on October 25rd. 
A firm of family boatbuilders need to raise capital 
for further expansion and the advantages of obtairing 
a share quotation, and the strict requirements insisted 
upon by the Stock Exchange, are explained in 
sequences featuring Stock Exchange members and 
officials, while a chartered accountant plays a 
prominent part as adviser to the firm. The film ends 
with a successful public share issue. 

The Stock Exchange’s first film, ‘My Word is My 
Bond’, has now been seen by over a quarter cf a 
million people at the Stock Exchange alone and 
by millions more overseas and in the United 
Kingdom. It has been shown twice on B.B.C. 
television. 


RATES AND PRICES 


Closing prices, Tuesday,, October 29th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% ` 


Bank Rate 
Dec. 8, 1960 5% Mar. 8, 1962 5196 
July 26, 1961 4% Mar. 22, 1962 '5 96 
Oct. 5, 1961 64% April 26, 1962 44% 
Nov. 2, 1961 6% Jan. 3, 1963. 4% 

Treasury Bills 

Aug. 23 £3 14s obod% Sept, an £3 13s 5°88d% 
Aug. 30 £3 145 5-44d% Oct.4 £3 128 487d% 
_ Sept.6 £3 14s 0779d9, Oct. rr £3 128 43249 
Sept. 13 £3 13s 11°82d% Oct.18 -£3 148 2°36d% 
Sept.20 £3 13s 8-92d%  Oct.25 £3 14s 10°'70d% 
Money Rates . ED 

Day to day 28-34% Bank Bills A. 
days 23-34% 2 months 32-34% 
Fine Trade 3 months 36-3 8% 
3 months 5-54% 4 months 36-3 % 
4 months 5-54 % 6 months 34-4 % 


6 months 51-695 - 


Foreign Exchanges 
New York 2:79 Frankfurt ' IT'13$ 
Montreal ao ¢ Milan 174.14 
Amsterdam 1o'08$ Oslo 2c-oai 
Brussels 139°624 Paris 1171 
Copenhagen 19:321 Zürich 12:071 
Gilt-edged 
Consols 4% g1 Funding 3% 59-69 9324 


Consols 24% 45 
Conversion 6% 1972 108 
Conv'sion 54% 1974 103% 
Conversion 5% 1971 1024 


Savings 3% 60-70 3o 

Savings 375 65-75 

Savings 24% 64-67 94%xd 
"'Treas'ry 54% 2008-12 120 


Conversion 34% 1969 94% Treasury 5% 86-89 934 
Conversion 34% 628. . Treasury 34% 77-80 33 
Funding 54% 82-84 103% | Treasury 34% 79-81 3:4 
Funding 4% 60-90 — 958 - Treasury 28% 45 
Funding 33% 99-04 7:$ Victory 4% 384 
Funding 3% 66-68 934 War Loan 3196 . 52xd 
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NATIONAL TAXATION CONFERENCE 
SUCCESSFUL EVENT AT EASTBOURNE 


The thirteenth National’ Taxation Conference, organized 
by our contemporary Taxation, was held in Eastbourne 
from Friday of last week until last Monday. There was 
an attendance of several hundreds and members of the 
accountancy and legal professions and representatives 
from industry and commerce found the papers on the 
various aspects of the law and practice of taxation of 
considerable practical value and interest. 

The conference, which was presided over by Mr 
Percy F. Hughes, Editor of Taxation, also included a 
number of enjoyable social functions, and an attractive 
programme for the lady visitors. 


CHAIRMAN’S OPENING ADDRESS 


‘Opening the conference, Mr Percy F. Hughes said: 


As you will know, our first conference was held in 
Eastbourne in 1951 and some of you present today 
‘were present on that occasion also. Much has happened 
since that time affecting the law and practice in 
relation to direct taxation. In 1952 we had the 
consolidation of the old 1918 Act, and of the subse- 
quent annual Finance Acts into the Income Tax Act 
Of 1952, and we have since had annual Finance Acts, 
some of which have been complex and lengthy — the 
Act of 1963 being perhaps an outstanding example. 
"There have been a number of important profits tax 
changes, such as the reintroduction of a single rate 
of tax after March 31st, 1958, which resulted in 
Some simplification of the work required in the 
preparation of profits tax computations. There has 
been a good deal of change in the capital allowance 


provisions and there has been a broadening of the.. 


conception of income tax purposes by bringing into 
the scope of the charge to income tax the receipts 
"which would otherwise be regarded as capital. In 
1960 the Finance Act amended the law concerning 
-the making of assessments and charging interest and 
penalties in back duty cases. I think, therefore, that 
4t is an understatement to say that we have had quite 
.alotto think about in the last twelve years. 


The Future Prospects 


We are told that the economic climate is good and I 
hope, therefore, that the Chancellor will take another 
look at our system of graduation of tax covering 
allowances and reliefs, reduced rates of tax, standard 
rate and rates of surtax so that sudden increases in 
liability are avoided as the taxpayer's income passes 
beyond certain points. Industry would, I am sure, 
welcome a modest reduction in the standard ràte of 
income tax and a modest reduction in the liability to 
profits tax. After all, tax on companies is now at a 
rate of ros gd in the £ and ss was considered to be a 
very high rate indeed twenty-five years ago. 


Long-term Changes 
"There are, however, a number of matters which I 
think will take rather longer than six months to achieve, 
-although they have been already under active con- 
-Sideration from time to time over a period of years. One 





of these concerns the making of a single assessment on 
every taxpayer covering all his sources of income. 
This is now being achieved in Southern Ireland, the 
Finance Act, 1963, containing the appropriate pro- 
visions designed to achieve this. Although there is, 
of. course, a very much larger number of taxpayers 
in the United Kingdom than in Southern Ireland, I 
feel that itis a step that should be capable of attainment 
here also. With it could come, as in Southern Ireland, 
the decentralization of surtax into the various tax 
districts and its assessment and payment in the year 
to which it relates rather than in the subsequent 
year. This would involve the making of estimated 
assessments, pending the final determination of the 
figures, but we have seen in the Finance Act, 1963, 
some start on this procedure in relation to the new 
Case VIII. Perhaps, therefore, this is a sign that before 
very long assessments for the purposes of Cases J and 
II of Schedule D will be based on the actual figures of 
the year of assessment instead of the preceding year 
which would do much to avoid the difficulties which 
arise from the application of the special rules of assess- 
ment for new and discontinued sources of income. I 
feel that these steps would help to streamline the 
administration of our tax laws, even if it is not possible 
to do very much about the simplification of the- 
legislation itself. 


Avoidance 


Those in the service of the Inland Revenue Department 
who are concerned with the administration of the 
anti-avoidance provisions of the Income Tax Acts 
appear to me to have been increasingly active in ~- 
recent months and this will go on as long as the’ 





o? 


KS x 


At.the conference reception on Friday evening. Mr and 
Mrs Hughes receive Mr C. V. Best, F.c.a., Immediate Past 


Chairman of.the London and District Society of Chartered 


Accountants, and Mrs Best. 








November 2nd, 1963 


“` 


® Burroughs 


THE KENNING MOTOR GROUP has 200 
depots throughout the country, 
handling cars and commercial 
vehicles, bodywork, petroleum pro- 
ducts; the sale, servicing and re- 
moulding of tyres; contract hire, 


‘self motoring and driving schools. ` 


PROBLEM: To provide the efficient 
supervision of Sales Ledger. Ac- 
. counting, Hire Purchase accounts, 
Service Sales with Analysis and 
‘Job Costing. 


Stupp: With Burroughs P600 and 
Sensimatic Accounting Machines 
together with Cash Registers and 
. Adding Machines. 


The Kenning Motor Group service area at Strensham on the M6 Motorway 
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Miss Kathleen Wagstaffe learnt all the procedures of this 
Burroughs Sensimatic Accounting Machine in a few minutes. 
In two hours she was an expert at operating it. 








Architects: T. P. Bennett & Son 


serve the service stations 


METHOD: Located at strategic points 
in the country, P600 machines con- 
trol Sales Ledger accounting for 
depots in the vicinity. At the Ken- 
ning Tyre Servicedepots, Burroughs 
Sensimatics detail Tyre Sales Ac- 
counts, producing Statements and 
Analysed Ledger Cards by makers 
and customer. At Kenning Coach- 
work Ltd., another Sensimatic 
Machine records Job Costs on com- 
mercial vehicles. In Head Office, 
further machine work concerns 
Hire Purchase Accounting. Finally, 
Burroughs Cash Registers record 


by brands the sales of petrol, oil and 


spares, the details being analysed 


D - 


on adding machines for vital day- 
to-day data. 

RESULT: Head Office has complete 
up-to-date information on every- 
thing that passes through their 
various depots. The Kenning Motor 
Group know how to keep business 
ticking over! 


Business depends on 


D 
Burroughs: 
from adding machines to computers 


Burroughs Machines Limited, 356-368 Oxford St., 
London, W.1. Telephone: HY De Park 9861 
Accounting sales and sorvics facilities from 60 centres des. 
Great Britain and Eire, Manufacturing in Scotland 
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 VALUATIONS 


and 


AUC TION SALES 


PLANT, MACHINERY AND 


INDUSTRIAL PROPERTIES 


Property Investments Mortgages arranged 
Rating specialists 


46 GRESHAM STREET, LONDON EC 


Tel: MONarch 3422 (10 lines) 
Telegraphic Address: "SITES LONDON’ 








ELECTRONIC DATA PROCESSING. 


COMPUTER APPRECIATION GOURSES 


These- courses are designed for business executives who 


wish to develop a useful knowledge of electronic data ` 


processing. [n each case the nominal fee of £5 per person 


includes morning coffee, luncheon and afternoon tea. 


General Computer Appreciation Course (One Week) Designed - 


to provide a general knowledge of EDP, covering the range 
of NCR Computers. Basically suitable for executives who know 
Jittla or nothing about computers. 


L.74 Dec-20 Dec 1963 | L25 25 May- y 1964 
L6 m Feb-2i Feb ee 128 - i5 lie ie 1964 
LD 16 Mar-20 Mar 1 


NCR 315 Computer Appreciation Course (One Week) Designed 
to provide detailed information on the specification and opera- 


usage, the course will concentrate on 315 operation and 
programming (although it should not be regarded as a 
programming course). A problem will be considered and 
programmed, and an application will be explained in detail. 


B.70 25 Nov-29 Nov 1963 | B.17 13 Apr-17 Apr 1964 
B.5 . 3Feb-7Feb 1964 | 8.22 II May-I5 May 1964 


Bab 9 Mar-i3 Mar 1964 | B.29 d jun-19 jun 1964 


In addition to. the above, full programming courses ara 
avallable on all NCR computers. Details on application. 
Bookings may be made at the Computer Education Centre, 


- B8 Baker Street, London W1, Tel: WELbeck 4464 Ext, 105 


ER y 


1.68 i Nov-22 Nov 1963 | t. T 20 TE lor 1964 . 


tion of the NCR 315. After describing the concept of computer - 


Ei 
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Added veilt P a widow and her children 


. Separate policies under the Married Women's Property Act, 1882, 
can be effected for the absolute benefit of wife, sons and daughters. 
As these policies attract reduced rates of Estate Duty, they are the best 

` possible means of providing for dependants. Similar provision 
can be made for beneficiaries outside the scope of the Act. 
| ‘ | 
. For detailed information write for a copy of the Married. Women's 
Property Act Booklet (revised following Finance Acts 1959 and 1960) or 
call and consult your local branch. In this as in all classes of 
Aissurazico we' are happy to serve and advise you. 


LEGAL AND GENERAL 


Kee SOCIETY LIMITED 
WË Established 1836 . ' 


OHIEF ADMINISTRATION: TEMPLE COURT, LI QUEEN: VICTORIA STREET, RE E. A í 


Branches throughout the United Kingdom ` 
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taxpayer does his utmost within the law to ensure 
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, that his affairs attract as little tax as possible. I think . 


.this is true not only in the application of recent 
legislation; dealing with dividend-stripping including 
section 28 of the Finance Act, 1960, as amended by 


the 1962 Act, but also in the applicátion of the older 


provisions of ‘section’ 245 dealing with surtax on 
companies, section 408 dealing with capital sums paid 
to a settlor by a conipany connected with a settlement 
and section 412 which is concerned with transfers of 
assets: which result in the transfer of income to 
persons abroad. Much of this legislation is of ‘deeming’ 
and artificial character and it :s important for us all, 
practitioners and Inland Revenue Officers alike, to 
ensure that it is applicable precisely to the case at 
which itis being directed. TE 


. Penalties _ : 
he back duty legislation of ihe Finance Act, 1960, 





certainly had its teething troubles, no doubt overcome 
by the passing of section 26 of the Income 'l'ax Act, 
1962, making the 1960 Act as effective from that year 
as the draftsman and Parliament believed it to be. 


One thing is clear and that is that it has resulted in back ` 


duty settlements being even more onerous than they 
were under the old law, notwithstanding the fact that 
the 1960 Act was heralded as giving relief to the 
taxpayer who, for a wide variety of reasons, has 
strayed from the path of duty. I well appreciate the 
-need to give some suitable publicity to the fact that all 
taxpayers should make true and correct returns of 
income and claims for allowances but I very much 
doubt whether the posters which are now exhibited 
in tax offices will induce those who have erred to come 
forward with a voluntary disclosure so that their 
affairs may be put right. 


Personal Allowances 


On a more homely subject may I draw attention to the 
fact that for 1961-62 and 1962-63 two single personal 
allowances came to £280 and the married allowance 
was £240 for these years. The Finance Act, 1963, 
widened this gap since for 1963-64 two single personal 
allowances are now {400 and the married allowance 
£320. I consider this trend to be in the wrong direction 
and would much welcome an increase in the married 
personal allowance, without, I would add, any 
reduction in the allowance fór single taxpayers. 


Estate Duty and. Partnerships 


The first of the business sessions was devoted to an 
address by Mr R. K. Jobns, LL.B., on ‘Estate duty 
problems of interest to the practitioner’; Mr J. C. 
Stewart, C.A., taking the chair. ` ; , 

Mr Johns recalled the taxpayer's successful appeal 
+ in Burdett-Coutts v. C.I.R. (39 A.T.C. 156) and added 
that the Inland Revenue now in practice give the 
. reliefs for industrial and ‘agricultural property in 


relation to partnership shares, even where the decéased's ' 
share is acquired at a figure not involving a valuation , 


of the assets themselves. 'T'hey also allow the exemption 


as now been in operation for three years and has : 


"Bei 
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Mr R. K, Johns, Lr.B., addressing the first session of the 
conference at which Mr J. C. Stewart, GA, Immed.ate 


Past President of the Scottish Institute (right), presiced. 


to acquire a deceased partner's share at an arbitrary 
price. In support of the theory that these pre-emption 
provisions should be ignored as in the case of shzres 
in private companies he mentioned the Privy Council 
decision in Perpetual Executors and Trustees Associazion 
of Australia Ltd v. Australian Commissioner for Taxes 
' (33 A.T.C. 30) that a share of goodwill 'passsd', 
notwithstanding the fact that the continuing partners 
had an option to acquire the share at a price which 
ignored goodwill, However, this was not a decision 
on valuation, and when the case was referred back 
. to the Australian Court it decided (by a majority) zhat 
` the share should be valued exclusively of the goodwill 


“element. Taking the alternative theory that the share 


is an interest in assets in specie, Mr Johns said it was 
difficult to say that the share passed by reason only 
of a purchase, when it passed to the executors who 
gave no value. He preferred to regard the option as an 
incumbrance on the share, If the continuing partners 
had given value for the right to tlie incumbrance, its 
value could be deducted, whether or not the option 
was exercised. If the continuing partners have under- 
taken to give value to a third party (normally the, 
widow) this cannot be consideration paid to the 
deceased. 'l'urning from theory to practice, Mr Johns 
said that provided the arrangement was ‘a commercial 
one’ the option price was accepted as setting a _imit 
to the valuation of the share for estate duty purposes. 
(He gave the usual disclaimer that the Inland Rev=nue 
were not bound by what he said.) He added tha: the 
Inland Revenue did their best to keep their practices 
consistent, and not to alter them. 

Given that the option price was less than the full 
market value, Mr Johns reviewed the possibilities 5pen 
to the Revenue for abstracting tax from the beneficiaries 
of the option. This’ involved a careful review oZ the 
provisions.of section 2 (1) (d) of the Finance Act, -894, 
and a long series of decided cases on the construction 


for certain Government securities where the decéased':of these provisions, the general tendency of which has 


partner was domiciled:and ordinarily. resident abroad. 


been. to cut-down the scope of section:2.(1) (d). 


- Mr Johns gave an illuminating and comprehensive,  , Mr Johns wound up with that perennially interesting 
exposition. of the. estate duty repercussions of-options “problem of what constitutes.-‘consideration’ -withia the 
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meaning of section 3 of the 1894 Act, and reviewed a 
number of decisions in this field. 


Mock Interview 


A mock interview was held on Saturday morning with 
representatives of the Special Commissioners, in 
relation to section 245, Income 'l'ax Act, 1952. Those 
taking part were: Mr J. M. Cooper, A.^.C.C.A., A.C.L.S., 
Mr T. L. A. Graham, F.C.4., Mr K. R. Tingley, 
A.A.C.C.A., and Mr D. J. Ward, A.C.A. 

After the mock interview a commentary was given 


by Mr Percy F. Hughes who drew attention to the fact. 


that section 245, Income Tax Act, 1952, was designed 
to prevent avoidance of the payment of surtax through 
the withholding from distribution of income of a 
company under the control of five or fewer persons 
and said that the mock interview demonstrated that in 
the case of a trading company the Special Commission- 
ers would usually agree to a negotiated settlement 
instead of taking the full action which the section 
describes. This would result in the whole of the income 
of the company as computed for tax purposes being 
apportioned among the members and treated as their 
incomes in accordance with their respective interests 
in the company. 


'The Need for Reviewing the Tax System 


On Saturday afternoon Mr A. R..]llersic, B.COM., 
M;SC.(ECON.), F.L.S., addressed the conference on 
‘The need for a review of our tax system’. Mr E. 
Spencer, F.A.C.C.A., was in the chair. 


The speaker began by saying that income taxation: 


was still much too high, despite recent mitigations, 
particularly on employees whose right to deduct 
expenses was so severely restricted. To make matters 
worse, the wealthy were able to practice expensive 
avoidance, thus increasing the burden on taxpayers 
with more modest incomes. In real terms personal 


allowances were only a fraction of what they had been >` 


in 1938-39, bearing in mind the fall in the value of 
money. The archaic practice of treating a married 
couple as one individual for income tax purposes 
caused further hardship; he would prefer the income- 
splitting system adopted in West Germany and the 
United States. Mr llersic went on to attack the new 
Case VII tax on short-term gains, and the estate duty, 
on the ground that both were inequitable and 
inefficient. The six-month rule for Case VII, and the 
five-year rule for inter vivos gifts, were devoid of 
principle. 

The speaker went on to state the case for and against 
an annual wealth tax. lt was a better criterion than 
earnings of ability to pay, it was not a disincentive 
against earnings, it prevented evasion of capital gains 
or speculation taxes through the device of retaining 
assets which had appreciated, and finally it did not 
involve such violent charges as, for instance, a once 
for all estate duty at rates up to 80 per cent on very 
large fortunes. On the other hand, annual asset 
valuations posed enormous practical problems, with 
a consequent limiting effect on the rates of tax which 
could in practice be charged, while for political and 
administrative reasons there had to be an exempt 
minimum of, say, about £25,000 which was an invitation 
to families to distribute the family wealth among 
themselves in such a way as to minimize the tax. 
Moreover, at a practicable rate, the yield was unlikely 


THE 
ACCOUNTANT 


November 2nd, 1963 


to be very high. Finally the tax would affect London's 
position as a centre of a free international capital 
market, 

The appointment of the Richardson Committee to 
consider a turnover tax presented a major opportunity, 
according to Mr Ilersic, for a reconsideration of the 
entire United Kingdom tax structure. Such a tax 
would spread indirect taxation more fairly among the 





Mr A. R. Ilersic, B.COM., M.SC.(ECON.), F.1.S., addressing a 

technical session, with Mr Edgar Spencer, F.A.C.C.A., 

Immediate Past President of The Association of Certified 
and Corporate Accountants, who presided. 


community and might well contribute to more rapid 
economic growth. The abolition of profits tax, expected 


to follow as a corollary to the introduction of a turnover-—~ 


tax, was justified by Mr Ilersic on the ground that 
it was erroneous to say that companies did not pass 
profits tax on to their consumers. Companies fixed 
their prices by reference to the expected net gain after 
all taxes had been paid. Moreover since profits tax 
retarded the rate of investment, it was arguable that 
it tended to increase production costs. Again, profits tax 
involved taxing the same profits twice over. 

Mr Ilersic said he was in favour of a broadly based 
turnover or sales tax, extending to services as well as 
goods, which he did not think would involve very 
much of an addition to the cost of living. At the same 
time, direct taxation ought to be reduced, the burden 
of national insurance contributions being placed on 
industry (with increased benefits in case of proved 
need). This was better than tinkering with Victorian 
fiscal principles which had had their day. 

The address was followed by a discussion of this 
controversial topic. 


Points from Recent Decided Cases 


In the course of his address, entitled ‘Points from 
recent decided cases of particular interest to the general 
practitioner', Professor G. S. A. Wheatcroft, Professor 
of English Law in the University of London, com- 
mented on the problems confronting the Courts in 
the determination of capital expenditure eligible for 
capital allowances. Reviewing the judgments in 
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Jarrold v. J. Goode & Sons anc the earlier decision in 


_ Hinton v. Maden .& Ireland, he suggested that the 


‘Courts were tending to take a wider view- of the 
nature of capital. 
The movable character of the partitioning in the 


# Jarrold case did not debar it from being treated as 


capital; it was no longer necessary that such an asset 
should form part of the fixed structure to attract the 
allowances. 

Noting that there had been two cases dealing with 
interest payments, Brown v. C.I.R., a Scottish case, 
and CIR v. Frere, Professor Wheatcroft observed 
that neither of these two cases offered any comfort to 
the taxpayer, and he suggested that thé obvious lesson 
to be drawn was that if the taxpayer wished to borrow 


| money, he should do so on an annual basis and make 


i 


sure that tax was deducted trom the payment of 
interest. 

Legislation introduced 1n 1948 to restrict the abuse 
of expenses had produced two cases in the past year. 
In Luke v. C.I.R. the House of Lords had, in the 


K opinion of the speaker, leaned over backwards to 


interpret sections 168—169 as generously as possible. 
The Lords had clearly been much influenced, perhaps 
overmuch, by the prospect of the hardship imposed 
upon the taxpayer if the relevant sections were to be 
literally interpreted. Professor Wheatcroft felt, how- 
ever, that section 47 in the new Finance Act probably 
met the situation created by the Lords decision. He 
could not help but contrast the different attitude of 
the House of Lords in this case to that evident in 
the judgments in the Duke of Westminster case. In the 
more recent case of Went v. Rendell, which posed the 
question whether legal expenses paid by the employers 
were assessable on the employee who benefited from 
them, Professor Wheatcroft wondered whether the 





,Professor J. S. A. Wheatcroft, M.A., J.P., F.T.LI., F.B.I.M., 

addressing the conference. Mr R. E. McClure, M.B.E., 

F.C.A., Immediate Past President or the Irish Institute (left) 
was in the chair. 
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different views expressed in the lower Courts would 
induce the Inland Revenue to appeal to the House of 
Lords. l 

Reviewing the judgments in the Court of Appeal 
in F.S. Securities Ltd v. C.I.R., Professor Wheatcrcft 
noted some circular reasoning in the judgmencs, 
although he did not quarrel with the decision reached. 
He also drew attention to the wide application of the ` 
Sharkey v. Wernher decision which seemed to underhe 
the decisions in the recent cases of Petrotim Securitzs 
Ltd v. Ayres. He was critical of the decision in Elson v. 
Prices Tailors Ltd in so far as the judgments seemed o 
be based on somewhat unusual accounting practice in 
treating refundable deposits as taxable income. 


The Finance Act, 1963 


The business sessions on Monday began with zn 
address by Mr Eric C. Meade, F.c.A., entitled “The 
Finance Act, 1963’. The chairman was Mr C. 7. 
Best, F.C.A. 

After discussing some of the other provisions of the 
Finance Act, Mr Meade turned .to the new ard 
extremely complicated provisions for the taxation 5f 
income from property, largely under the new Case VIII 
of Schedule D. Mr Meade explained the transitional 
provisions for the year 1963-64 under which the 
provisions for tax under Schedule A and on excess 
rents remain for the time being but with modifications 
of Schedule A so as to exempt beneficial occupation, 
whether of owners or of other beneficial occupiers. 
At the same time, premiums will fall to be included tc a 
certain extent in Case VI excess rent computations 
for 1963-64. The speaker said that considerable ca-e 
and ingenuity had gone into the provisions for taxing 
premiums and sums of money which were realy 
disguised premiums. And not only sums of money, for 
where the tenant was required to carry out alterations 
or improvements then the increased value of the 
reversion resulting from the tenant's expenditure was 
to be treated as a premium paid by the tenant to the 
landlord. E 

The speaker sketched the provisions for top-slicir:g 
relief and mentioned the awful complications to which - 
this can give rise. He also said that a duplication of 
charge could apparently arise where the grant of a 
lease for twenty-one years or more represents a disposal | 
under the short-term capital gains provisions of the 
1962 Act, the land having been acquired after April 
1oth, 1962, and within the previous three years. The 
premium would have to be included in a Case V_I 
computation, and to a certain extent would also hare 
to be included in a Case VIII computation. A dealer 
assessed under Case I would obtain relief, but not 
apparently a non-dealer. 

` Mr Meade pointed out that the provisions for dire-t 
assessment of all rents as from 1964-65 would depri-e 
the surtax payer of relief for long-lease rents paid by 
him. He explained the complicated provisions as -o 
the extent to which deficiencies from one source or 
one year can be set off against another source or year. 
Then he discussed the kind of expense which can be 
allowed as a deduction from the rent and other 
receipts for the purpose of computing the net income, 
including the very complicated provision for setting aff 
premiums paid against premiums received. 

At the end of his address Mr Meade answered 
questions. 
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Taxation and Industry ^ — ^ ^ 
The last lecture was by Sir Frank Bower, C.B.E., M.A. 
The topic was “Taxation and industry’, and Mr W. 
Bishop, C.A., F.C.4. was in the chair. 

After warning his hearers that the ‘views he 
expressed were his own, derived from experience, 
and did not commit any organized body, Sir Frank 
gave a forthright address about the attitude of industry 
to taxation in the United Kingdom. He illustrated his 
remarks by a schedule showing the taxes paid in 1962; 
of which the total levied on business was £7,284 
million or 83 per cent of all taxation. He said it did 
not follow that taxes necessarily rested where they 
were imposed. Business as.a whole was in.a key 
position sooner or later to shift extra taxes laid on it by 
increasing its prices. Death duties could ‚not be 
shifted, they could only be avoided. It was probable 
that if they had not been avoided the savage rates 
would have been reduced in view of the damage they 
would otherwise have on the will to save. In some 
situations even the highest rates of surtax were shifted. 
Some men could stipulate for a salary which, after 
income tax and surtax had been deducted, “would 
leave a stated net figure. 

Dealing with business as a collector of taxes on 
behalf of the Revenue, Sir Frank said it was not happy 
about bearing bad debts or financing the Revenue. 
Insurance stamps had to be bought before the wages 
were paid. Business had to argue P.A.Y.E. with 
employees who sometimes suffered because the 
employer deducted tax from a payment in order to be 
on the safe side, while the Revenue argued that the 
very fact of the "deduction showed that the payment 
was taxable earnings. Turnover taxes distorted 


demand from what it would be without the taxes. 
Aiming for the optimum yield meant a bias towards 
necessities, where demand was inelastic, and away 
from luxury goods where it was not. 

The speaker strongly criticized the present system 
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of both income tax and profits tax on the same income,’ 
particularly as it singled out companies. He pointed. 
out that profits tax was concentrated on ordinary: 
shareholders, with an inhibiting effect on the raising: 
of capital by preference shares and a move to loan 


. capital instead, the interest on which was deductible: 


for profits tax purposes. He discussed the difficult. 
problem of closely owned private companies and the: 
surtax direction provisions, winding-up with a. 
rejection of a wealth tax or a general turnover tax. 


Reception and Cocktail Party 


On Friday evening, a reception and cocktail party was 
given by the Editor of Taxation in the new Congress 
Theatre Restaurant to which all members and their 
ladies v were invited. 


Civic Réception and Dance 


T'he Mayor and Mayoress of Eastbourne, Councillor 
Bernard Raven and Mrs Raven, gave a civic reception 
and dance on Saturday evening in the Winter Garden.~ 


Church Service 


A special service for members and their ladies at 
Holy Trinty Church was conducted by the Vicar, The 
Reverend F. G. Kerr-Dineen, M.A., L.TM., on Sunday 
morning. , 


Golf Competition 


An eighteen-hole Stableford golf competition for the 
Taxation Challenge Cup was held on Sunday over 
the Royal Eastbourne Golf Club course. The winner. 
was Mr J. E. Sharman, F.c.a. The presentation of the 
trophy was made on Monday morning by Mrs. 
T. J. M. Staples. 

On the evening of the preceding Friday, there was 
an informal gathering of competitors at the Club when 
Wik Ms welcomed.by the Club secretary, Mr C. D. 

eeler., 
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| ALLIANCE stands 


| `$ | record of first-class management for more than 88 years. 
a fo r S E C l l R I T Y ; The Chief Registrar of Friendly Societies has given 
T | Trustee Status to investments in the Society. 

3 d Stokesay Castle, Shropshire, is the finest Assets exceéd £30,000,000 and Reserves £1,233,000. Absoluze 


` : safety for investors, easy withdrawal without capital loss, 
bon ple of a moated and fortified PATOS attractive interest rates calculated on daily balances and 
house dating from 12th and 13th centuries. paid half-yearly. - - 20 one j 


The stonework of the tower was built by 
Laurence of Ludlow and in 1290 he began ` 
the work of turning Stokesay manor house ` ` 
into a castle. The old defensive walls of 
the castle have almost disappeared. 

Over the centuries, the cástle repre- . 
sented strength and security to. those 
dependent upon its protection. The 
castle: symbol of Alliance Assurance 

“stands for the security offered you today 
by a first class insurance service. Alliance 
Assurance caters for all individual needs. 
Insurance claims are promptly met and 
generously settled.. ` : 


ALLIANCE f Building Society 
| Chief Office: - 


ASSURANCE. || ` Sengen, Dote Sa, aeo 


South Regional Office: 
COMPANY LIMITED j. 11 Bridge Road, Wembley Park, Middlesex. 
Se Seck ... Birmingham Branch: - 
BARTHOLOMEW LANE, LONDON EC2 1|. .  90Colmore Row, Birmingham 3. 


- You'll like the friendly, efficient service, too. ` 








` Nottingham Branch: ` 
3 Poultry, Nottingham. ` 
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SLOUGH COLLEGE 


INVESTIGATIONS Wc s 


Confidential investigations in civil, criminal The School of Accountancy Studies | 


and commercial cases. Internal larcenies and 
cases of conspiracy, fraud and embezzlement offers a 
investigated. Surveillance. Bona fides of indi- Twelve-day Residential 


viduals and business concerns investigated. 
Financial inquiries. Patent infringements 


and misuse of trade-marks investigated. || MANAGEMENT ACCOUNTING 


Cases of corruption and leakages of com- 
Ee TS EXECUTIVE ` ` 
W. J. KING'S DETECTIVE BUREAU LTD DEVELOPMENT COURSE 


CHANCERY HOUSE 
53/64 CHANCERY LANE, LONDON WC2 


Tel : l Further particulars may be obtained from the Director of 
HOLborn 0343-4-5 eene, Westcent, London | | | | 


March 2nd — 13th, 1964 


Studies Ref: À at the College 
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Friends! Provident have 
advised on Life Assurance needs 
for more than 130 years. 


Inge PROVIDENT & CENTURY | 
! LIFE OFFICE 


" GROUP FUNDS EXCEED £130,000,000 
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‘Head Offices 7 Leadenhall Street London ECS 

| Tel Mansion House 4511 
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| | 
| Correspondence 


Letters must be authenticated by the name and address of ` 

the writer, not necessarily for publication, The Editor does 

not necessarily agree with, or hold himself responsible for 
the opintons expressed. 


Inland Revenue and Receipts 


Sir, — In settling a recent surtax demand on behalf 
of a client, I was interested and pleased to see that 
the Inland. Revenue are accepting modern practice 
by stating that normally receipts would not be issued 
for payments made by cheque unless requested. 

Unfortunately, knowing the difficulties which can 
arise with the Inland Revenue when a repayment is 
due if a receipt for the original demand cannot be 
produced, I feel I could not risk not having a receipt. 

Is it too much to hope that the Inland Revenue 
will now make repayments without demanding that 
receipts are previously submitted? In any ordinary 
business, a repayment of moneys overpaid would 
always be made by reference to the company's 
own records irrespective of any receipts held by their 
customers. 


Yours faithfully, 


London WCr. ERIC J. N. NABARRO, F.c.a. 


epreciation in the Accounts of Public 
< Utilities 


SIR, — I have been interested in this correspondence 
and would like to comment on the letters published 
in your issues of September 21st and October 12th. 

It is true that water companies usually comply with 
the requirements of Part XV of the Third Schedule 
to the Water Act, 1945. This enables a company to 
set up a reserve fund and a contingency fund. The 
latter fund is used to defrav the cost of renewals 
and can be more accurately described as a deprecia- 
tion fund. The aggregate amount standing to the 
credit of the reserve fund and contingency fund is 
limited to 12$ per cent of the capital expenditure 
incurred by the company and the aggregate annual 
transfers must not exceed ri per cent of that ex- 
penditure. 

It seems to me that the only persons able to judge 
whether or not the depreciation provision is adequate 
are the officers and the auditors of the company. One 
company, at least, has obtained powers to increase the 
percentages set out in the previous paragraph to 
.20 per cent and 2 per cent respectively. There is no 
doubt that these latter percentages may be excessive 
in the case of a company where a high proportion of 
the capital expenditure has been incurred on the 
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construction of earth dams. The Sunderland & 
South Shields Water Co are at present construc- 
ting such a dam at an estimated cost of £51 
million. It is usually agreed that an earth dam will 
never.have to be replaced and that it will not be 
necessary to make any provision for renewals. If it 


were possible to put aside 20 per of the capital cost 


this would enable the company to hold more than 
£1 million in the contingency fund in respect of an 
asset which will never be renewed. 

Nevertheless I agree with the writers that the 
double account system is an anachronism. Many 
accountants employed by water companies would 
welcome legislation which would enable them to 
prepare accounts in accordance with 'the best com- 
mercial standards’ which is the phrase included in 
section 50 (1) of the Gas Act, 1948. 

The income tax point raised by Mr Denza is parti- 
cularly important in cases where companies are 
engaged in the construction of major capital schemes. 
For many years, as a result of capital allowances, che 
income tax payable is restricted to that deducted from 
debenture and other interest. At some time in zhe 
future, when the capital allowances have been ex- 
hausted, there will be heavy income and profits <ax 
liabilities. Unfortunately, it has been argued that a 
water company would be acting ultra vires if it set up 
an income tax equalization fund. The alternative 
would be to build up a reserve fund but this would 


. automatically reduce the maximum of the contingency 


fund. 

It is agreed that capital, as well as product, should 
come out of selling price. Unfortunately the high 
capital cost of post-war schemes and dear money have 
had serious repercussions on water rates and charges. 
There is ample proof that many consumers, accus- 
tomed to a relatively cheap supply in the past, are 
unwilling to pay the true cost. of water. This attitude 
must be changed if adequate provision is to be made 
for the future. ` 


Yours faithfully, 
Sunderland. R. WHITE, F.S.A.A., F.L.M.T.A. 
The Accountant in Industry 


Sir, - The comments of Mr S. R. Harding, F.C.A., 
in his paper on ‘Increased Productivity — The Fole 


'of Finance' represented some of the most provoking 


thoughts that The Accountant has carried for scme 
time. | | 

Covering a wide area, Mr Harding succeedec in 
providing a large number of stimulating points. In 
particular I feel that his comments on ‘Recruitment 
into finance and training for management’, ‘A 
broader base for the work of the profession’ and 
‘Courses in management accounting, sponsored by 
the Institute’ deserve very deep consideration by all 
members of the Institute. 

These headings cover many of the problems which 
face the accountant in industry today. Similar 
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opinions have been expressed to me on a number of 
occasions by members of the Institute working in 
industrial concerns. ] 

Can we hope that the Council will give some 
thought to the issues raised? May we also look for 
some action, or failing that, a statement of the position 
which the Institute intends to take in the future? 
Either the chartered accountant must be content to 
fulfil the distorted public image of a taxation wizard 
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and auditor, out of touch with the dynamic needs of 
industry, or he must decide to accept the demanding 
role required by modern industry. 

I am sure that a very substantial body of opinion 
from chartered accountants holding industrial posts 
should be rallied by this challenge. We must insist 
that a clear lead is given by the Council. 

Yours faithfully, 


Coventry. R IAN TRICKER, A.C.A. 


LEEDS CHARTERED ACCOUNTANTS’ 
ANNUAL DINNER 


Mr P. H. Shirley, a member of the British Railways 
Board, proposing the toast of ‘The Institute of Char- 
tered Accountants in England and Wales’ at the annual 
dinner of The Leeds, Bradford and District Society of 
Chartered Accountants at The Queen’s Hotel, Leeds, 
on October 25th, said he thought the railways were 
among the first, if not the first industry to have an 
organized accounting system. 

But the system, conceived in the nineteenth century, 
stopped developing at the change of the century and 
for fifty years practically nothing happened, the rail- 
ways just went on as-before. 

The first break with this tradition, said Mr Shirley, 
came ten years ago. when traffic costing was begun. 
Before that, he said, it was not an exaggeration to say 
that all debts were added up in one building and credit 
in another and brought together in a statement by the 
general manager, and he was the only person who knew 
the net result. 


‘I am glad to say diss is a matter of history. We have 
moved from debit and credit accounting to responsibility 
accounting, and every manager in the railway, for the 
first time in his life, has a budget.’ 


On the financial accounting side, he thought there 
was a lot of room for those leaving professional work and 
going into industry to practise in industry what they 
had previously learned. He added: 


. ‘I know you are giving a great deal of thought to the 
training of the next generation of accountants. I do hope 
that in your thinking you will give as much attention to 
the training of students to think broadly as you do ~ and 
to training them in the difference between reserve and 
provision. By its training methods your Institute has a 
tremendous opportunity to play a major part in this.' 


The Institute had built for itself a reputation of 
which it might be SS proud, Mr Shirley concluded. 


Association with Overseas Bodies 


Mr R. P. Winter, C.B.E, M.C., T.D., D.L., F.C.A., 
President of the Institute, responding to the toast, said 
the Council for many years had encouraged the closest 
association with accountancy bodies not. only in the 
Commonwealth, but more recently in Europe and.that 
was the reason for his visit to Holland, Switzerland 
and France during the last month. 

Some members.probably had the good fortune to 
visit the United States last year and more recently the 
European: Congress. Those occasions gave them a 


wonderful chance to get to know their colleagues in 
the other nations, to exchange views and understand 
their approach to accounting problems. 


'In these days when the flow of capital is much more ` 
common between countries, it is more than ever import- 
ant that accountants should get together and adopt the 
same standards and the same integrity. That is why we 
in the Institute and other accountancy bodies in the 
British Ísles have joined the U.E.C. of Europe in the 
hope that we can all try and get the same standard 
throughout the Continent.’ 


Guidance on Remuneration 


The small practitioners inquiry, said the President, 
was going ahead, and he hoped that in the next few 
months it would be possible to send out some news 
and guidance on the question of remuneration. 

Mr Winter said the small practitioners inquiry had 
shown how valuable district societies were in the 
working of the Institute. 


He added: 


“The larger we get the more we shall have to decentral- 
ize to keep in touch with the districts. I would like to say 
how much we appreciate in London the work done by 
the members of this district society.' 


Mr G. D. Paterson, T.D., M.A., F.C.A., President of 
The Leeds, Bradford and District Society, proposing 
the toast of ‘Our Guests’, referred to the question of 
automatic membership. ‘Your committee was never 
very enamoured with the subject of automatic mem- 
bership’, he said. ‘But since this proposal was first 
put forward it has changed to become the proposal 
that members should no longer pay subscriptions, and 
your committee could hardly fail to vote for this one, 
so we are falling into line.’ 

The Lord Mayor of Leeds, Alderman E. J. L. 
Wooler, M.B.E., J.P., responding, expressed apprecia- 
tion of the guidance and help that accountants ren- 
dered in the development of industries, many of which 
would find the intricacies of finance and taxation in- 
soluble without their expert assistance. Po 


'In this atomic age in which we live we find ourselves 
confronted with mergers and other methods of recon- 
struction which were rather strange to most of us before 
the war. In these matters of reconstruction the public 
understands, and J think it is as well they do, that two of 
the main objects are to increase efficiency and to save 
costs. Whatever the object, as a profession you play a 
most important role.’ 


— 
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INTERNAL CONTROL AND THE AUDITOR 


HE statutory duty laid upon the iudi of a 

limited company is to report to the members upon 
every profit and loss account and balance sheet: laid 
before the company in genera! meeting in the terms 
of the Ninth Schedule to the Companies Act, 1948, 


the most important provision of which being that the 


auditor is required to say whether, in his opinion, the 
accounts show a trué and fair view of the profit or loss 
for the financial period and of the state of affairs of the 
company at the date of the balance sheet. 

The keeping of proper books of account is the 


responsibility of the company, the word ‘proper’ 


| in this connection meaning that the books must both 
give a true and fair view of the companies’ affairs and 
explain its transactions. Moreover, it is the directors 
| who must cause a true and fair profit and loss account 
and balance sheet to be made out each year and laid 
before the company in general meeting, the balance 
| Sheet being signed, on behalf of the board, by two 
directors. 

The distinction between the duties of directors and 
auditor is fundamental; the preparation of accounts 
and balance sheet being the responsibility of the former, 
the auditor’s independent task being to report whether 
or not the directors have discharged-their statutory 
duties. If, therefore, as frequently happens, the 
auditor undertakes additional work, e.g. the prepara- 
tion of the accounts or even the balancing of the books, 
he does this in the capacity of professional accountant, 
such work is not part of his duties as auditor. 

The standard of competence required of auditors is a 
| professional one, that is to say, it is set by the fact 
that a professional accountant holds himself out as one 

skilled in accounting and auditing matters. In the 

words of Lord Justice Lopes in In re Kingston Cotton 

Mill Co Ltd (1896): 

“It is.the duty of an auditor to bring to bear that skill, 
care and caution which a reasonably competent, careful 
and cautious auditor would us». What is reasonable skill 

care and caution must depend on the particular circum- 
stances of each case.’ 


It is therefore of the utmost importance that the audito: 
should ascertain the accounting and other circum- 
stances of each client as the first step in his audit; in 
other words, he should ascertain whether or not the 
directors have properly discharged their statutory 
duties outlined above, because it is.in the light of his 
judgment on these matters that he must determine 
the extent of the detailed checking necessary to enable 
him to sign his report on the accounts. His first step, 
then, should be to make a critical review of the system 
of book-keeping, accounting and internal control. 

PS Every business has. to have a system of routines and 
procedures designed by the management in order to 
allow them to run it in an efficient manner. 'T'here are 
systems for replenishing and storing materials, engag- 
ing and remunerating employees, carrying out produc- 
tion, and handling and dispatching finished goods. 
Records of one sort and another are invariably kept, 
not primarily, as documents for. audit scrutiny,- but 
as necessary aids to the carrying on: of tbe business; 


id it is on these ‘internal heer ER that the 
entries in the books of account and hence the accouats 
themselves will be based. 'T'he auditor should therefore 
ask for particulars of the internal control system, noting 
the characteristics of the company's activities, the 
system of book-keeping and accounting, the duties of 
the executive directors and the way in which respon- 
sibilities are divided. 

It is also important to investigate the system of 
internal check, i.e. the manner in which the work of 
one person is proved, as part of the day-to-day 
routine, by comparison with the work of another, so 


that errors and irregularities are promptly detected. 


Having obtained particulars of the system, the auditor 
should consider its soundness and whether it possesses 
loopholes which would enable irregularities to remain 
undetected; he should also make tests and inquiries 
to ensure that the system as laid down is properly 
observed and followed. If these satisfy him that the 
system is both sound in principle and properly carried 
out in practice, extensive detailed checking may be 
unnecessary. If, on the other hand, shortcomings are 
apparent either in the system itself or in its operation, 
the nature of these must be considered as a preliminary 
to more extensive checking. It is also desirable that 
shortcomings in the system should be brought to the 
notice of a director or senior executive so-that steps 
may be taken to remedy them. 

The nature of the tests which the auditor applies 
will naturally depend upon the system and the section 
of the accounting records under review. It is, however, 
important to carry out appropriate examinations ‘in 
depth’; such examinations involve the tracing cf a 
selected number of transactions through all their 
stages, and inspecting the work.carried out by everyone 
concerned from the commencement of the transaction 
to the final location of the entry in the impersonal 
ledger. The authority for each transaction and the 
budget centre to which it is charged should be no:ed, 
and the manner in which quantities and values are 
arrived at and checked should be examined. Entries 
should be checked into the books, of account and also 
into any subsidiary or statistical records. 

An examination ‘in depth’ of the system of wages 
would include the following: 

(i) Authority for engagement and. the fixing. of 

' rates, 

(ii) System for recording time and/or output. 

(iii) Clerical steps (and the persons concerned in 
each) in computing gross earnings, inserting 
deductions for insurance, tax, etc., and the 
making up of the pay packets. ` 

' (iv) Methods of identifying employees for payment 
of wages and of dealing with unclaimed pay 

packets. 

(v) Sec of.: personnel records, National 
Insurance contribution. cards and P.A. T.E. 
documents. : 

(vi) Treatment of the wages for costing purposes. 

`: (vii) Procedure on dismissal. . 

. vi) Division of responsibility between. the- various 
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persons involved in keeping basic personnel 
records, recording weekly earnings, and com- 
piling and paying money wages. 
(ix) The evidence tendered to the persons who sign 
the weekly wage cheque. 
In addition to an examination 'in depth' each year 


of the whole of a company's records and procedures, it- 


is desirable for the auditor to select each year a par- 
ticular section (e.g. wages, stores, sales) for a more 
thorough examination, so that in a short series of years 
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every aspect of the company’s records is intensively 
examined. 

In a large company, the system of internal ‘control 
will usually be more comprehensive than in a small - 
one, because greater numbers will make for a greater | 
division of responsibilities. This is not to say that the 
system in the smaller company may be less satisfactory, 
but the auditor in judging it will probably find . it 
necessary to examine a greater proportion of items 
than in a large company. 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs ARMSTRONG, ROUTLEDGE & Co, Chartered 
Accountants, of 9 Whitburn Street, Bridgnorth, 
Salop, announce that they have admitted into partner- 
ship Mr DoucLas C. MACMILLAN, A.C.A. 


Messrs CanLiLL, BURKINSHAW & FERGUSON, Charter- 
ed Accountants, of 2 Parliament Street, Hull, announce 
that as from November rst, 1963, they have taken into 
partnership Mr W. H. GALLEWAY, B.COM., A.C.A. The 
name of the firm remains unchanged. 


Messrs CRAIG, GARDNER & Co, Chartered Account- 
ants, of Dublin and Belfast, announce that Mr JAMES 
WALKER, C.B.E., F.C.A., retired from the partnership 
on September 3oth, 1963. 


Messrs GRIFFITHS & Co, Certified Accountants, 
announce that they have opened a new office at 
Gazette Buildings, 168 Corporation Street, Birmingham 
4, with effect from October 28th, 1963. Telephone: 
Central 6605. 


Messrs Sapa & Co (Middle East firm), announce 
that they have recentlv opened branch offices in 
Casablanca at Arab Bank Building, 42 Boulevard 
Hassan Saghir; in Aden at 370 Aidroos Road and in 
Khobar (Saudi Arabia) at Sadaka and Sarraj Building. 


Messrs R. Tarr WALKER & Co, of St Ronans House, ` 


Sandyford Rd, Newcastle upon Tyne 2, announce 
that as from November ist, 1963, Mr Derek TAIT 
WALKER, A.C.A., A.T.Ll., has been admitted into the 
partnership. The name of the firm remains unchanged. 


Appointments 


Mr W. E. Akam, F.A.C.C.A., has been appointed chief 
accountant of The London Press Exchange Ltd, and 
Mr E. M. Joy, A.A.c.c.A., has been appointed deputy 
chief accountant. 


Mr P. R. Down, F.c.a., has been appointed secretary 
of the Provident Clothing & Supply Co Ltd in suc- 
cession to Mr W. S. Wilson, F.C.A., who has resigned as 


secretary in order to devote more time to his appoint- 
ment as deputy managing director of tbe company. 


Mr H. R. Evans, F.A.C.C.A., has been appointed 


secretary and manager of the Southern Unit Investors 
Trust Ltd. 


Mr P. F. Harrison, F.C.A,, has been appointed 
secretary of Cyanamid of Great Britain Ltd. He is 
succeeded as chief accountant of the company by 
Mr C. S. Blake, A.C.A. 


Mr J. A. Morgan, A.A.C.C.A., secretary of The 
Statesman & Nation Publishing Co Ltd, has been 
elected to the board as from October roth, 1963. 


Mr V. F. Mullan, a.a.c.c.a., has been appointed 
chief accountant. of Nyasaland Railways Ltd, Central 
Africa Railway Co Ltd and Trans-Zambesia Co Ltd. 


Mr J. Nichols, F.a.c.c.a., has been appointed to the 
board of Bowater (United Kingdom) Pulp and Paper 
Mills with the new title of director of administration. 


Mr D. L. Prophet, c.a., has been appointed a 
director of Drayton Controls Ltd. 
P in 
Finance Act, 1963, section 67 l 
Stock Transfers 


A Treasury Order published on October 25th (The 
Registered Securities (Completion of Blank Transfers) 
Order 1963 (S.I. 1963 No. 1743 (C.16)) brought 
section 67 of the Finance Act, 1963, into force on 
October 26th, 1963, the date on which thé Stock 
Transfer Act, 1963, became operative. 

Under the simplified procedure for transferring 


. registered securities following the coming into force of 


the Stock Transfer Act, 1963, it is intended that in 
stock exchange transactions the transfer will be 
delivered to the buyer or his agent before the name of 
the transferee has been inserted. Section 67 of the 
Finance Act, 1963, provides that where such a blank 
transfer has been delivered it must not be parted with 
or allowed to leave Great Britain before the name of 
the transferee has been inserted. 
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THE ASSOCIATION OF CERTIFIED AND 
CORPORATE ACCOUNTANTS 


Formation of Members’ Advisory Committee 


The Council of The Association of Certified and 
Corporate Accountants has appointed a new committee 
which is to be known as the Members’ Advisory 
Committee. 

It is intended that the new committee shall have 
special concern’ with the problems of members, 
whether professional, technical or otherwise, and it 
is hoped that certified accountants will increasingly 
look upon it as essentially their own committee, 
specifically charged with the duty of considering their 
special difficulties. ` : 

The committee will also seek to co-ordinate more 
fully the varied activities of the Association which are 
directed to safeguarding members' interests (as well as 
those of the public) or which are otherwise intended 
for their benefit and advantage. Members have been 
_ invited to co-operate by informing the committee of 
~ their problems and suggesting other related fields in 
which the committee might usefully and properly 
operate. 

The new committee consists of members of the 
Council, but in appointing subcommittees it has power 
to co-opt members of the Association who are not mem- 
bers of the Council. 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


President's Luncheon 


The President of The Institute of Cost and Works 
Accountants, Mr C. Eric Power, F.C.A., F.C.W.A., gave 
a luncheon party last Tuesday at the Royal Hotel, 
Norwich. Those present were: 

Mr A. J. Barnard, F.S.A.A., F.IL.M.T.A. (City Treasurer, 
Norwich); Mr G. P. Clarke, r.c.w.a. Mr W. R. Hare 
(chairman, F. &: J. Colman Ltd); Mr R. W. B. Hawksley, 
T.D. (chairman.and managing director, Mann Egerton & Co 
Ltd); Mr H Hodgson, F.c.4., F.c.w.A. (Vice-President of 
the Institute); Mr J. A. Horsfield, Soa (director, John 
Mackintosh & Sons Ltd, Norwich); Colonel J. H. Jewson, 

M.G., T.D., D.L. (joint managing director, Yewson & Sons 
Ltd); Mr B. V. Piggott, A.c.w.A.; Mr F. Thistlethwaite, M.A. 
(Vice-Chancellor, University of East Anglia); Mr L. P 
Turner, a.c.w.a.; Mr Derek du Pré (Secretary of the 
Institute). 


SIR JAMES MARTIN LODGE 


The installation meeting of the Sir James Martin 
Lodge (formerly The Incorporated Accountants 
Lodge) was held on October 22nd, at Freemasons’ 
Hall, Great Queen Street, London WC2, when W. Bro. 
E A. Woods installed his Successor Bro. L. J. D. 
Tones as W.M. 
W. Bro. L 
officers: 
"Bro. E. J. Morris, S.W.;. Bro. A. B. Sturgess, J.W.; 


. J. D. Jones invested the following 
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W. Bro. C. V. Best, Treasurer; W. Bro. E. B. Trimraer, 
Secretary; W. Bro, A. V. Hussey, D.C.; W. Bro. E. 
Downward, S.D.; Bro. H. N. Piper, SD: W. Bro. W. F. 
Edwards, A.D. C. W. Bro. T. C. . Chaumeton, Almoner; 
W. Bro. G. J. Hakim, Organist: Bro. R. Moorhouse, 
ZG: Bro. J. Ager, Bro. S. Ward, Bro. W. E. Adams, 
Stewards; W. Bro. A. C, Chitty, Tyler. 


The address of the secretary of the Lodge is 171 
Petts Wood Road, Orpington, Kent. 


THE INSTITUTE OF MUNICIPAL 
TREASURERS AND ACCOUNTANTS 


Course on Computers 


Almost one hundred and forty senior financial offizers 
from the larger local authorities in the country last 
week attended a five-day course on computers 
arranged by The Institute of Municipal Treasurers 
and Accountants at the Northampton College of 
Advanced Technology, London. 

The Institute's object in sponsoring the course 
was to emphasize the non-accounting applications of 
computers, particularly having in mind the wide range 
of services administered by local authorities A 
number of examples of these applications were 
described during the course, which also included 
sessions on the techniques of choosing computers, 
management problems associated with comruter 
operation, and on the possibilities of joint action 
between local authorities. Among addresses given 
were “Extending management capability’, by Mz D. 
W. Hooper, M.A., F.C.A., chief organizing accountant, 
National Coal Board; "Investigation before chocsing 
a computer, by. Mr J. M. Bowen, nB.sc.(ECON.), 
F.S.4.A., F.I.M.T.A., Borough Treasurer, Bournemouth; 
and ‘Post-installation management problems', by Mr 


IL E. Tinker, A.LM.T.A, deputy county treasurer, 


Cheshire. 


ECONOMIC CONDITIONS OVERSEAS 


A further booklet in the 1963 series dealing with 
economic conditions in member and  assocated 
countries of the Organization for Economic Co-opera- 
tion and Development has recently been issued 


, covering Yugoslavia. Copies of the booklet are obtain- 


able from H.M. Stationery Office, price 35. 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


The sd meeting of the Accountants’ Chr-stian 
Fellowship for Bible reading and prayer will be held 
at I p.m. on Monday, November 4th, in the vestry 
of St Mary Woolnoth Church, King William Street, 
London EC3. The scripture for reading and thought 
will be Jeremiah, Chapter 9, verses 23 and 24. 
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| THE ASSOCIATION OF IRISH CHARTERED 
l ACCOUNTANTS IN LONDON 


The first annual general meeting and dinner of The 
Association of Irish Chartered Accountants in London 
will he held on Tuesday, November rath, at The Royal 
Overseas League, St James’s Street, London DW: It 
is hoped that the President, Immediate Past President, 
and Secretary of The Institute of Chartered Account- 
ants in Ireland will be present. 

Those members of the Irish Institute wishing to 
attend, and who have not received notification, are 
invited to contact the Secretary of the Association, 
: Mr R. W. Billington, A.C.A. 1 & 2 Hanover Street, 
London Wi. 


INSTITUTE OF INTERNAL AUDITORS 
| Newcastle Chapter . 


"The next meeting of the Newcastle Chapter of the 
Institute of Internal Auditors will be held next 
Thursday, at the County Hall, Newcastle upon Tyne, 
commencing at 7 p.m., "when ‘the speaker will be Mr 
E. N. Judge, F.C.W.A., A.1.M.T.A., European Regional 


Vice-President of the Institute, who will give an ad- 


dress on 'Internal audit in local government, hospitals 
and public boards'. Further particulars regarding the 
activities of the Institute are obtainable from the hon- 
orary secretary, Mr A. Philipson, 21 Knoll Rise, 
Whickham Hill, Dunston, Gateshead 11. 


COURSES FOR MANAGEMENT 


Three courses entitled “Top data for top men’, 
‘Planned growth: 4 per cent or more?’, and ‘Computer 
feasibility studies! will take place in Manchester on 
November 14th and 15th. The first two. courses will be 
presented by Dr James A. Risk, B.COM., PH.D., C.A., 
F.C.LS., F.B.I.M., and the third course, which is to be 
repeated in London on December 3rd, will be presented 
by Mr Oliver Standingford, F.B.1.M., F.I.0.M. 

Further particulars, together with a complete list 
of courses for the 1963—64 session, are obtainable from 
Management Courses Ltd, Albany Courtyard, Picca- 
dilly, London Wr. - 


CHARTERED ACCOUNTANTS’ HOCKEY 
CLUB 


The Chartered Accountants’ Hockey Club have 
arranged matches for the 1963-64 season with The 
Law Society, Oxford University Occasionals, the 
Insurance Hockey Association and the Inland Revenue. 
Players, including both members and articled clerks, 
who are interested in becoming members of the club 
should apply to the honorary secretary, Mr S..N. Ds 
24 Bedford Row, London WCr. 
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CHARTERED ACCOUNTANTS’ CRICKET’ CLUB 
PROPOSED 


All members of The Institute of Chartered Account- 
ants in England and Wales and articled clerks inter- 
ested in the possibilities of establishing an Institute 
Cricket Club are invited to attend a meeting which is 
to be held in the Oak Hall, Moorgate Place, on T'ues- 
days, November rath, at 5.30 p.m 

For some thirty years now an Institute XI has been 
raised each year to play a Law Society XI, which has 
usually resulted in a very keen game much enjoyed by 
all who participated. In recent years other professional 
bodies have sought an annual fixture with an Institute 
XI, and the purpose of the meeting is to discover the 
nature of the support which would be available in the 
event of an Institute Cricket Club being founded with 
a view to arranging a modest number of matches of 
this kind. 

It would help considerably if members of the 
Institute or articled clerks who are willing to support 


Ba 
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such a proposal but who are unable to attend thé - 


meeting, would write to Mr Lawrence W. Robson, 
F.C.A., F.C.W.A., 4 Copthall Avenue, London EC2, 
giving short details of their cricketing ability and the 
number of days they would be available for any mid- 
week or week-end fixtures during the 1964 cricket 
season. 


THE CHARTERED ACCOUNTANT STUDENTS' 
SOCIETY OF LONDON 


Next Week's Meetings 


The following meetings of the London Students’ 
Society will be held next week: 


Monday, 5.30 p.m., at the Institute, Moorgate Place, EC2. 
Lecture on ‘Organizing automation’, by Mr E. Lund 
(Elliott-Automation Systems Ltd). 

Chess v. Edgware Chess Club. 

Tuesday, 6 p.m., 
lecture on ‘What to say’, by Miss H. M. Taylor (Abbey 
School for Speakers). 

Thursday, 5.15 p.m., at the Institute: Introductory course 
lecture on “The conduct of a typical case in the Courts’, 
by Mr Patrick W. Medd, Barrister-at-law.  - 

7.15 p.m., at Reading: Lecture on ‘Partnership accounts 

— changes and dissolutions’, by Mr A. B. Joseph, F.c.a. 
` Friday, 5.15 p.m., at the Institute: Introductory course 

lecture on ‘Partnership law’, by Mr Patrick W. Medd, 

Barrister-at-law. 

Visit to the Royal Mint (limited numbers). 

Saturday, 10 a.m. at Reading: Whole-day pre-examina- 
tion course. 

Students are reminded that the Library and Study 
Room at Spencer House, South Place, London EC2 
are open on Mondays to Fridays from 9.30 a.m. to 
5.30 p.m. The Study Room is available in the evening 
by prior arrangement. 
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Accounting Statistics 


HETHER or not the recent rise in equity prices to 
new heights on the London Stock Exchange has been 
overdone, is a question that only the future can answer. 


Rumour and optimism apart, however, there have been a number 


of sporadic announcements of encouraging profits figures from 
some leading companies, as well as the recent warning from Mr 


.. MaunLING that the resources of the economy are approaching a 
. Stage when they will be severely stretched. This suggests that the 


stock-markets can face the future with rather more optimism 
than at any time in the past two years. 

Confirmation. of the rising trend of industrial -— is pro- 
vided by the latest survey of the accounts of quoted public com- 
panies prepared by the Statistics Division of the Board of 'Trade. 


. An article in the Board of Trade Journal for November ist 


analyses 678 accounts which were received by the Division 
between July ist and September 3oth, 1963. The ‘average’ 
accounting date, i.e. the date to which the accounts were made up, 
for this group of companies is about mid-December 1962. Thus, 
the sample of accounts in the main reflects the trading experience 
of the past calendar year, although there are included a few 
accounts which were published so tardily that the shareholders 
have only just learned what their company earned for the year 
ended April 1962. 

The gross income of this sample of 678 companies is £30 
million higher, at £736 million, than that of the same companies 
for the previous year. By itself this increase would hardly, merit 
more than passing satisfaction. When, however, the results of 
this sample are compared with the results of those companies 
whose accounts appeared in the two preceding quarters, the full 
significance of the present trend emerges, as can be seen from 
the table on the next page. 

The aggregate increase in gross income of the companies surveyed 
during the year to September 30th was probably negligible, since 
the increase from £2,393 million to £2,405 million can probably 
be largely explained by the slightly smaller sample of accounts 
received, i.e. 1,981 against 2,033. The analysis of the successive 
quarterly samples, however, shows that, for the companies in- 
cluded in each quarter, those whose accounts cover the later 
period show better results. For example, while the 361 companies 
whose accounts were received in the first quarter of 1963 
sustained a fall in aggregate gross income of {20 million, the 
samples for the next two quarters show increases in gross income 
of £23 and £30 million apiece. Thus, taking the accounts of the 
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1,981 companies which appeared between October 
1962 and the end September 1963, there is 
merely a modest improvement of £12 million. 
In contrast with this aggregate the trend over 
the successive quarters is markedly encourag- 
ing. 

Before examining these accounts further, 
their source and coverage should be explained, 
not least because if they are not a fair sample of 
all branches of British industry, then the con- 
clusions to be drawn from their analysis can 
hardly be generalized to cover the entire economy. 
The Board of Trade survey originated in the 
publication of the National Institute of Economic 
and Social Research study of Company Income 
and Finance 1949-1953, which analysed the 
accounts of some three thousand companies. 
The Board of Trade, with encouragement from 
the Institute, decided to continue with the work. 
Since 1957 the analysis of the accounts received 
each quarter is published in the Board of Trade 
Journal. Analyses covering longer periods and 
yearly aggregates are published periodically 
in the new Ministry of Labour publication: 
Statistics on Incomes, Prices, Employment and 
Production. 


All companies included in these surveys have 
disclosed assets of £4 million or more and their 
shares are quoted on a United Kingdom stock 
exchange. Not all industries, however, are 
covered in the survey. For example, those con- 
cerns whose main interests are in agriculture, 


INCOME AND FINANCE OF QUOTED COMPANIES (f Million) 






1961 1962 


1963 


927 
5,620 
(618) 


2,405 
14,635 
(1,981) 


Gross income (1) 
Net assets i 
(Number of Een 


2,393 
13,701 
(2,053) 


Appropriation of gross 
inco 


Taxation (including 
E adi UD 


811 792 + 5 
Dividends (net) BS 
interest .. "A $20 551 T12 
Company retentions 1,037 1,035 +5 
Share due to n 
interest  .. 26 27 td 
Gross income (1) 2,3938 | 2,405 +23 





(1) Including prior year adjustments other than tax, ' 
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insurance, banking, finance and property, as well 


as those operating overseas, are excluded. In 
effect, therefore, the companies included reflect 
the trading experience of the industrial, manu- 
facturing and constructional industries in the 
United Kingdom; transport, too, is included. It 
need hardly be added that the coverage of the 
British economy is thus virtually complete since 
private companies and other trading undertakings, 
although more numerous than their public 
counterparts, nevertheless contribute a very much 
smaller part of total production. It is noteworthy 
that the 3,000 companies, whose accounts were 
analysed in the original N.LE.S.R. study, con- 
trolled between them some fifteen thousand ` 
subsidiary companies. 


4 


In addition to the analysis of the profit and loss i 


accounts, which for each quarter’s sample is 
published in rather more detail than the summary 
disclosed in the table below, the Statistics Division 
provides a detailed analysis of the balance sheets 
of the quarterly sample. ‘These figures are classi- 
fied under the main headings of fixed and current 
assets, as well as current liabilities to arrive at the 
net current assets. The latter total is in turn 
broken down to show the main interests and 
future claims against them, e.g. ordinary share- 
holders and the Inland Revenue. 


i 


Every professional accountant will recognize™~ 


the difficulties of this type of analysis given the 
different forms of published accounts and the 
widely differing bases of asset valuation employed 
therein. Nevertheless, the value 
even of such limited information 
as may be culled from such 
statistical work is considerable 
and, given the requirements of 
the National Economic Develop- 
ment Council, there can be little 
doubt that economists and statis- 
ticians will soon be urging the 
profession to give even more 
detail, possibly upon some stan- 





1963 


4,385 
(678) 


accounting year has ended. This 
is a field in which co-operation 
between the two professions can 
help achieve a better understand- 
ing of each other’s work and of 
the national economy as a whole. 


dardized basis, as soon after ss d 
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- Robbins — A Warning to the Profession 


by PROGNOSTICATOR 


EMBERS of the accountancy profession 
will be lulled into a sense of false 
security if they read little beyond the 
words in Chapter I of the Robbins Report: ‘Since 
our terms of reference are limited to full-time 
education they exclude the large number of 
students who study by part-time or correspond- 
ence courses.’ Significantly, the words which 
immediately follow read: ‘But we have found it 
necessary both to refer to the present stage of 
"part-time higher education and to take into 
account its possible role in the future because of 
the contribution it makes to the stock of qualified 
manpower and because estimates of the provision 
required for full-time courses must include some 
assumptions about the future of part-time study.' 
In Chapter XI, with the section on 'Part-time 
study and professional education’, there is recogni- 
tion of the high quality of work undertaken by 
some correspondence colleges. Significantly, again, 
the concluding words of that section, which relate 
to organized classes for prospective barristers, 
solicitors, accountants and others, read: 
‘Criticism . . . is likely to be based much more 
upon lack of humanistic breadth and upon narrow 
^ technicality than upon absence of intellectual 
difficulty. ... A lawyer, an accountant or a company 
secretary trained in this way was not likely to be 
lacking in professional knowledge as compared with 
his counterpart who had passed through a univer- 
sity or some other institution of higher education. 
But he was perhaps less likely to be sensitive to the 
general implications of his subject and for that 
reason less aware of the currents of change.’ 


Repercussions on the Profession 


What else does Robbins say? On the face of it 
little which is directly related to the professions. 
But there is a great deal which will inevitably have 
repercussions upon the future of the accountancy 
and other professions, which will determine their 
_ future recruitment, and which will in time sub- 
stantially modify their present methods of educa- 
tion and training. 

The target, as previously stated in these 
columns, is an expansion from the present 216,000 
to 560,000 places in higher education in 1980-81 — 
with its intermediate target a figure of 328,000 as 

early as 1967-68. There will be sixty institutions 


of university status, which will include the colleges 
of advanced technology and some regional colleges. 
The axiom is that a place is to be provided for all 
who can satisfy the necessary entrance require- 
ments and who wish to pursue that higher educa- 
tion; the bulk of the expansion will be in the 
universities. Academic awards will be available 
to all who reach the standard. - 

There seems little doubt that the future of 
higher education will lie along the paths which 
the report indicates. Both of the major political 
parties are already commencing to vie with each 
other in their adoption of its recommendations; 
in an election season it could perhaps hardly be 
otherwise, but it is not likely that educational 


developments on these lines will be merely an 


election promise to be forgotten when the results 
of the poll are declared. 

Nor is the report worried as to standards. 
Recent expansion, it is said, has not been accom- 
panied by a lowering of standards; indeed, the 
percentage of the relevant age group achieving 
minimum university entrance qualifications has 
risen by 50 per cent since 1954, while the univer- 
sity expansion has not kept pace with its growth. 


Attracting the Graduate 


The warning should now be clear. As the 
years go by an increasing proportion of brighter 
pupils will expect to proceed to some form of 
higher education for which they will be subsidized 
by the Government or by local education authori- 
ties. From what sources, therefore, will the 
accountancy profession draw its recruits in these 


` later years? Today we already hear of headmasters 


who persuade their pupils who have little prospect 
of university entrance to 'go in for accountancy'; 
to them it is still an ‘O’ level profession, which is 
certainly not the case with architecture, law and 
medicine. Of course, some who have stayed on in 
the sixth form and obtained passes at the advanced 
level enter the profession; more may do so with 
the attraction of a reduction of one year's service 
under articles introduced by the English Institute 
and the Association. 

But more and more we shall find that the boy 
who reaches the advanced level standard will find 
himself attracted to some form of higher education 
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as an alternative to thinking in terms of com- 
mencing accountancy training as a school-leaver. 
He will increasingly want to go on for a further 
three years if only because he will be aware of the 
help which a degree can give him both in salary 
and in prospects. He will almost certainly enjoy 
those three years and his State or other grant will 
be enough to see him through financially. 

The profession must look zoz at the report and 
its implications. It will have to recognize that its 
future lies with those young men who will pursue 
the courses of higher education which the Robbins 
Committee has in mind. Today, only a meagre 
ro per cent of the Institute's articled clerks are 
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university graduates; this figure will have to be 
multiplied. The professional bodies will have to 
ensure that accountancy is a recognized subject. 
of study at universities and at other places of 
further education. Above all, perhaps, the tradi- 
tional system of articles will have to be remodelled 
so that this is more and more adapted, not to the 
immature entrant of 16 or 17 years of age (for that 
is the historical basis of the system), but to the 
more mature young man of 21 years and over who 
at the present time is not greatly attracted by the 
system and who, with the expansion which the 
Robbins Report forecasts, will increasingly look 
elsewhere. 


EXPENSES AND TAX CONSIDERATIONS 


CONTRIBUTED 


REPARATION of statements of income 

and expenses for actors, actresses and other 

entertainers presents certain difficulties 
which are peculiar to that profession. They are a 
body of exceptionally interesting people, often. 
with attractive personalities, but inclined to live 
in a world apart. When the serious problem of 
dealing with their expenses arises it may shock, 
alarm or worry them. Alternatively, the whole 
matter may be countered by an attitude of 
complete indifference. 

The accountant cannot yield to similar reactions 
and must endeavour to stress, gently and firmly, 
the necessity for the salient information he will 
require to prepare accounts. While some of the 
figures will be based on experience, and some- 
times on inspired estimation, such calculations 
must have their roots in fact or they may well 
become wild guesses. 

In the first place, the client should be persuaded 
that as a general rule it is very helpful indeed to 
provide bills, receipts and cashed cheques in 
support of the expenditure. Because, clearly, it 
is not always possible to do this for cash expendi- 
ture, the artist should be encouraged to keep a 
small diary or notebook in which such unvouched 
expenditure can be jotted down as it is incurred. 
This may sound rather boring to them, but if it 
is pointed out that it is far easier to remember, 
say, a taxi fare on the day the money is spent than 
some time later, after the end of the financial year, 
co-operation is often forthcoming. 


Assuming these preliminaries to be fairly well 
organized there are a number of broad headings 
of expense under which the accounts can be 
prepared. 

Accommodation 
The client may have a house in, say, Devon and 
maintain a flat in London. In these circumstances 
the whole of the flat outgoings are reasonably 


A 


chargeable as an expense. Care should be taken ^— 


to see that travelling is generally calculated from 
the London flat and that no charge is included for 
travelling between Devon and London. 

If there is only one residence, then the 
accommodation charge may be limited to a 
proportion of those outgoings. These can be 
apportioned normally between business and 
private use by considering the total number of 
rooms involved and the relative use of one or 
more of those rooms, either wholly or partially 


for professional purposes. Circumstances differ . 


widely, but it should be borne in mind that 
entertaining 1n the home of professional contacts 
and associates can be argued to constitute a 
business use. Dealing with correspondence and 
fan mail, reading scripts, learning ‘lines’ and 
rehearsing, are other examples of the use of the 
home for professional purposes. 

Where a young artist lives with the family no 
charge for accommodation should be considered. 
To include such a charge may well lead to a 
future Case VIII assessment on the parent. Prior 


to the 1963 Finance Act, the gross annual value 
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Adventure is all 
Very well, but... 


Intrepidity never ranked very high among the qualities 
required of a trustee, Then came the 1961 Act; and trustees 
were final freed—and generally expected —to venture 
forth from the asylum of the old trustee securities into the 
jungles of equity investment. For how many this new 
freedom looked like the last straw we do not know. Yet 
there was (and is) no cause for despair. An investment in 
The M&G Trustee Fund is a complete, trouble-free 
(and economical) solution tó the problem. 

Although open to all investors, this new Fund has been 
specially planned to meet the requirements of trustees. Its 
income is distributed in accordance with trust law. It 
provides an investment in selected equity shares, widely 
spread and professionaly managed—and in some cases 
not open to purchase by the trustees themselves, Life- 
tenants will welcome the respectable yield of the Fund, 
and some of them its high net U.K. rate. And ingenious 
provision is made for accumulation in those trusts whose 
income is to be reinvested for a minor. 

Could you do better by bearing the burden yourself? 
If you doubt it, why not write (or send the coupon below) 
for full details of 
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M&G 


Price: 12/84d. Vield: £4.12.2d.°% Net. U.K. rate: 6/5d. in the £ 
(October 30th) (gross) 
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Please send, without obligation, further details of THE M&G TRUSTEE FUND 












NAME TAAR EE] DI ITT TTT TT Agegeggegeed 


BLOCK CAPITALS PLEASE 


ADDRESS DT eee SOUR ORDERS EA NORE FF dee ERE E ER NONE RO RN AJ OOO P EO CO VAT M PER OR OE dH) M6 Ae IHE IER ARA A EE Eur Ah REESE RESET ET EE Cha dq up m ned der il 
ein 9 H 
w aan 


THE 
xvin ACCOUNTANT November 9th, 1963 


A 





‘en 


HOW SIMPLE IS*SIMPLE' ? 


‘Simple’ is a comparative term. Sometimes it only means ‘less complicated’. 
But sometimes - when it is applied to the new Olivetti Audit 24-class 
range of accounting machines, for instance - it does mean ‘simple’. 
Features like these are simple by any standard: ` 
e operator decision confined to the decision between a 'normal' and an 
'exceptional' posting sequence - between, for example, a debit and a 
credit entry; 
e a 'short' numerical keyboard that can be learned by anyone, with or 
X. without previous training, in a few minutes - and touch operated at high 
speed within a few days. S 
And yet the Olivetti Audit 24-class machines are less expensive to 
install and to run. 





as organisations and firms like these The American Express Company Inc 
British Railways (Southern Region) Cow & Gate Ltd . Evershed & Vignoles Limited = 
Fiat (England) Limited - Forestry Commission Horizon Holidays Limited - Kenwood = 
Manufacturing Company Limited J Lyons & Company Limited * Morganite Crucible 
Limited The Observer Limited - James Robertson & Sons Preserve Manufacturers , 

Ltd Sangers Limited - Tetra Pak (London) Limited have already discovered ` 
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British. ol Ivett E Ltd. - 30 Berkeley Square - London W 1 


November 9th, 1963 


was usually included in the outgoings where the 
property was owned and not rented. Whilst the 

-use of this ‘yardstick’ has ceased, repairs and 
insurance should now be included. 


Travelling 


Travelling, generally, includes fares on public 
transport and taxis, as well as car hire. Where a 
car is owned and used professionally, some 
attempt should be made to keep a mileage record. 
Sooner or later, there is an argument with the 
Revenue over this and it is of value to be able 
to rely on facts in such an argument. 
Total expenses are apportioned between busi- 
ness and private use in the ratio of the mileage 
recorded. Capital allowances will be allowable in 
the same proportion. Should such a record not be 
available, the figures must be estimated. A 
standard method of calculation is to consider the 
value of petrol and oil as 5s per gallon. The cost 
of petrol and oil consumed is divided by 5s to 


assess the gallonage. The total mileage is the 


product of the gallonage and the known average 
consumption for that type of car. 

Business mileage should be calculated by 
reference to the distances covered and the 
frequency of the journeys to studios, theatres, etc., 
and expressed as a proportion of the total mileage. 
If this gives a reasonable ratio when considered 
in the light of the ascertained degree of private 

_motoring, the computations may properly be 
included in the accounts. 

Expenses incurred on organized tours and on 
location are chargeable except to the extent 
that they are reimbursed by the production 
company. 

Hotel expenses away from home are an 
admissible expense but the Revenue usually insist 
on a “personal element’ restriction and it is as 
well to make this adjustment in the accounts. 


Telephone, Postage and Stationery | 


All professional expenditure on these items 
should be included. A young client may make 
telephone calls from the parent's home and not 
be asked to pay for these calls. This does not, 

- however, preclude the cost of them from being 
considered as an expense. 

This type of expenditure, except when tele- 
phone accounts are available and can be properly 
réstricted for personal element, is largely esti- 
mated. It is, however, easier to estimate weekly 
or monthly in the diary or notebook than yearly 
from memory. 
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Entertaining 


The existence of restaurant bills and receipted 
accounts for wines and spirits when entertaining 
helps considerably. Agents, directors, producers 
and similar people are usually entertained and it 
is obvious that there is a certain amount of 
reciprocal entertaining. Some allowance should 
be made for this and for the personal element 
involved, but only in rare cases would this 
exceed 25 per cent of the total expenditure. 

To lend further accuracy to the composite 
picture, the client may be reasonably confident 
that on, say, one in ten occasions, no restaurant 
bill was obtained. Due allowance can be 
made for this on the basis of the vouched 
expenditure. 

The diary is useful if the pubes of people 
entertained at home, the number of such 
occasions and the approximate cost per head can 
be recorded as these events arise. The diary may 
also help to indicate ‘outside’ entertaining where 
a bill was not obtained. 


Advertising and Publicity 


This heading includes the usual advertisement 
in Spotlight, expenditure on fan mail (especially 
where it is necessary to employ someone to deal 
with this), the cost of professional photographs, 
and the provision of theatre and cinema tickets 
for professional purposes. These tickets can be 
given to agents, producers and others for 
publicity, but there may be a limited business 
expense incurred in personal visits to theatres, to 
familiarize the artist with other performers' 
styles and general research into theatrical tech- 
niques. 


Wardrobe, Laundry and Dry-cleaning 


These items are often a particular source of 
difficulty in dealing with the Revenue, since the 
whole of such expenses are not incurred neces- 
sarily for professional purposes, and even clothes 
bought for a specific production may have a 
residual value if they can be used for ordinary 
wear. Actual bills for clothes are very important. If 
the expenditure has been properly supported by 
vouchers and the professional use has been 
fairly continuous in the year, a reasonable 
restriction for private use is one-third. If there 
has been little professional activity, however, the 
private element may well be as much as two- 
thirds. 

The same remarks apply generally to laundry 


* 
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and dry-cleaning charges, except that where part 
of the laundry charge is specifically for 'theatrical 
laundering’, this element should not be restricted. 


Make-up, Manicure, Hairdressing 
and Beauty Treatment 


This is another contentious group of expenses. 


Obviously some personal expenditure is involved, 


but it is also true that the total expenditure is 
considerably larger because of the profession. 
Apart from the stage ‘presence’, professional 
entertainers must necessarily maintain an off- 
stage ‘appearance’ standard far above the average. 
Dental treatment of a purely cosmetic nature, 
Turkish baths and other weight-reducing treat- 
ment are examples of expenditure of this type. 

When dealing with an actress, due considera- 
tion must be given to the extent of the professional 
activity and whether, as for films and television 
shows, the actress is sometimes ‘made-up’ in the 
studio at the expense of the production company. 
The average hairdressing and beauty treatment 
must also be considered in relation to the 
particular actress, as such expenditure can vary 
greatly from one person to another. 

The same principles apply to an actor’s 
expenditure, although it is doubtful if it could be 
suggested that part of his ‘make-up’ expenses 
were personal, 


- Subscriptions and Professional Journals 


The subscription to Equity is the main item 
under this category of expenses, although there 
may be other small items or even donations to 
theatrical charities which can be included. 

Expenditure on purely professional books, 
magazines and periodicals is included in full. 
Where more newspapers are purchased than 
normally in order to read theatrical reports and 
criticisms, then a proportion of the total cost 
may be justified. Payments made to an agency 
supplying newspaper cuttings of this description 
may also be allowable. 


Miscellaneous Expenses 


Gratuities. 'Tips to theatrical and studio staff such 
as stage doormen, dressers, call-boys, property 
and wardrobe personnel are properly chargeable. 
Gifts at the end of a ‘run’ or a production may be 
admissible as well as telegrams on first nights, 
flowers and that sort of 'goodwill' expense. 
Television hire etc. Half the cost of the 
television licence is usually allowed and the same 
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proportion of the hiring charges. If the set is 
owned, there will be relief available to the extent 


of half the capital allowances. At this point it is À 
. convenient to mention the possibility of relief 


by way of capital allowances on other items which 
may be used professionally. An example of this 
is the use of a tape recorder for rehearsing. 
There are, apart from the general headings of 
expense referred to, a few further items which 
are peculiar to certain branches of the profession. 
A specific example is the cost of voice training 
in the case of a singer. Every charge or suggested 
expense should be considered in the light of 
normal commercial practice. The expense must 
be necessarily incurred in the exercising of the 
profession. The only other expense heading for 


inclusion in the accounts is the charge for. 
accountancy services. 


Income 


There remains only the question of income. 
This may be obtained from the client’s own 
records and possibly confirmed by reference to 
the relative production companies. If an agent 
is employed then the total income should be 
obtainable from that source and will, of course, 


have to be shown as the gross income received, 


less commission, in the accounts. It is as well 
to remember that the Revenue have an official 
source of information from which an attempt is 


made to reconcile the income reported in the — 


accounts. This is the return made by the pro- 
duction companies on Forms 46P, under section 
20, Finance Act, 1956. | 

Having reached this stage, an overall cash 
reconciliation should be made. This serves to 
establish the availability of cash for living 
expenses and to confirm that the cash estimates, 
on which the accounts are based, are reasonable. 

Finally, the accounts are prepared and sub- 
sequently agreed with the client. Submission 
to the Revenue follows, but it is wise not to agree 
any appreciable difference with the Revenue 
without recourse to the client. 

Preparing the accounts by the proper use of 
restrictions for personal element should mean 
that half the battle is won. The Revenue must. 
consequently argue that the extent of the 
restriction is wrong. This is more difficult than 
suggesting a disallowance for certain items of 
expenditure and thrusting the onus of disputing 
the degree of the suggested restriction on to 
the accountant. This, of course, apart from being 
good accountancy, is shrewd taxmanship. 
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The Practising Accountant’s 


Contribution to Productivity 


by CHRISTOPHER BOSTOCK, M.A., F.C.A. 


Introduction 


HE public image of accountants is not always 

linked with the idea of productivity. I do not 

l think that this is an over-statement. I do think 

it is an incorrect image, and I hope that by the end 

of this paper I shall have demonstrated that the 

accountant has a vital part to play in the promotion 
of productivity. - 

Many people think that the accountant’s con- 
tribution to society is primarily negative; it is 
thought to be concerned with seeing that business 
is not expanded too quickly, that investors’ money is 
not put to too much risk, that taxpayers do not pay 
too much tax, and that shareholders are not kept 
too much in the dark. The business manager still 
thinks too often of the accountant as the 'no-man' — 
the person who almost always advises against any 
new business venture, and supports his advice with 
detailed prognostications about the unavoidable 
pitfalls which lie ahead. Yet the business man con- 

. tinues to ask the accountant to advise on new enter- 
prises, presumably because he feels that, if he is able 
to overcome in private argument with himself the 
feeling of hopelessness engendered by reading the 
investigation report of his accountant, the pro- 
position must be truly worth while! 

'The accountant himself, understandably and 
correctly, takes a different view of his contribution 
to an industrial society. We must admit that we see 
ourselves on occasions as more potent aids to efficient 
and profitable business than we always are. We may 
be inclined at times to shake our heads over the 
mess that some businesses get themselves into, and 
to speculate "what would have happened if the 
advice of accountants had been taken at the right 
time and in the right quantity. We can indeed point 
to many businesses which have been led by account- 
ants to success. But I think it would be wrong to 
‘boast too much of the achievements of these men; 
may they not be brilliant professional directors, who 


happen also to have accounting qualifications, ` 


rather than pure accountants who happen to find 
themselves acting in managerial positions? 

There are undoubtedly misunderstandings on all 
sides as to the way in which practising accountants 
can contribute to productivity. I shall endeavour to 
clear some of these up by: 


The first of a short series of papers given during 
this National Productivity Year, relating accoun- 
ting to productivity. It was given in Liverpool 


last March under the auspices of the Liverpool 
Society of Chartered Accountants. 





(a) examining the nature of productivity; 


. (6) helping business men to identify the help they 
can get from the practising accountant, so that 
they know what to ask for; 


(c) suggesting to practising accountants the part 
that they can play in offering positive assis- 
tance. 


Nature of Productivity 


Productivity is a word suffering from excessive use, 
which has also had the misfortune to collect a 
number of political undertones in the last fifteen 
years. We are told that it goes up and down ~ or to 
be more accurate, it goes up sometimes more quickly 
than it does at others. We are told that incomes should 
be linked with it. But many people do not really 
know what it is. I shall try first to discuss the 
manifestations of productivity and then to consider 

its elements. f 


Manifestations of Productivity 


Productivity is best identified by its manifestations, 
since the alternative is to attempt some philosophical 
definition — and philosophy has not yet been added 
to the curriculum of the articled clerk. Thus good 
productivity is shown by the ability to provide goods 
or services over a period of time: 


(a) at an acceptable price; 
(b) of good quality; 
(c) with a good service to the customer. 


In other words, when we talk about increased 
productivity we mean producing more at a lower cost 
per unit, with maintained or improved quality and 
with the best possible before, during and after sales 
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service. We do not mean providing goods or services 
showing inventiveness or marked technical originality, 
nor the use of ever newer marketing skills. 


Elements of Productivity 


If these are the ways in which good productivity 
shows itself, what are the elements of which it is 
composed? I think that there are only three elements 
of importance, which are: 


(1) efficient organization; 
(2) readiness to change; 
(3) acceptance of responsibility. 


It has been truly said that there are no problems 
in business, only problems with people. All business 
activity is concerned with organizing groups of 
people to do things; if the organization is good the 
business will be good. If the organization is bad, 
the business may temporarily prosper — because no 
other business in the competitive market is any 
better organized — but will not do so continuously. If 
a business is correctly organized it will not be caught 
without markets or without products, because the 
efficient organization will have attended in time to 
these problems by development, by market research, 
by positive product and marketing policies, by 
diversification where appropriate, by amalgamation 
in other cases. It may seem facile to suggest that 
the greater part of productivity stems from efficient 
organization, but the argument can be fully supported 
by logic and example. 


Efficient Organization 


Organization implies a great deal more than the 
drafting of an organization chart for the managing 
director's edification, It is the stuff of which business 
is made. Business must determine policies, make 
plans to carry out the policies, and then manage 
events so that they follow the plans where possible 
and take advantage of chance events which were not 
foreseen at the time the plans were made. Where 
accountants have most frequently penetrated into the 
field of business organization, they have tended to 
concentrate on the first and last stages of organiza- 
tion — they have helped in the determination of 
original policy and in the controlling of day-to-day 
events, where they can be controlled. 

Businesses must be organized to design products, to 
plan how to make or provide them, to maintain 
quality, to carry through the ‘manufacturing’ process 
(and I wish to include in manufacture the work that 
goes to provide a ‘service’) to effect delivery to time, 
and to obtain payment. It is not difficult to postulate 
departments or sections of a business to be charged 
with these duties. Most businesses go this far. But 
they often do not go much further. 

Within any department — take, as an example, a 


THE 
ACCOUNTANT 


November 9th, 1963 


design department — there must be a clearly defined 
organization, There will probably be someone in 
charge of the department as a whole, leaders of 
different design teams, designers of different skills 
and qualities within the teams. 

‘They have to know what they are trying to design, 
who is to use it, when it is required, how long it has 
to last, how little it has to cost, how much can be 
spent on the designing of it, Where design is not 
properly organized, the product is not right, nor are 
the costs. Unfortunately, it is often easiest to see 


evidence of poor organization for design in the. 


defence budgets of this and other countries. 

A test that can be simply applied in any business 
to see whether organization is basically efficient is to 
find out how easy it is to instruct a new member of 
the staff in his duties. Can the new man listen to his 
duties being described and then immediately receive 
a written record of what they are? Or, is it a case of 
him being told that he will act as an assistant to X., 
who will tell him what to do, so that three months 
later he is still finding little jobs which seem to be 
part of his duties? British business has made light of 
organizational problems; its managers and its 
professional advisers have not read nor studied the 
theory of organization with sufficient care. Account- 
ants and others offering consultancy services have 
not stressed that they are consultants in organization. 
Costing systems are a way of organizing for the 
control of expense; work study is a way of organizing 
the control of manufacturing operations and of the 
labour involved ; market research is a way of organizing 
the marketing side of a business; operational research 
is a way of organizing the loading of work in different 
sectors of a business; office organization and methods 
(O. & M.) is a way of organizing a productive 
office. 

The practising accountant is available to help in 
some of these organizational jobs. I shall have some- 
thing to say later about the way the accountant 
should provide this help. But for the moment it is 
important only to indicate the areas which should 
come specifically within the province of the 
accountant. These areas are: 


(a) basic business structure; 
(b) staff organization; 

(c) financial planning; 

(d) management reporting; 
(e) office methods. 


I shall say something about each of these areas in 
turn. l 


Basic Business Structure 


Whether a business is just starting, growing normally 
or expanding quickly, it must always give attention 
to its business structure, By this is meant both its 
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Price[Performance secrets of Honeywell computers 


built-in optional extras 


A contradiction?Notatall!TheH-400,for example,inits basicpriceformincor- 


H-400 STANDARD FEATURES 


9 Independent console with input/ 
output typewriter 

€ Console breakpoint switches 

@ Index registers 

® Simultaneous read/write on magnetic 
tape 

® Multi-word transfer 

@ Fixed and variable length transfers 

@ 14 fixed start locations 

€ Automatic store index registers 
and jump to sub-routine instruction 

€ Automatic return from sub-routine 

€ Card reader reject pocket selection 
and multiple clutch points 

6€ Output edit instructions directly 
addresscardcolumnsorprintpositions 


porates facilitiesnormallychargedasoptionalextrasonsimilarsizesystems. 


9 Card punch reject pocket selection 
€ Card read binary -edited into 
Decimal, Alphanumeric or Octal 


. during transfer to work areas 


€ Input edit instructions directly 
address card columns and fields, 
and initiate automatic checking 
of each column 

e Simultaneous ‘Read Card’ and ‘Process’ 

9 Simultaneous ‘Punch Card’ and 
* Process! l 

© Simultaneous ‘Print’ and ‘Process’ 

© Simultaneous ‘Read Paper Tape’ ' 
and ‘Process’ 

@ Simultaneous ‘Punch Paper Tape’ 
and ‘Process’ 


OPTIONAL EXTRAS—HONEYWELL STYLE 


These extra facilities for the H-400 are 
necessary only for special purpose 
applications: 


Fast Multiply Divide 


- This unit speeds up mathematical com- 


putation and is required only for 
applications with a high proportion of 
mathematical work. 
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Print Storage For applications with 
a heavy printing load the Print Storage 
facility increases the printing capacity 
of the system without affecting central 
processor operations. 
For further details write to: 


Electronic Data Processing Division 
Honeywell Controls Ltd Moor House 


' London Wall EC2 METropolitan 9581 


HONEYWELL INTERNATIONAL 

Sales and Service offices in all principal cities of the world, 
Manufacturing in United Kingdom, U.S.A., Canada, 
Netherlands, Germany, France, Japan. 
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legal form — sole trader, partnership, private company, 
public company, group — and its internal structure — 
i.e. sectional, departmental, divisional. 

The accountant's role in assisting business men to 
determine the right legal structure for their operations 
js very important, and can be strictly relevant in the 
context of improving productivity. The right way 
to use the accountant in this respect is to seek his 
advice at the earliest possible stage as to the legal 
form to be adopted. 'T'oo often the client comes to the 
accountant and says 'I am going to form a company 
to do so and so’, when he should have said “I am going 
to enter such and such a market and I want your 
advice as to the best form of legal organization to 
adopt'. There is nothing inherently magical about 
limited liability, particularly at the stage when 
liabilities are in any event going to be small. Nor will 
» corporate structure necessarily solve financial prob- 
' lems overnight, as some people seem to assume. 


The right procedure should be for the business man. 


intending either to start from scratch or to extend 
his activities in some significant way to use his prac- 
tising accountants to: 


(a) set out the advantages and disadvantages of the 
different posible ways of organizing the 
business; 


(6) recommend a particular form of organization; 


(c) lay down a time-table for the creation of the 
organization, showing the points at which 
relations with other bodies will be established; 


(d) set out clearly who will be responsible for the 
work at each stage. 


This will give the accountant the opportunity he 
wants to consider questions of tax planning, 
financing problems, legal requirements, the cases 
for and against the use of subsidiary companies, etc. 
It will also ensure that the accountant works to a 
time-table and does not at any stage appear to hold 
up the development of the business. 

I am trying to force the accountant to apply the 
principles of organization to his own work and his 
own advice. It could even be~let me be honest — 
that some of the practising accountants here will 
look afresh at their own office organizations and 
consider whether they are really quite as well set 
up as they should be! 

I should like to interpolate here some remarks on 
amalgamation and size of business. I am not prepared 
to advocate size for size sake but I wish to stress that 
practising accountants must constantly bear in mind 
the size of their clients’ operations. This consideration 
is strictly relevant in deciding the organization 
required and the office services needed. But the 
practising accountant must in my view be prepared 
to give positive help when he finds that size 1s not 
right. He can often both point to the need to amalga- 
mate and help to bring it about. jn 
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` Staff Organization 


Once the basic business organization is determined, 
it is necessary to organize the staff within the parts 
of the business. It might be asked why the accountant 
should feel that he has any particular part to play in 
this work. My answer would be that, first, accounting 
within the business, if it is to be effective, should 
account according to responsibilities, and it cannot 
do this if responsibilities have not been defined; and, 
secondly and more narrowly, because the accountant 
cannot satisfy himself on audit matters without 
appreciating the organization of the business and the 
way in which an efficient organization has its own 
inbuilt checks and safeguards. Thus the practising 
accountant ought to be something of an authority 
of internal business organization. I have already 
remarked on the fact that Britain is not very 
advanced in this field, and I am afraid that the 
accountancy profession cannot claim any technical 
edge in this subject. But they must anyway be partly 
concerned and should take steps to ensure that they 
are not found wanting when a client asks them to 
check over the organization and advise as to the way 
in which it should be modified or developed to meet 
new circumstances. 


Financial Planning 


Financial planning is a field which the practising 
accountant has filled over the years. He may at times 
have tended to be over-cautious — or so some of his 
clients may have thought, even though it is not too 
bad a fault ~ but he has continuously urged clients to 
look ahead financially, to give warning when it is 
necessary to look for new sources of finance, to 
foresee the time when business structure must be 
changed so that financial advantage, if available, can 
be taken. This is fairly normal practice for the 
accountant who is acting as financial adviser — 
whether specially appointed and paid, or not — but 
it should always be in the mind of the practising 
accountant when advising a client. 

The money market and the different sources of 
finance are confusing to many business men, and 
they need a Baedeker to guide them through the 


; labyrinths of the City. If you have ever tried walking 


on gold, you will know how slippery it is. It used to 
be the prerogative of the practising accountant to 
conduct them on this tour. Often there are now 
occasions when the party is led by merchant bankers 
or issuing houses rather than accountants. ‘This may 
be a necessary part of specialization, but the account- 
ant is still the right person with whom to discuss the 
first steps — the timing and the other people to 
approach in connection with the raising of new 
money. 

When bank money was hard to come by, clients 


sometimes hoped that accountants could show them 


where to find overdraft facilities; when bank money 
is over-plentiful, bank managers sometimes look to 
accountants to find outlets for their funds; but what- 


:586 


ever the circumstances, accountants have a real 
contribution to make in showing their clients how 
to earn the confidence of their bankers. Bankers have 
a close insight into the affairs of their customers. They 
cannot help being unimpressed by customers who 
come for help when it is already late and when a 
crisis looms round the corner; they must also be 
unimpressed with customers whose accounts display 
unmistakable evidence of office inefficiency. Account- 
ants can show their clients how to avoid these 
pitfalls. In particular, they should be able ro help 
them to project their financing requirements forward 
with confidence and in so doing to earn the reciprocal 
confidence of their bank managers. 

Banks are not the only source of temporary help 
for financial difficulties. New ways of overcoming 
shortages of cash are being thought of all the time. 
It will often be the case that the accountant can 
materially help the cause of productivity by being 
able to tell a chent where to go for some particular 
type of finance, without which he cannot demonstrate 
to the world those manifestations of productivity 
which I mentioned earlier on. This type of advice 
will include such matters as the financing of exports, 
the use of long-term and contract hire, the facilities 
of specialized finance corporations, etc. 


Management Reporting 


It is probably in the fields of management reporting, 
and office organization and methods, that the 
practising accountant has the best chances of making a 
positive contribution to productivity. Management 
reporting is used here as a generic term to include 
all those facts and figures which management needs 
to have if it is to do its job effectively. | 

When an Anglo-American productivity team 
returned to this country in 1951, it reported that 
American management was much better served 
by its accountants than British management. ‘There 
are grounds for thinking that the position has 
improved relatively since then. But there are still 
far too many businesses which are run ‘by the seat 
of their pants’ as an American might say, or “by 
touch and intuition’ as British management some- 


times puts it. No one wishes to deny for one moment . 


that there is plenty of scope for management 
brilliance in this country at the present time. What 
is felt is that there is insufficient management talent 
to enable all decisions to be taken by pure intuition. 
It is therefore important to preserve the intuitive 
powers of management for the occasions when they 
alone can do the job, and to reduce as many of the 
other management decisions to the stage when they 
become just common sense. This is what efficient 
management reporting tries to do. 

The electronic computer has not yet been pro- 
grammed to run ordinary businesses more efficiently 
than human management; but the computer — and 
the kind of thinking that must go with those who 
are concerned with building, programming and 
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operating computers — has shown that many of the 
decisions which management has to take are not 
really decisions at all. That is to say that they need 
not be decisions, since, if all the relevant information 
were available before the decisions had to be taken, 
the result would be a foregone conclusion. This is 
exactly how the introduction of good management 
reports improves management and thus profits. 

The original term ‘management accounting’ was 
unsatisfactory in a number of respects, and not 
least because it suggested a rather narrow approach 
to the problem. 'T'here seemed to be some assumption 
that the accountant was only responsible for serving 
up to management figures in money terms, derived 
from his books of account. Many businesses are 
now moving far beyond this and are thinking of the 
accounts department as the information room of the 
business, equipped mentally and physically to process 
figure information of all kinds quickly and cheaply, 
and.to select from the mass of information available 
that which is of significance to management. 
Management reporting suggests this wider field. - 

It has often been noted in writing on management 
subjects that the bulk of the decisions taken by 
management are concerned with anything other than 
money. They are mostly decisions about the physical 
dispositions of men and machines. They will, of 
course, all ultimately have a financial effect on the 
business, and this effect must be properly reported. 
But long before this stage is reached there will be 
demands for information in non-financial terms. I 
think it is true to say that it has been the qualified 
accountant's lack of interest in information of this 
kind which in the past has tended to set a gulf 
between him and the managers of businesses; this 
gulf can now be closed up rapidly as accountants 
realize both the importance of this type of information 
and its relevance to them as the basic data upon which 
their financial accounting system is built. ‘Thus, hours 
of work, quantities of raw materials, units of elec- 
tricity, gallons of oil, dozens of finished products, 
eventually turn up in the financial accounts as wages, 
stores issued, power, light and heat, consumable 
stores, finished goods. Where the approach to accoun- 
ting and record-keeping is an integrated one — and I 
shall be saying something about this in a few minutes — 
the relationship between financial and. non-financial 
information is clear, but the relationship continues 
to exist even when the accounting methods are simple. 

The accountant must do some clarifying of his 
own thoughts before he can attempt to help manage- 
ment. In the past there have been some gloomy 
moments when accountants have seemed to suggest 


that: 
(1i) costing and financial accounting are two 
, entirely different things; 
(2) costing itself is either ‘marginal’ or ‘full’, but 
. never both; 
(3) accounting can only deal with facts and thus 
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cannot be concerned with the future but only 
with the past. 


-No doubt because accountants are normally people 
of considerable personal charm and persuasiveness, 
they have survived the periods when these narrow 
views have been taken without losing the confidence 
of management completely. Let us be grateful for 
this, and thereafter make certain that we do not 
again adopt such dangerous heresies. | 

Management reporting will normally be concerned 
with the future, will make no distinction between 
cost and financial accounts, because there will be no 
distinction, and will serve up marginal costs when 
required as readily as it will full costs. And it is in 
providing an accounting service of this kind that the 
accountant has a contribution to make. I should like 
to suggest that the minimum that will normally be 
required will be: 


(a) control of direct costs, labour, materials and 
other items by comparing actual expense with 
predetermined standards so that management 
can concentrate on the exceptions; reports of 
this kind to be basically monthly, with months 
being represented by periods of four or five 
weeks. For many industries I favour the 
approach which divides the year into eleven 
four-week periods, all strictly comparable and 
none confused by the incidence of public or 
annual holidays, and eight or nine ‘holiday’ 
periods which can never be strictly comparable 

— with other periods; 


(b) control of all other revenue expenses through 
budgets prepared by functions, so that a 
member of the management team responsible 
for a particular function is also responsible 
for budgeting for that function. Each month 
actual expenses, taking due account of accruals, 
wil be compared with budget and the 
exceptions brought to the attention of manage- 
ment; 


(c) control of capital expenditure through a 
system of capital approvals, within an overall 
budget for capital expenditure, so that monthly 
reports can deal with expenditure against 
approvals; 


(d) control of cash and liquidity through monthly 
reports showing the cash performance against 
budget and tracing the reasons for variations 
from budget back to the other reports which 
have, for instance, shown how increased capital 
spending allied with low profitability in the 
period have put pressure on the cash position. 


This is a kind of minimum reporting system. It can 
easily be elaborated, but it is difficult to reduce it 
without losing essential control information. It will 
be based on an accounts code, drawn up in accordance 
with the staff organization of the business; it leans 
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heavily on the forward-looking budgets; it cannot 
function at all without efficient accounting methods. 

If I am right in thinking that something of this 
kind is essential in all businesses, including the 
smallest, then the accountant who will be responsible 
for introducing something of this and then operating 
it will be a very important man in the organization. 
It is at this stage that managers who do not want 
accountants to get into this position should set their 
minds firmly against all ideas of benefiting productivity 
through efficient management reporting. On the other 
hand, if they want that kind of thing but do not 
feel that they have the right kind of person in their 
businesses to provide it, they should go and find 
the right person. 


Office Methods 


This brings me to the last area in which the accountant 
should be able to contribute to productivity. But 
though it is the last, office methods probably provide 
the greatest scope for immediate benefit. 

Until a few years ago most schemes of office 
mechanization started from the need to crack a 
particular problem; it could have been a ledger in 
perpetual imbalance, or tardy statements, or panicky 
paydays. It was normally something of this kind 
which led to simple office mechanization. The next 
stage was when the manufacturers of keyboard 
accounting machines started to produce machines 
which were pre-set to do several different procedures. 
When this happened it was natural for businesses to 
find ways of using the machines up to their capacities, 
just as it was natural for the makers of the machines 
to prefer to sell more elaborate machines which 
could handle several procedures, rather than simple 
and cheaper machines which could only do one job. 

The next stage has been reached only recently and 
is the one at which accountants and others start 
talking darkly about ‘integrated data processing’ — a 
nasty bit of jargon, but one which does say something 
new. It says — or tries to — that the modern office 
should be the figure factory in which is collected all 
the basic information I have mentioned earlier. ‘This 
information is then sorted, calculated into money 
terms, compared with standards and budgets, and 
digested into a form in which it can be used to settle 
accounts with third parties and to provide manage- 
ment information. The computer tries to do just 
this: but the non-electronic office can do the same, 
and often a good deal cheaper. | 

The practising accountant must be in a position to 
tell his client how to run his office most cheaply. But 
the accountant cannot expect to be a specialist in 
office methods of all kinds from photocopying to 
computing and also an expert on auditing, taxation, 
etc. He may be this kind of paragon, but even if he 
is not he must have decided in advance how he is to 
answer a client's cry for help. 

O. & M. work is very important to productivity 
because an efficient office — and one that, because it 
is properly equipped and organized, can take a pride 
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in its work — can act as a tonic to the whole business. 
The office acts incidentally as a clearing house for 
local information, and if the morale of the office is 
good this information will be disseminated with the 
right slant attached. On the other hand a poor office 
will act at the best as a negative force and at the 
worst as a demoralizing one. 


Readiness to Change 


Business is a dynamic thing: at all times conditions 
and methods are changing, people come and go, 
products are being redesigned, plant is being 
replaced. None of this occasions any surprise; yet 
if there 1s a definite reorganization of some section 
in the wind — and particularly if the section is the 
accounts department (or it might still be known as the 
counting house) — alarm and some opposition will 
be caused. Here the practising accountant can help 
greatly by using his experience to explain the advan- 
tages of change, to show that he has seen new 
methods at work, and to give assurance that he and 
his staff will be available in the background if there 
are any unpleasant side-effects of the change. 

Once a climate of change has been created it 
should be maintained. Here also the accountant and 
his staff can help during the course of audit and 
other work by stimulating new ideas. These will 
sometimes include ideas on amalgamation, on take- 
over, on company formation, on tax and estate 
planning. They may also trigger off major reforms in 
employment conditions, in executive salaries and 
many other fields. Some changes might be partially 
defensive, perhaps to fight off a bidder or deflect the 
attention of the Restrictive Trade Practices Court. 
But whatever the excuse, the practising accountant 
who feels that his visits are welcomed because of the 
stimulus that he gives to new thinking, will know 
that he is making a vital contribution to productivity. 


Acceptance of Responsibility 


My last element of productivity was acceptance of 
responsibility. I have already hinted strongly at the 
background to my thinking on this subject in the 
context of budgeting responsibilities. The point here 
is that no amount of efficient accounting control is 
going to be effective if there is not within the business 
a general acceptance of responsibility for the financial 
results. The practising accountant will often be able 
to do something for productivity here by pointing 
out a lack of responsibility. 

Where efficient accounting arrangements are based 
on a logical code of accounts, one field or section of 
the code should make it possible to analyse income 
and expenditure according to responsibility. I say 
‘should’ advisedly, since it will often be found at this 
stage that management responsibilities are so ill- 
defined that they cannot be reduced to logical form. 
If this is the case, the practising accountant will have 
done most of his job by drawing attention to the poor 
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definition of responsibilities. But he will also have 
opportunities in the context of budget preparation 


and management reports of directing some revealing 


questions towards responsibilities. 

In recent years much of management has been 
‘depersonalized’ by the introduction of ‘management 
by exception’, incentive schemes, work study tech- 
niques, etc. Methods of this kind all try to make 
management more or less automatic, so that judgement 
is seldom called for. This trend has much to com- 
mend it: but it brings certain disadvantages with it, 
especially in the sphere of human relations. Where 
management methods are largely automatic, in the 
way described above, there is little management 
responsibility to be taken by junior managers, and 
thus few opportunities for genuine leadership of the 
people within their command. It is possible that we 


have tended to go too far in this direction, and that ` 


by placing more emphasis on the personal aspects of —— 


management, and thus more emphasis on the 
personal responsibilities of management, the interests 
of greater productivity would be better served. 


Diagnosis and Cure 


Much of what I have said so far has been designed to 
enable client and accountant between them to spot 
the places in which the business needs help and 
arrange for the necessary advice to be given. I have 
perhaps concentrated unduly considering the help 
that the practising accountant can provide in the 
realms of management reporting and office methods; 
but then I suspect that clients will go more naturally 
to their accountants when problems of tax, amal- 


'gamation, take-over, company formation, finance, ete., 


arise than they will when someone suggests to them 
that they ought to think of having some ‘consultancy’ 
advice. I hope that what I have said may help 
clients to realze the nature of the help that the 
practising accountant should be able to provide ~ 
and the practising accountant to take steps to see that 
he can put his clients in the way of the advice 
required. 

The accountant in general practice will have to 
become a man of an increasing number of parts if 
he is to continue to provide the whole range of 
services for which he is trained and to which he is 
constantly exhorted. Members of the accounting 
profession — and people outside it — sometimes 
remark with regret at the scope allowed by account- 
ants to management consultants, issuing houses, 
merchant bankers and others, to develop specialized 


services to clients which might have remained the ` 


prerogative of practising accountants. The appearance 
of challenging and very healthy competition should 
cause no regret; but it may stimulate the profession 
to think very seriously as to whether it should 
hasten the development and use of specialists within 
its ranks. Perhaps practising accountants should 
consider whether this would not contribute greatly 
to their own productivity. ) 


DH 
` 


‘November 9th, 1963 


- Weekly Notes 


THE NEW RENT TAXATION EXPLAINED 


NOUGH has already been said to emphasize the 

extreme complexity of the provisions in the 
Finance Act, 1963, for the taxation of income from 
property. It is beyond the wit of most men to compre- 
hend these provisions without illustrations by means 
of arithmetical examples. Happily the Taxation and 
Research Committee of The Association of Certified 
and Corporate Accountants has with commendable 
speed compiled and published a booklet! which will be 
of great value in this connection. 

Instead of merely paraphrasing the legislation — an 
irritating habit of some textbooks - the booklet 
explains the new provisions in simple language and, 
more important still, provides no less than twenty- 
nine clearly-worked | arithmetical examples which 
bring the turgid phrasing of the Act to life and set 
aside doubts as to their precise meaning. 'To give but 
one instance of the helpfulness of the booklet we 
would mention paragraph 9 (2) of Schedule 9 to the 
Act, which has given rise to considerable difficulties. 
Paragraph 81 of the booklet explains it in two simple 
sentences and gives an example which makes the 
explanation even clearer. 

The booklet costs only 4s. Armed with this and the 
official print of the Finance Act (7s) the practitioner 

_is in as good a position as he can be to cope with the 
new provisions, without waiting for more elaborate 
textbooks costing much more. 


REVISED TAKE-OVER CODE 


HE original ‘code on take-overs' appeared four 
years ago under the title Notes on Amalgamations 
of British Businesses published by the Issuing Houses 
Association, and was referred to in a leading article 
in The Accountant of November 7th, 1959. Last week 


a new edition entitled Revised Notes on ` Company 


Amalgamations and Mergers was 
Association.? | 

'The booklet states that the organizations concerned 
in preparing the original notes think that the time has 
come to modify them. T'he Licensed Dealers (Con- 
duct of Business) Rules, 1960 (S.I. 1960 No. 1216) 
set out requirements to be satisfied when documents 
conveying a formal offer are circulated to licensed 
dealers. The Association considers that these require- 
ments are a minimum. The report goes on to say that 
it is generally advisable for an offer to be made in the 


put out by the 


t The Taxation of Income from Property — the Provisions of 
the Finance Act, 1963. (72 pp.) Price 4s (postage 6d extra). 

? Obtainable from the Secretary, Issuing Houses Associa- 
tion, 19 Fenchurch Street, London EC3. Price 6d per copy. 
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first instance through the directors of a company. 
Emphasis is laid on the need for secrecy while talks 
are going on; in particular, directors or those closely 
associated with them should avoid dealings in shares 
likely to be affected. There should be the minimum 
of delay in making a public announcement once an 
offer has reached negotiation stage and it may be 
advisable to make a preliminary announcement before 
the terms of the offer are divulged. A joint statement, 
in which the board of the company for which the bid 
is being made may reserve its position, is usually 
desirable. 

Boards have the responsibility of putting their 
shareholders in a position to judge freely whether 
the interests of all concerned have been taken into 
consideration. If a board decides not to recommend 
an offer to its shareholders, the company or individual 
making the offer is still free to communicate directly 
with shareholders and the board should be prepared 
to facilitate this direct approach, explaining its own 
position at the same time. 

The board of a company making the offer should 
ensure that its own shareholders are kept informed. 
The booklet goes on to advise on procedures and 
attitudes when a minority interest is acquired. Advice 
is also given about procedures when a formal offer 
is supported by purchases of shares in the market or 
otherwise, including some general advice on offers 
being declared unconditional. 


LOCAL AUTHORITY BORROWING 


OMMENTING on the recent White Paper on 
Local Authority Borrowing (referred to in last 
week's issue), The Institute of Municipal Treasurers 
and Accountants notes with satisfaction that the 
White Paper exonerates local authorities from the 
charge that they have followed unwise policies in 
financing their capital requirements. It expresses the 
hope that the wider access to the Public Works Loan 
Board — which is to cease to be only the lender of last 
resort — will help to bring down long-term interest 
rates. The fact that the Exchequer proposes to charge 
the rate at which the Government borrows, plus a 
small addition to cover management costs, should help 
in this process. 
The Institute welcomes the proposal to allow every 


authority to draw at least {50,000 of its long-term 


borrowing requirements from the Board in the first 
year of the new arrangements: it also hopes it will 
soon be. possible.to raise that sum to £100,000. 
Equally satisfactory is the freedom retained by 
councils to tap local and other sources of capital 
supply. 

Another sensible step, states the Institute, is the 
intention to modernize the Public Works Loan Board 
procedures, which are both cumbersome and archaic, 
although that is no fault of the Board itself: they stem 
from the statutes under which it is compelled to 
operate. The decision to make maturity loans, it adds, 
is a belated recognition of the modern financial 
techniques employed by local authorities for many 
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years past, as is the power to re-borrow from the 
Board and the severing of the link between individual 
loans and specific loan sanctions. All this must add to 
efficiency and secure greater economy in debt manage- 
ment. For the same reason, the intention of the 
Treasury O. & M. Division to examine the Board's 
procedures and the assurance that local authority 
associations will be consulted to ensure their con- 
venience will be taken into account in framing the new 
methods, are noted with satisfaction. 

If the proposed changes are accompanied by the 
issue of a general consent to most forms of local autho- 
rity borrowing, the Institute states, and the Inland 
Revenue are prepared to enter into arrangements 
permitting local authorities to account periodically 
for stamp duty instead of franking each individual 
document, much progress will have been made in 
streamlining the present somewhat outmoded 
practices. Moreover, the recently granted power to 
borrow by way of bond issue should facilitate the 
work of those councils who obtain part of their 
requirements from local sources. Here again, the net 
result will be to increase efficiency and lower the cost 
of debt management. 

The Institute hopes that the White Paper is the 
precursor of a Government policy of introducing, at 
much more frequent intervals than in the past, 
legislation recognizing improvements in local govern- 
ment financing and accounting techniques. 


STATISTICS: PAST AND PRESENT 


HERE can be no doubt now that the economic 

upswing is well under way; Mr Maudling’s 
recent warning of the strains inherent in the situation 
must surely have removed any lingering doubts. Just 
how rapidly the economy has revived is revealed in 
the national income and expenditure data for the 
second quarter of 1963 which are analysed in the 
October issue of Economic Trends. This shows that 
` total expenditure on the gross domestic product was 
5 per cent higher in the second quarter than the first. 
Likewise, exports which had been falling slightly 
during the last nine months of 1962 have increased 
strongly in the first half of this year. 

What must be of special interest to the stock- 
markets is the finding that the whole of the reduction 
in incomes during the first quarter of 1963 took place 
in company profits. In the second quarter, however, 
profits have recovered sharply and are 14 per cent 
higher. They are now running 9 per cent above the 
figure in the corresponding period 1962. Wages and 
salaries, too, have resumed their upward course; 
during the twelve months to end-June this year 
income from employment rose by 5 per cent. And, 
notes the report, the tax reductions in the Budget had 
still to take effect. Not surprisingly, gross fixed 
investment in the private sector has now ceased to 
decline. All is set for a sizeable expansion! 

For those who would review the economic events 
of the last half century, a publication by the London 
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and Cambridge Economic Service entitled Key 
Statistics of the British Economy r9goo-rg62 (The 
Times Publishing Co, 5s net), will be invaluable. 


D 


\ 


Eight tables classify some one hundred and thirty—^ 


series of annual data under the main economic head- 
ings such as production, trade, income and expendi- 
ture, wages, prices, etc. The title is a shade misleading: 
most of the series start at the end of the First World 
War, with only one or two estimates for years 
between 1900-19. Nevertheless, this will prove a 
useful publication in any economic research section 
when pre-war data are required since they have been 
linked with the post-war series, always a difficult 
problem with economic data. 


HOUSEHOLD EXPENDITURE PATTERNS 
ACH year a sample of 5,000 families is asked to 


co-operate with the Ministry of Labour in pro- 


viding details of their total expenditure during a two- ` 


week period. In return for their labours each member 
of the household receives £r. The information 
collected for 1962 has now been published and the 
Family Expenditure Survey 1962 (H.M.S.O. 15s net) 
is the third report on this subject since that of 
1953-54, which formed the basis of the revised cost- 
of-living index. An advisory committee recommended 
that the index, correctly termed the Index of Retail 
Prices, should be revised annually on the basis of the 
data collected in three consecutive years’ surveys. 
The index apart, the latest survey reveals some 
interesting facts about British households. Between 
1957-59 and 1962 the average weekly total expendi- 
ture of households has risen from {14 16s 94 to 
£17 irs rid. In these totals, food accounfed for 


L4 17s gd and £5 8s 2d respectively; while the- 


housing figure rose from 26s 11d to 34s 3d. 

A useful feature of the latest report is the inclusion 
of the schedules used for collecting the data, as well as 
the usual appendices on the design of the sample and 
definitions. 


INQUIRY INTO CIVIL SCIENCE 


MMEDIATELY on the heels of reports on 

secondary and higher education comes the Trend 
Report into the Organization of Civil Science 
(Cmnd 2171). A committee under Sir Burke Trend 
was appointed in March 1962, to consider whether 
any changes were necessary in the area administered 
by the Minister for Science, how to determine the 
amount to be allocated to civil science from Govern- 
ment funds, and whether any changes in the method 
of financing and the accountability of the different 
agencies was required. , 

Expenditure on civil research by the Government 
has risen from (6°58 million in 1945-46 to {151-60 
million in 1962-63, so that public interest in this 
problem is clearly justified. The four principal claims 
for money come from the universities, the Depart- 
ment of Scientific and Industrial Research (D.S.I.R.), 
the Ministry of Aviation, and the Atomic Energy 
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Authority, which between them account for £11940 
million. 

The pattern of research organizations in Britain, 
which has grown up haphazardly over the years, did 
not meet with the committee’s approval, nor did they 
find co-ordination adequate. They recommend the 
dissolution of the D.S.I.R. and a re-distribution of 
its functions over three new agencies, a Science 
Research Council organized in six divisions, a new 
Natural Resources Research Council, and a new 
Industrial Research and Development Authority. 
The Minister for Science should have a new advisory 
body composed of independent members, half of 
whom should be scientists, and the Ministry’s staff 
should, of course, be strengthened. 
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As might have been expected, the financial and 
accounting aspects of the committee’s brief receive 
virtually no attention, the sole conclusion reached 
being, “The existing system whereby the financing of 
the main body of scientific research in the universities 
is shared between the University Grants Committee 
and the Research Councils should be maintained.’ 
Nor is there any indication that the Trend Commiittee 
was in touch with the Robbins Committee which was 
holding its inquiries at the same time; had it been, 
the report would certainly have been different. One 
would have more faith in the co-ordination proposals 
of these Government committees if they themselves 
displayed a little awareness of the necessity to co- 
ordinate their own activities. 
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This is My Life... 


by An Industrious Accountant 
CHAPTER 197 


TA not feeling very well,’ said the financial 
accountant limply, half closing his eyes. We had 
met in the cloakroom where I was examining my 
shirt-cuff with some distaste. The apparently simple 
action of refilling my fountain pen had somehow 
resulted in a sharp spatter of dark blue drops on the 
edge of my sleeve; it was proving difficult to remove 
the traces with alternate hot and cold water and dabs 
of soap. 

— I can’t understand why, at my relatively advanced 
. age and ample experience, I still tend to get inky 
fingers when filling my pen. All these gimmicks of 
squeezing plastic containers, pushing down knobs or 
lifting levers, never seem to work properly for me. I 
think I’m allergic to pens somehow; they either leak 
or get lost. Ever since my school-days, with ‘P nibs, 
or my first pen, filled with a thing like an eye-dropper, 
I've had trouble. Feverishly blotting big black drop- 
lets on the furrowed yellow school desk, or finding 
my breast pocket sodden in a plane at high altitude, 
due to some mysterious pressure-change or some- 
thing, it's been the same monotonous list of disasters. 

One day, if I'm wealthy enough to be one of those 
traditional eccentric old millionaires (which is re- 
grettably unlikely), I'll keep a goose and cut my own 
quills. 

"Use lemon', said the financial accountant vaguely. 
~ "Oe that new eradicator with the funny name, what 
d'you call it? He examined his tongue in the glass 
carefully. ‘I feel terrible,’ he groaned. ‘Better take a 
day in bed, I think, the way my tongue’s coated; it 
must be an early flu.’ He cocked a sly eye sideways 
to see how I was taking it. ‘Maybe a couple of days to 
be on the safe side.’ 

He must have been conscious of a marked lack of 


sympathy in my expression, because he looked fit 
enough if ever a man did. His skin was clear, his 
colour was fresh and ruddy. He could have posed for 
an advertisement of the result of taking so-and-so’s 
admirable elixir, ready to move mountains. ‘If I stay 
around the office I'll have half the staff sneezing their 
heads off by tomorrow and the place will be a 
shambles,’ he said with a suspiciously deepening 
huskiness which ended in a racking cough. 

He’d have made a fortune in Drury Lane in the old 
days; he’d almost convince a skilled doctor that he 
was sick. But I was far from convinced. I've heard 
him at this lead-swinging before. 

The trouble is that he always feels sick when the 
work-load gets heavier. If an alleged puncture delays 
his arrival in the morning you can bet that he’s been 
at a party the night before. And as Charles Lamb 
remarked, if he’s late in the morning he goes home 
early to make up for it. 

I rinsed out the pen with cold water and hoped I 
wasn’t being uncharitable. He was looking rather 
reproachful. ‘It’s not as if I've taken all my sick-leave 
allowance this year . . . the junior auditor told me 
yesterday he's entitled to four weeks' annual sick pay, 
and he's planning to use it before Christmas. He has 
hay fever in heatwaves, you know, and he's quite 
aggrieved at doing so badly this summer, so he's going 
to have laryngitis over the winter.' 

(It must have been a meeting of twin souls when 
these two malingerers got together. I reflected on 
those of the old school of my ilk and generation, who 
stick grimly to their books through duodenals and 
arthritis, who stagger home at week-ends with bulging 
briefcases. They work late unnoticed, they sweat out 
their ailments uncomplainingly. Comparing them with 
this complacent slacker I dropped my pen in my 
indignation.) 

‘But I don’t approve of that sort of thing,’ the 
financial accountant was saying virtuously. 'Í never 
take my full quota; but never fight flu on your feet, 
I say.' He stood on my luckless pen and smashed it. 
‘If I’m out the full week I'll send you a doctor's 
certificate.’ l 
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Reviews 


The British Economy 


By Sir Roy Harrop. (McGraw-Hill Publishing Co 
Ltd, McGraw-Hill House, Shoppenhangers Road, 
Maidenhead, Berkshire. 305 net.) 


Sir Roy Harrod is one of the most prolific writers 
among professional economists, and many account- 
ants will be familiar with his views on the post-war 
economy. This new textbook is aimed primarily at the 
American public, but many readers on this side of the 
Atlantic would learn much from reading it. Sir Roy 
reviews the post-war economic development of the 
United Kingdom with particular emphasis on 
monetary and foreign trade issues, although he also 
has a clear and succinct account of the present prob- 
lems, such as the matter of an incomes policy. 

Like most economists, Sir Roy has his own 
individualistic ideas as to what mistakes have been 
made and what ought to have been done. Inevitably 
in such a book where so much is compressed, 
proposed solutions often seem easier than they are in 
reality. On balance, however, this is a book which 
can be recommended to any young or old accountant 
who wants a readable account of what has been, and 
is still happening to the British economy. . l 


Office Organization and Method 


Third edition, by GEOFFREY MILLS, A.C.I.5., M.B.1.M., 
¥.1.0.M., and OLIVER STANDINGFORD, F.B.I.M., F.I.0.M. 
(Sir Isaac Pitman & Sons Ltd, London. 22s 6d net.) 


Reviewing the previous edition, we commented on 
the admirable nature of this book which is un- 
doubtedly a source of great assistance to every office 
manager in the making as well as being most helpful 
in keeping existing managers up to date. Far from 
being in any way disappointing, this latest edition 
adds to the stature of the book’s reputation. Chapters 
dealing with punched-card operations and electronic 
data processing installations have been added which 
even include a brief exposition on the binary system of 
numbering, while illustrations of a number of 
machines have been brought up to date. 

The book is also most valuable for its chapters on 
the internal audit of accounts, systems and personnel 
and its examination of some of the essentials of good 
report-writing. All these are necessarily short chapters 
in a book of this scope but they are by no means 
surface treatments. 

Those in professional offices who have to advise 

-on office machinery and methods from time to time 
know that there is no substitute for practical experi- 
ence on such matters, but they know, too, the need 
for an objective appraisal of machinery, which is all 
too often the subject of the blandishments of a 
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particular manufacturer, and the need to consider 
first principles in 'O. & M.' work. 

This book is also helpful ‘further reading’ for stu- ` 
dents for the accountancy and secretarial Se 
written as it was with one eye on the syllabuses for 
such examinations as that for the Higher National 
Certificate in Business Studies. 

A more up-to-date style and format is a ‘must’ for | 
future editions, however. Modern layout and the use 
of distinguishing types to emphasize the authors' 
points would greatly enhance the appearance and 
usefulness of a work of such obvious merit. 


Management Accountancy 


By J. Barry, M.COM.(DUNELM.), A.C.W.A., M.I.O.M., 
A.M.B.LM. (Macdonald & Evans Ltd, London 
Sos net.) ' . 
Mr Batty obviously set out to write a comprehensive ` 
book; he has succeeded, though at some cost to 
its impact. He has produced a kind of accountants’ 
encyclopedia, but like all encyclopedias it could be | 
valuable or dangerous depending on the use made 
of it. 

There is here no distillation of knowledge but 
rather a regurgitation of information, designed, ac- 
cording to the author, to cover in full the syllabuses 
of the accountancy bodies so far as they deal with 
management accountancy, advanced cost accounting 
and financial management. If students managed to 
pass their examinations as a result of studying only 
one book it would be bad for them; luckily Mr 
Batty's book covers only some parts of the syllabus. 

Much of the content is very good indeed; it is 
clearly written, well produced, informative and 
unbiased; in particular, the sections which appear , 
in the following order — various aspects of budgeting, 
obtaining permanent, medium- and short-term 
capital, marginal costing and break-even analysis, 
control of capital expenditure and internal control — 
are very useful, although the order is a little strange. 

Next there is a group of subjects dealt with in a 
factual textbook style; these are a bit dull and 
hardly up to the standard of the normal textbooks 
to which no reference is made: they include financing 
the business, return on capital employed, amalga- 
mations and related techniques, credit control, stock 
valuation (largely reproducing the Institute's Recom- 
mendation No. 22) and re-valuation accounting. 

There remain some regrettable sections which 
could mislead readers — and not only students: in 
particular, narrowness of approach is apparent in the 
discussion of control and communication (surely the 
Glacier project is worth a small mention?); dog- 
matism in a dangerously abbreviated section which 
deals in twenty-eight pages with company accounts; 
inadequate exposition of coding; and finally an 
invitation to disaster in a section on 'mechanization 
and computers' designed in seven and a half pages to 
‘show how to go about deciding the extent of the 
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mechanization necessary for the business concerned. 
In particular the use of a computer is discussed'. But 
then on mechanization, the reader is urged to consult 
“a whole specialist work on the subject, to which 
reference is made, so perhaps all will be well. 

A big book like this deserves detailed criticism and 
must expect some of it to be adverse; but having 
made the criticisms (in the hope that later editions 
may give the opportunity for revision), it remains to 
note that it can prove excellent as a comprehensive 
guide to set a student's or qualified practitioner's 
mind on the right lines. 


Tables of Random Permutations 


By LiNcoLN E. Moses and RoBzRT V. Oaxrorp. 
(George Allen & Unwin Ltd, London. 55s net.) 


"There is a growing awareness of the importance of 
statistical methods in industry, not least in the field 
circumscribed by operations research. Sampling, too, 
is becoming a tool of the accountant in auditing, while 
cost accountants will be concerned with sampling 
procedures 1n the installation and operation of quality 
control systems. Any mathematically trained account- 
ant, therefore, whose work lies in these fields and who 
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has a statistical bent, may well find useful this new 
collection of random permutations from time to time, 
as an adjunct to the more widely employed collections 
of random numbers. 


RECENT PUBLICATIONS 


DIRECTORY OF OPPORTUNITIES FOR QUALIFIED MEN 1963. 
158 pp. 9 X 54. 12s 6d net. Cornmarket Press Ltd, London. 
Trade Distribution by Bowes & Bowes (Publishers) Ltd, 
London. 

TAXATION? Key TO INCOME TAX AND SURTAX, fifty-sixth 
edition, edited by Percy F. Hughes. 247 pp. 84 x 54. 
Paper covers. 12s 6d net (13s including postage). ‘Taxation 
Publishing Co Ltd, London. 

PLANNING ON THE Farm: The Use of Gross Margins and 
Common Costs in the Analysis and Reorganization of 
Farming Systems, by D. B. Wallace and H. Burr. Farm 
Economics Branch Report No. 60. 63 pp. 10X74. Paper 
covers. 3s 6d. post free. Farm Economics Branch, School 
of Agriculture, Cambridge. 

Tue Economics OF WELFARE, fourth edition, by A. C. 
Pigou, M.A. Papermac 38. xxxi+876 pp. 84 x 54. 30s net. 
Macmillan & Co Ltd, London. 

Law RzronM Now, edited by Gerald Gardiner, Q.c., and 
Andrew Martin, PH.D. X-F302 pp. 9X6. 30s net. Victor 
Gollancz Ltd, London. 


-These books may be obtained from, or through, Gee & Co 


(Publishers) Limited, The City Library, 151 Strand, 
London WC2. 





_ Finance and ` 
Commerce 


Lawes Chemical 


d KE accounts of Lawes Chemical Company Ltd 
for the year to June 3oth, 1963, provide this week's 
reprint. The company produces sulphuric acid and 
superphosphate fertilizers and the set-back shown in 
the accounts is in large measure a reflection of the 
abnormal weather last winter which for some time 
brought work on the land to a standstill, leading to 
irregularity of demand and higher production costs. 

There is another reason for the disappointing 
. results, given with the preliminary profit statement 
at the end of August, which is not placed on the more 
permanent record of the chairman's statement with 
these accounts. It was then stated that new plant 
which had been brought into operation required a 
longer running-in period than expected so that 
savings in factory costs did not materialize. `,  . 

Probably that is what Mr F. A. Perkins, the 
chairman, had in mind in his reference to ‘other items’ 


which contributed to the fall in profits but which the 
directors feel can be overcome by good management. 


Change 


Mr Perkins draws attention to a change in the 
accounting procedure that is rather interesting in the 
way it has been done. ‘You will notice’, he says, 'that in 
accordance with modern practice, we have transferred 
the general reserve to the carry forward.’ The transfer 
can be seen in the consolidated profit and loss account 
where {£185,000 is brought in from the general 
reserve of Lawes Chemical and £65,000 from the 
subsidiaries. The combined carry forward is thus 
£359,093 as against £105,048. On the total of capital 
and reserves, of course, the change has no effect, the 
figure now being £1,236,970 as against £1,173,050. 

But ‘modern practice’, surely, rather tends the 
opposite way; to clear out retained profit from the 
profit and loss account so that the account becomes 
the record of the year’s profit and what happened to 
it, without any admixture of past profits. 

Several examples of this have been given in this 
column and one or two more may be added. Take 
Rolls-Royce, for instance. The accounts for 1962, 
issued some time ago, showed 'Revenue from all 
sources’ of {109,540,956 against {122,837,111 and 
‘Costs of manufacture, selling and administration’ at 
Í101,191,542 against 112,907,824, which after 
£4,721,237 (against £6,315,187) for research and 
development, led eventually to the year’s profit of 
£1,769,608, against £2,519,296 the previous year. 
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Retained Profit 


, No provision for taxation was required, relief being 
\ obtained to the extent that expenditure under warranty 
was met from provisions created in previous years 
out of taxed profits, plus the effect of capital allowance 
on research expenditure and development results. 
Incidentally, Rolls-Royce taxation provision made in 
past years exceeded requirements by £799,871 and 
this amount has been added to ‘profits retained in the 
business’. 

The rest of the consolidated profit and loss account 
is under the cross-heading of "Ihe profit has been 
used as follows’ and consists-of the amounts taken for 
dividend and ‘Retained in the business’ — which was 
£1,028,236 against £1,530,942. 


And in the consolidated balance sheet, there is- 


the £20,173,378 of share capital, [2,345,130 (against 
£2,334,198) capital reserves and ‘Profits retained in 

f the business’, 23,240,827, against £21,110, 160. 

` In the accounts of Renold Chains, the group profit 
and loss account ends with 'Profit of the year re- 
tained' and in the "Note on movements on reserves', 
the retained profit is seen to be absorbed into revenue 
reserves. In the balance sheet, there is just the simple 
statement of ‘Capital’ and ‘Revenue’ reserves. 
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Capital Surplus 

It is largely a question where retained profits are 
to be retained and modern practice is to take them 
out of the profit and loss account and to keep them in 
a revenue reserve, even if that description is not 
actually used. One says ‘modern practice’ with a 
decided qualification, because the old method is still 
used by many companies. Profits are appropriated to 
general reserve to the extent that directors see fit, with 
some portion of retained profits still left in profit and 
loss account. 

Coming back to Lawes Chemical, there is an 

interesting accretion to capital reserve this time: a 
surplus of £67,877 on disposal of subsidiaries. Mr 
Perkins explains that the company has had a sub- 
sidiary in Jersey for many years. But during the past 
year, the board felt that owing to the increase of 
tourism in the island and the alteration of methods 
of marketing agricultural produce, it was desirable to 
liquidate the company and take a profit on the real 
estate. He points out that it has resulted in a strength- 
ening of the consolidated balance sheet by approxi- 
mately {60,000, being the capital surplus on the 
disposal. 


LAWES CHEMICAL COMPANY LIMITED 
CONSOLIDATED PROFIT AND LOSS ACCOUNT OF THE COMPANY AND 


ITS WHOLLY OWNED SUBSIDIARIES FOR THE YEAR ENDED 30th JUNE, 1963 


























Comparative 
Figures 
Year ended Year ended 
CONSOLIDATED TRADING PROFIT FOR THE YEAR BEFORE PROVIDING FOR 30th fune, 1963 ns June, Pa 
a TAXATION, but afcer taking into account the items shown Inset es vs - RES 87,322 146,314 
1963 [962 
DEPRECIATION F PROTEY (eer than fend); PLAISEN AND PER 
VEHICLES : Ps .. £77,820 1£61,075 
SE OF THE DIRECTORS OF LAWES CHEMICAL COMPANY 
TED 
DIRECTORS' FEES (subject to confirmation at Annua, dde Mesang) 4,000 4,000 
MANAGEMENT REMUNERATION vs 11,561 11,552 
£15,561 {£15,552 
AUDITORS’ REMUNERATION and EXPENSES .. We a is £644 £642 
tess TAXATION BASED ON THE PROFIT FOR THE YEAR— (after tax relief of £22,000.—1962 
£17,500—on Hnyessmphie Ee 
Profits Tax à ; 10,795 
Income Tax  .. vs m eh 22,168 
32,983 
Transfer from (1962 transfer to) Amount set aside for Taxation deferred by Capital Allowances (3,300) cul gët 
PROFIT OF THE GROUP FOR THE YEAR AFTER DEDUCTION OF TAXATION (Dealt à 
with in the Accounts of Lawes Chemical Company Limited 1963 £57, Ue Lin £73 199) $a 57,639 80,084 
Add Balance of Profit brought forward from previous year .. ia [05,048 
Transfers from General Reserves— 
f Lawes a cone SE - - - T T e» oe 185,000 
weer Subsidiaries . aa a ee ^» (RT ep ae we ag 65,000 
355,048 78,558 
: 412,687 158,642 
"Less Proposed Dividend for the year to 30th June, 1963, Jess Income Tax .. j 53,594 53,594 
BALANCE CARRIED FORWARD— 
Lawes Chemical Company Limited 299,790 68,935 
Subsidiaries (after deducting mare transferred to Holding Company from Profits of previous 
years) t. 4. a+ . €. * er ean ae 59,303 36,1 13 
£359,093 £105,048 





BALANCE CARRIED FORWARD IN CONSOLIDATED BALANCE SHEET e. 
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CITY NOTES 


ITH the pace of the improvement in the equity 

markets obviously slowing down, there is now 
more of an inclination to consolidate gains in front 
of the General Election. There is a feeling that the 
Government might with luck win an election next 
year despite the odds quoted against such an event 
now, but while those odds exist, profit taking. looks 
tempting. 

The rise in prices itself naturally deters new 
buying even by those who take — in market terms — an 
optimistic election view, and profit taking could 
pinch out the rise quickly if buyers lose their nerve. 
The Chancellor of the Exchequer's recent statements 
on the way of the economy may tend to frighten new 
buyers away. 

He has made it clear enough that there is now little 
or no room for further injection of stimulants into 
the economy. The past measures are now clearly 
beginning to work in the capital sector of industry and 
any new consumer incentives could lead to an over- 
loaded economy and the reintroduction of apparent 
'stop-go' policies which would hardly be politically 
opportune. 

Those who talk the equity index up to a new peak 
before the end of this year may be proved over- 
optimistic unless the trend of the political polls is 
decidedly more favourable to the Conservatives than 


it is now. 
* $ * 2 


HE Watney Mann brewery group’s offer for full 

acquisition of Bullard & Sons and Steward & 
Patteson, two East Anglian brewery companies in 
which Watney Mann already have minority interests, 
is a further indication that the hey-day of brewery 
take-over operations leading to sharp price apprecia- 
tion on the stock-market is over. Shareholders in the 
two companies were offered terms virtually on 
market levels. 


On the market, shares of ‘independent’ brewery ) 
companies are valued more on a hopeful take-over’ 
basis than on their dividend yield. There are few so- 
called independent concerns which are not linked one 
way or another vith the power groups in the industry. 


* * * % 


ITH three more ordinary share offers by tender 

being brought forward, it is beginning to look 
as though three City issuing houses, Kleinwort, 
Benson, Investment Registry and S. G. Warburg are 
particularly disposed to this form of operation. 
Others may be more inclined to follow this example 
if experience shows that sales by tender can continue 
to keep the worst elements of stagging at bay. 

The need to protect the uninitiated from tendering si 
at too high a price, however, does tend to leave this 
type of offer open to some abuse, but it does seem to 
cut out the professional multiple applications. 


* * Ka * 


UROPEAN PROFESSIONAL SERVICES 

LTD, formed last March, is now getting into its 
stride as an advisory service on a wide range of 
overseas professional and business problems. With 
a solicitor, a chartered accountant and an economist 
and merchant banker as its three directors, the 
company does not lack experience. 

The three directors, however, can call on a panel 
of advisers in Western European countries and these 
experts are available for consultation through (be 
London office of the company. Foreign law, taxation 
and technical procedure can be bewildering. The cost 
in time and money of finding the right foreign expert 
can be high — the cost of finding the wrong one can 
be even greater. 


RATES AND PRICES 


Closing prices, Wednesday, November 6th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


Bank Rate : 
Dec. 8, 1960 5% Mar 8, 1962 5176 
July 26, 1961 7% ` Mar. 22, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 44% 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Treasury Bills 
Aug.30 £3 148 544d%  Oct.4 £3 12s 487d% 
Sept.6 £3 148 o79d% Oct. i1 £3 12s 4°32d% 
Sept.13 £3 138 183d% Oct. 18. £3 14s. 236d% 
Sept. 20 £3 138 $8: 92d", Oct.25 £3 14s 10°70d% 
Sept. 27 £3 138 588d% Nov.1 £3 15s 5°08d% 
Money Rates 
Day to day 22-22% Bank Bills 
7 days - 24-38% 2 months 3 88-3 $$ % 
Fine Trade Bills 3 months 3 8-3 34% 
3 months 5-54% 4 months 330-3594 
4 months 5—5% % 6 months 38-4 96 
6 months 51-695 


Foreign Exchanges . 
New York 2'79% Frankfurt I1:12k 
Montreal NIE Milan 1741% 
Amsterdam 10:08$ Oslo 20°02 
Brussels 139°46 Paris 13°71 
Copenhagen 19'33$ Zürich 12:071 
Gilt-edged 
Consols 4% 70% Funding 3% ces 928 
Consols 24% 45k Savings 3% 6 894 


Conversion 6% 1972 108 

Conv’sion 54% 1974 1032 
Conversion 5% 1971 102$ 
Conversion 34% 1969 944 


ee 9 
Savings 3% 65-75 834 
Savings 24% 64-67 94% 
'Treas'ry 54% a e 994 
Treasury 5% 86-89 943: 


Conversion 34% 61$ Treasury 3199 77-80 82% 
Funding 5 b 82-84 103% Treasury 34% Ug 8:14 
Funding 4% 60-90 — 958 ‘Treasury 2394 44% 
Funding 38%, 29 94 70% oe 4% 97$ 
Funding 3% 6 938 War Loan 34% 61 
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Qur door is open... 


. . . to firms feeling that there could be mutual benefit from 
their becoming members of the Thomas Tilling family 
which, dispersed over a wide field of industry, already 
comprises over one hundred firms with some 20,000 
employees. Members manage their businesses in their 
own way but enjoy the relief and satisfaction which derive 
from linking with an organisation dedicated to progress. 
With the financial support and close co-operation of 
Thomas Tilling they have been able to develop more 
quickly and on a broader basis than if they had chosen to 
stay on their own. They retain their individuality and 
their employees. 

There is room for more hand-picked companies, with 
top, forward-looking managements whose emphasis is on 
growth and expansion. 


No absolute bar is placed on the nature of the business 
but the tendency is to seek concerns which can benefit 
from the knowledge and experience of existing members, 
Or vice versa. 

This announcement is principally addressed to owners 
of private companies, who for the reasons outlined above, 
or perhaps for death duty purposes, contemplate sharing 
their responsibilities. If you are one of these, why not 
talk it over with us? 


THOMAS TILLING LTD 


A Family of Firms 


CREWE HOUSE - CURZON STREET - LONDON W.1 


BOARD OF DIRECTORS: W. LIONEL FRASER, (CHAIRMAN), PETER H. D. RYDER, (MANAGING DIRECTOR). GRAHAM G. THOMPSON, (DEPUTY MANAGING DIRECTOR). 
LORD BRABAZON OF TARA, SIR GEORGE BRIGGS, KENNETH H. CHAPMAN, SIR WILLIAM CHRISTIE, GEOFFREY C. R. ELEY, SIR JOHN ELLIOT, ANTHONY E, HEPPER, 
JOSEPH MCKELL, JOSEPH E. MILLBOURN. SECRETARY: JAMES BALLANTINE.. o 


BUILDING SUPPLIES AND SERVICES Alexandra Building Services Ltd., John H. Ashton Ltd., Thomas Graham & Sons Ltd., Halne & Corry Ltd., LIme-Sand Mortar Ltd., 
Newey A Eyre Lid., Palmer's Travelling Cradle & Scaffold. Co. Ltd., Slater A Co. (Limestone) Ltd. ENGINEERING AND ALLIED TRADES Bagshawe & Co. Ltd. 
Dust Control Equipment Ltd., Gush & Dent Ltd., Hilmor Ltd., Hobourn Group Lid., Patchett A Co, Ltd., Universal Fisher Group Ltd. INSURANCE Cornhill insurance 
Co, Ltd. TEXTILES AND CLOTHING Mark Dawson & Son Ltd., Timothy Hird & Sons Ltd., Holyrood Knitwear Ltd., Henry Lister & Sons Ltd., Pretty Polly Ltda 
Spray A Burgass Ltd. GLASSWARE James A. Jobling & Co. Ltd., Quickflt A Quartz Ltd., Q.V.F. Ltd. VEHICLE DISTRIBUTION Comberhlll (Yorkshire) Garages 
Ltd., Mercedes-Benz (Great Britain) Ltd., Stratetone Ltd., V.W. Motors Ltd. OTHER INTERESTS AEROSOLS Aerosol Packaging Co. Ltd, BOOK PRINTING 
AND PUBLISHING Bookprint Ltd., The Helnemann Group of Publishers Ltd. ROAD TRANSPORT R. Hanson & Son Ltd, 
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Winding-up: Right of Set-off Lost 


OLLOWING the sending out by E. Ltd of 
notices of a meeting of creditors under section 293 

of the Companies Act, 1948, Y. Ltd, which was a 
creditor, assigned to its subsidiary, Z. Ltd, the debts 
due to it from E. Ltd. Five days later E. Ltd passed 
an extraordinary resolution for winding-up, and in 
the liquidation Z. Ltd, which was itself indebted to 
E. Ltd, sought to set off against that indebtedness 
the debts assigned by Y. Ltd. Section 317 of the 
"Companies Act imports into winding-up section 31 


































the benefit of any set-off against the property of a 
debtor in any case where he had, at the time of 
giving credit to the debtor, notice of an act of 
bankruptcy committed by the debtor and available 
against him. 

In Re Eros Films Ltd ([1963] 1 All E.R. 383) 
Buckley, J., accepted the liquidator's contention that 
the giving of notice under section 293 amounted to a 
. declaration by the company of its inability to pay its 

debts analogous to the act of bankruptcy, referred to 
in section I (1) (f) of the Bankruptcy Act, of filing 
a declaration of inability to pay debts. As the notice 
under section 293 was given before the assignment 
: Y. Ltd to Z. Ltd, and both companies knew of the 
notice at the date of the assignment, Z. Ltd was not 
entitled to the set-off which it claimed. In deciding 
as he did, his lordship referred to the fact that proviso 
(a) to section 325 (1) makes a notice given under 
section 293 a bar to the retention by an execution 
creditor of the fruits of his execution, in the same way 
as under section 40 of the Bankruptcy Act notice of 
an available act of bankruptcy is made a bar to an 
execution creditor exercising his rights, and thought 
that a comparison of those sections did fortify him 
in the view that the right course to adopt in applying 
section 31 was to see whether by analogy anything 
had happened in relation to the company which was 
of the same quality as an act of bankruptcy would be 
in respect of an individual. 


. Custodian Trustee: Conflict of Duty and Interest 


LTD established a pension fund, on familiar 
elines, for its employees and desired to obtain the 
payment of the pension and other benefits under the 
scheme by means of a group insurance policy, to be 
taken out with W. Ltd, which was a subsidiary of 
B. Ltd. W. Ltd was already acting as custodian 
trustee of the pension fund, and the question for 
decision in Re Brooke Bond & Co Ltd's, Trust Deed, 
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provides that a person shall not be entitled to claim . 
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Brooke v. Brooke Bond & Co Ltd ([x963] 1 All 


‘E.R. 454) was whether, if W. Ltd also acted as 


insurer, it would be entitled to retain for its own 
benefit the commercial profit which it would make 
in that capacity. The answer to this question turned 
upon whether or not the nature of a custodian 
trustee was, by reason of the fact that it lacked 
management powers, so different from that of an 
ordinary trustee that it was not affected by the general 
rule of equity, stated by Lord Herschell in Bray v. 
Ford ([1896] A.C. 44, 51), that a person in a fiduciary 
position is not, unless it .is otherwise expressly 
provided, entitled to make a profit; he is not allowed 
to put himself in a position where his interest and 
duty conflict. Holding that there was no sound 
reason for saying that the ordinary rule did not 
apply to a custodian trustee as much as to an ordinary 
trustee, Cross, J., rejected an argument that the 
custodian trustee was only concerned to satisfy itself 
that the managing trustees had. the power to enter 
into any particular transaction which they called upon 
the custodian trustee to carry out, and that therefore 
there could not be any conflict between the custodian 
trustee’s interest and duty if it was itself the other 
contracting party. His lordship illustrated how a 
conflict might arise. But while W. Ltd could not, 
therefore, lawfully, without the authority of the 
Court, contract with the managing trustees of the 
pension fund to issue a group policy of assurance, 
his lordship was satisfied that the transaction would 
in fact be beneficial to all parties and made an order 
authorizing it, subject to an independent actuary 
nominated by the managing trustees first approving 
the terms of the policy and any variations of it. 


Provision out. of Deceased Former Husband’s 
Estate 


HE applicant in Re Bellman ([1963] 1 All 

E.R. 513) applied under section 3 of the 
Matrimonial Causes (Property and Maintenance) 
Act, 1958, for maintenance out of the estate of her 
former husband, whom she had married in 1935 and 
from whom she had been granted a divorce in 1941. 
There were no children of the marriage. In 1942 the 
deceased married his second wife and of this 
marriage there were two sons, aged r9 and 15 
at the date of the application. In 1949 the second 
wife was granted a decree of divorce. In 1944 
an order for unsecured maintenance during joint 
lives had been made in favour of the applicant at the 
rate of £350 per annum less tax, which was paid 
regularly until the deceased's death. From 1949 the 
deceased and the applicant saw much of each other, 
and she accompanied him on a business trip to 
South Africa, giving up a pensionable job to do so. 
He asked her to re-marry him, but she refused 
because of his drinking habits. He arranged for her 
to have a directorship in one of his companies and 
to receive a remuneration by way of yearly bonus 
from the company. In his last illness he turned to 
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her for help. Nevertheless, by his will, made in 1954, 
he bequeathed his whole estate to his two sons. His 
net estate amounted to approximately £35,000, 
showing an income of approximately £3,000 per 
annum. The applicant possessed capital of about 
£3,000 and an income of about £350 apart from the 
provision which was made by the deceased and ended 
on his death and her bonus of some {£500 from his 
company, which was liable to cease in the near 
future; hence she stood to lose £850 per annum by 
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his death. Though qualified to earn her living, she 
was 58 years of age at the time of the decedsed’s . 
death and in uncertain health. Although she might À 
expect a State pension in due course, she had given 
up her pensionable job to help the deceased. The 
second wife made no claim on the estate. In those 
circumstances Scarman, J., granted the applicant the 
order which she sought and decided that a fitting 
provision for her out of the estate was {£300 per | 
annum less tax as from the date of death. 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Depreciation in Accounts 


SIR, — As an overseas subscriber to The Accountant 
for many years, I read with interest the article appear- 
ing in.your issue of August 3rd, by Mr A. H. Taylor, 
entitled ‘Presentation of the financial position’. 

As regards the ‘statement of values’ appearing in 
the balance sheet, I consider these values should 
appear either at cost or valuation, such values to be 
somewhat in line with present-day values, and I 
further submit that under the heading of 'Fixed 
assets’, particularly, depreciations should not be 
deducted from the above asset values but should be 
shown by way of a reserve account covering the 
accumulated provisions for depreciation which, 
after all, is an appropriation of profits at any point of 
time. 

Several companies have adopted this and in New 
Zealand, which for many years under socialistic 
Government was severely price controlled as regards 
industry, regard was had to the return a company 
should receive in relation to its ‘shareholders’ funds’, 
If, therefore, we write down the value of assets we do, 
to some extent, reduce the total of shareholders’ funds, 
and on a costing basis this could have a material effect 
' on the quantum of permissible. profits that could be 
earned. 

In other words, we have produced evidence against 
ourselves by writing down the value of assets which 
by way of contradiction the Government Valuer, in 
his periodic revaluations, considerably increases in 
New Zealand. We are then expected to pay land tax 
based on Government revaluations and also in many 
areas, local body rates based on the capital values, so 
you can see in an economy thus established where on 
the one hand we have to pay charges levied on today’s 
capital values, we were only permitted a return based 


on the written-down values in the books. Can you | 
imagine anything more incongruous? 

I would like to suggest, accordingly, that deprecia- 
tions which are only provisions should not be shown: 
by way of reserve and therefore part of the share- 7 
holders’ equity in the business. ` 
Yours sincerely, 

H. G. HILL. 









Auckland, New Zealand. 


The Robbins Report 


SIR, — You have drawn attention to the paucity of 
cost data in the Robbins Report; there is another 
feature which accountants will find rather odd. 

In Chapter XIV the committee considers various 
proposals for varying the incidence of expenditure on 
higher education by alternative methods of finance, 
e.g. loans to universities for capital expenditure, loans 
to students for payment of fees and maintenance. 
Beginning with the statement that 'the real cost of 
anything is what has to be foregone in order to have. 
it’ (paragraph 601), the report goes on: b 

*. . . whether this is paid for directly by the imposi- 

tion of taxes or by the raising of loans the current 

sacrifice is the same . . . . The one thing that is : 
certain is that the loan method per se must impose 


exactly the same current use of resources as the 
revenue method.’ 


Translated into ordinary language, what ‘appears to 
be said is this: we must eat, but it does not make 
much difference whether we pay for our food out of 
past savings, or current earnings, or by borrowing 
against the future. One would like to know whether 
this is the prevailing attitude of economists in Britain 
and, if so, whether there is a section of the accountancy 
profession which would support it. 
Yours faithfully, 
K. S. MOST, LL.B., F.C.A. 


London S W7. 







Stock Transfer Act, 1963 


Sir, — The Stock Transfer Act came into force on 
October 28th and by the end of this month the new 
forms will be in general use. The new system seems 
to be devised for the convenience of the brokers. 
Investors and company registrars will ask them- 
selves what the new system means to them. The 
investor will be saved the trouble of signing a form 
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when he is a buyer and of signing more than one form 
when he sells. one holding to several buyers; and his 
signature does not need to'be witnessed. On the other 
hand, if a mistake has been made, say in the spelling 


of his name, in his address, or regarding the shares , 


he meant to buy, it may take a long time until he is 
able to discover the error. He does not see his name 
and address on a deed; he does not see the share 
certificate, and when he has given a dividend mandate 
he will see his name on a warrant only when he settles 
down to make his income tax return. 

The company registrar, in applying the new 
regulations, might have to deal with several forms 
where in the past one deed was his reliable medium 
for posting up the register. of members. When the 
lower part of the stock transfer form has been com- 

_ pleted, this form will be the ‘transfer deed’ and will 

ve to be posted to the register of members. When 

Part 2 of the stock transfer form has been cancelled, 

t the broker's transfer form will be the ‘transfer deed’ 
and the stock transfer will only serve as cover. 

The transfer office may be asked to certify a stock 
transfer or a broker's transfer. When requested to 
certify a broker's transfer, the company registrar 
must be presented with the title deeds of the transferor 
and the relative stock transfer form. It must be noted 
that broker's transfer forms should not be certified 
against stock transfer forms which have either already 
been lodged or certified (section 34). 


| 
| 


| "Taxation Case 


A full report of the case summarized in this column 
will be published, with a Note on the Judgment, in 
the ‘Annotated Tax Cases’, 


C.I.R. v. D. Devine & Sons Ltd 


In the High Court of Justice in Northern Ireland 
(Queen's Bench Division) — March 12th, 1963 
(Before Mr Justice McVzicH) 


In the Court of Appeal in Northern Ireland - 
June 28th, 1963 
(Before Lord Justice BLack and Lord Justice CURRAN) 


Profits tax — Director-controlled company — Remunera- 
tzon of directors - Director working three days a week 
Mus twelve additional days in chargeable accounting 
period — Whether working substantially full-time — 
Finance Act, 1937, section 20 (2), Schedule 4, para- 
graphs 11, 13 — Finance (No. 2) Act, 1939, section 13 — 
Finance Act, 1940, section 31 — Finance Act, 1946, 
section 44 — Finance Act, 1952, sections 34, 76 (5) — 
Finance Act, 1959, section 33 (1). 


The respondent company was director-controlled 
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Transfer receipts and balance tickets have been 
made non-returnable, and share certificates should be 
issued as soon as they have been signed and sealed. 
Nevertheless, the company registrar may be asked to 
certify against a non-returnable receipt and it will 
require a tighening up of the existing routine in order 
to avoid errors in connection with the certification of 
non-returnable receipts and the issue of share certi- 
ficates where a non-returnable receipt has been used as 
cover for another transfer. : 

The company registrar will no longer be in posses- 
sion of a specimen signature of his members and it will 
be difficult for him to check whether the signature of 
the transferor is genuine. The signature of the trans- 
feror will not be witnessed. I have been dealing with 
transfers of shareholders living abroad signed by 
sons carrying the same names as their deceased father, 
thus trying to avoid English estate duty. In such and 
similar cases the company registrar had to resort to 
the specimen signature in his possession in order to 
discover the attempted fraud. 

It must be concluded that the simplification of the 
procedure involves the registrar in considerable 
additional trouble and responsibility, and registrars 
must develop a routine which minimizes the dangers 
of the new regulations. 

Yours faithfully, 
EVA H EHRENBERG, LL.B., LL.D., F.C.A. 

Wembley, Middlesex. 





throughout its chargeable accounting period from 
January ist, 1957, to December 31st, 1957. It had 
two directors, neither of whom was a whole-time 
sérvice director for profits tax purposes, but one was 
admittedly a director working full-time in the service 
of the company. The other director worked for three 
days a week, and also worked twelve additional days 
during the chargeable accounting period in question. 

‘The company was assessed to profits tax, and it was 
contended by the appellants that the deduction allow- 
able for directors' remuneration was, pursuant to 
paragraph 11 of Schedule 4 to the Finance Act, 1937, 
as amended by section 34 of the Finance Act, 1952, 
limited to {2,500 or 15 per cent of the profit, which- 
ever was the greater. For the company it was con- 
tended that the director in question had worked 
full time for more than half the chargeable accounting 
period; and that the company was entitled to a 
deduction of £4,000. The Special Commissioners 
decided in favour of the appellants, but their decision 
was reversed by the Recorder of Belfast. 


Held by Mr Justice McVeigh: the Recorder's 
decision was correct. 


Held by the Court of Appeal: the director in 
question, though she worked for rather more than 
half the chargeable accounting period, did not devote 
substantially the whole of her time to the service of 
the company. 
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DINNER IN LONDON 


Mr W. L, Milligan, B.A., J.P., C.A., President of The 
Institute of Chartered Accountants of Scotland, 
referred to the success of the European Congress of 
Accountants in Edinburgh in September when he 
spoke at the annual dinner of the Association of 
Scottish Chartered Accountants in London at the 
Savoy Hotel, London, on Monday. Mr T. G. B. 

Matheson, c.a., Chairman of the Association, presided 
over a large gathering. 

Proposing the toast of ‘The Institute of Chartered 
Accountants of Scotland’, Lord Coleraine, P.C., said 
the dinner was a unique occasion on two accounts. In 
the first place the T.U.C. was represented among the 
guests by its President, Mr George Lowthian. 

‘I have his express authority to say to you that much to 
his surprise he finds that you ate human after all, and he 
hopes you will return the compliment,’ he said amid loud 
laughter. 

‘Mr Lowthian has, I think, given to you the final accolade 
of respectability. Your forebears made youa profession; he 
has made you a respectable profession.’ 

Lord Coleraine said the second reason for the unique 
occasion was that he believed it was the first time this 
important toast had been proposed by 'somebody who 
can neither add nor subtract’. 


Revolutionary Times 


The art or mystery of accountancy existed for 
hundreds of years before the days of Edmund Burke, 
but he thought it was true to say that it was the 
Industrial Revolution which coincided in time with 
the American Revolution and the French Revolution 
‘to produce that crop of healthy bankruptcies which 
set you down on your feet’. (Laughter.) 

‘In those days I think you were not regarded as beneficent 
angels sent down to work out our tax problems or to teach 
us to mind our own business. You were thought of rather 
as vultures, like specks in the sky, waiting for life to be extinct 
and to swoop down for your picking.’ 

Lord Coleraine went on: 

‘Some time ago I was talking to a friend of mine who is 
engaged in the manufacture of computers. He said that in 
his view the computer was an invention comparable to the 
invention of double-entry book-keeping for its effects on 
humanity. That was a great surprise to me. I realized the 
computer would have revolutionary effects but I had not 
really understood what the effects would be of double-entry 
book-keeping.’ (Laughter.) 

He supposed that without it and without accounting 
the industrial revolution might never have developed 
as it had done, and the new technical revolution of our 
day would have been inconceivable without accounting. 
“That revolution, we all hope, is going to lead us to a 
new and better society.’ 

What distinguished a chartered accountant more than 
anything else was his conservatism and his adaptability. 
Whenever new demands had been made by the econo- 
mic system the profession had been able to meet them. 
If that had not happened, the economic system could 
never have developed as it had; and it was still develop- 
ing. 


One of the most striking changes in their lifetime 
had been that accountancy, instead of being a simple 
method of book-keeping, keeping records straight and 
keeping people on the rails, had become now a most 
valuable tool of management. That was something which 
not the whole of industry realized even yet. 

Here, as in other fields, he said, the Scottish Institute 
had been in the lead. 


Basis for Planning 


practising accountants had been accused of being 
backward-looking rather than forward-looking. This 
charge was unfounded. Nowadays the professional 
accountant had come to realize that the main importance 
of the instruction. of the past was to provide as sound 
a basis as possible for the planning of the future. 

Referring to the European Congress of Accountants, 
Mr Milligan said the Congress was a considerable 
success, due very materially to the great many people 
and many accounting bodies working under the 
chairmanship of Mr Alexander McKellar. ‘We have 
received many letters of thanks and appreciation — in 
fact, we have been inundated with thanks." 

The plan of the Congress was initiated at a time 
when there was fairly widespread ignorance among 
accountants of Europe as to what was happening 
'accountancywise' on the Continent. It was a step 
towards bringing accountants closer together and of 


considering how the profession could prepare itself to SSA 


meet new developments which must arise from the - 
closer economic links with European countries which 
were inevitable. 


“The business of the Congress was planned to produce 


information as to what was being done in the different - 


countries, and this, I fully believe, was successfully accom- 
plished. We cannot stop there.’ 

Mr Milligan said that since the three chartered bodies 
of the British Isles, The Association of Certified and 
Corporate Accountants, the two leading Netherlands 
bodies and the Scandinavian bodies joined the Union 
Européene des Experts Comptables Economiques et 
Financiers in April 1963, there now existed a continuing 


organization through which there could be an exchange 


of views. 

He hoped they would be able to learn from each 
other, possibly making significant improvements in 
the service they offered their clients. 

The enlargement of U.E.C. did present problems, 
but much thought was being given to working out ` 
future methods of co-operation. One of the difficulties ^ 
was language. 

‘We are living in a time of change and it is up to all who 
guide our profession to see that it keeps up to date and is in 
a position to meet all requirements of management. I am 
confident that with the support of the members of the various 
accountancy bodies, success in this will be achieved.’ 


Proposing the toast of 'Our Guests', Mr John Black, 
M.A., LL.B., CA,  C.LMECH.E, remarked, amid 


A 


. Responding to the toast, Mr Milligan said that 1 
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MELACHLAN 


You can always get your money out of the 
Leicester Permanent very quickly 

—once you get by the crowds of people 
flying to put theirs in | 


LEICESTER PERMANENT BUILDING SOCIETY 
Head Office, Welford Place, Leicester 
London Office, 49 Park Lang, W.1 
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“Care about my 
family's future? 
Of course | do" 





“lve joined the 
Save-Insure-and 
-Prosper Plan" 


"This way my savings have the chance to build up to a 
really worthwhile capital sum, perhaps to help pay for the 
children's education or to help us enjoy a more comfortable 
retirement free from money worries. Above all, I’m adding 
to my family's future security. Look at it this way: 


“T get a monthly investment in a first-class unit trust 
(you can choose whichever one you like from the 
nine in the Save-and-Prosper Group). 


“I get life insurance cover during the whole period of 
my Plan, so that if I die my wife and children get a 
cash sum over and above the units I've bought. 


“T get tax relief on the whole of my contributions to 
(3) the Plan — enough to cover the cost of the insurance 
and some more units besides. 


“See what | mean? Of course | care” 


You can join a Save-Insure-and-Prosper Plan if you are over 
21 and under 55, There are 10-year, 15-year and 20-year 
Plans. Why don’t you send for the booklet about it today ? 
‘Trusts in the EE Bank-Insurance-Units, Bank-Units, Consolbits, GE 

n AT 


Insurance-Units, Investment-Trust-Units, Capital-Units, Incomc- 
Units: Scotbits and Scotshares (Managed in Scotland). 


— r—  P—— E E e e Ime | 


'To : Save and Prosper Group Limited, 
30 Cornhill, London E.C.3. Telephone 
MANsion House $467 

or 5 St. Andrew Square, Edinburgh 2, 
Telephone: WAVerley 7593. 









x » 
Kë 
‘The Saxmlorweandt-Prorpar Plas 


BLOCK CAPITALS PLEASE 


Fm EAA Brems rmm ENDE 





| Please send me/us the Save-Insurc-and-Ptosper Plan booklet, 


ADDRESS. Lo i err Luna anta pua adeat emi | 
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"äm INTEREST THAT MATTERS! 
WESTBOURNE PARK BUILDING SOCIETY 


pays interest at 


ON SHARE INVESTMENTS 

—equal to £6. 2. 5d. where 
Income Tax is payable at 
Standard Rate. Withdraw- 
als at short notice—up to 


£100 on demand. 
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19 SAVINGS ON DEPOSIT 
0 ao to £10 monthly) equal 
— to £6.188.9d. where Income 
Tax is payable at Stan- 
wi dard Rate. : 









and the interest rate for HOME LOANS 6 


A WESTBOURNE PARK 


B u ildi in H S 0 Ci lety Member of the Building Societies Association 


CHIEF OFFICE: Westbourne Grove, London W.2. Tel: BAYswater 2440 (6 lines) 


LOCAL OFFICES: Ashford (Kent), Bournemouth, Croydon, Luton, 
Newton Abbot, Newbury, St. Albans, Southampton, Southend, 
Woodford, Worthing, and agencies throughout the country. 


Assets exceed £42,000,000 Reserves exceed £2,500,000 
Shares and Deposits in this sensed are Trustes oaen 


Ru uc uU Lo E SE SS 
SE E E EE UE m uu T Am Be Ge Maine T 


ch 
Dee 
» etes 





x x 
EE 
MN E 
AAS pata Sa E RA REA 


GENEE 
GE 
Me ARM w 
ANAN 
z 
UM "S 
i $ 






eee 


DRM 
M Ge EE D 
d 


SC 





CH 


mide WA EA AER m m mc mcm GR EN dr A AE E DEER E EN NW D EI E E E E OO UMOR BR Y 
TemauesmenmamumcmmNAAAT Amm - 
ii rd 


vm mem wed ho m Hm aa 
c -- -- a 
id -hud-w€r Sëch ARMEN EE 
Co iri ied me sen 
E bp 
" 

e 

en rm 


ACCOUNTING MACHINES | 
Quick, Simple, Efficient 





_there i js a good chance : 
: = of quick help 


Please let me have [ ] COSTING 

full details of 

[C] LEDGER POSTING — |_| ANALYSIS 

[ ] PAYROLL [ | STOCK CONTROL Punched Card Processing Service 

C DYELINE LEDGER OTHER ` CONDUCTED ON A SERVICE BUREAU BASIS 
SYSTEM i APPLICATIONS POWERS-SAMAS (I.C.T.)..........-. 21 COLUMN 

POWERS-SAMAS (LC.T.)............ 36 COLUMN 

SIGNED ........ eere "e ER POWERS-SAMAS (I.C.T............ 40 COLUMN 

NAME & ` POWERS-SAMAS (L.C.T.)............ 65 COLUMN 

ADDRESS HOLLERITH (LC.T.)........... esses 80 COLUMN 


*9Y94*4499595295992299g294Á*W"*à&uuNASSeT-N S U*4ARRAaeRETO STRE HEHE ARS LESTER ETHER H ERR ETERS 


LB EE 80 COLUMN 


Seven day round-the-clock service 


SOE H EAM EEE OMe e ae TEE RRE HHH SCE R TOTEM HEED EASE DOH EEN pul PRO ROR OT OR EH HHO REE DOM TEEAH HHO ECE DO ee 


SCAT THEMAR ERS b VOR SESAWAKVARR ARS TORE STH ER HT EME FES PST SPN HAGRA ESOT EST TETAS CEES TSR ETE STH SEED ASEOEDE 


AJAX CALCULATING SERVICE 


Complete this coupon and post it to | p s LIMITED fuweue 

pa ! 15 GREAT ST THOMAS APOSTLE 

AA FDTD 47-51 WORSHIP ST Tit LONDON EC4 Telephone: CITy 6111-2 
LIMITED © LONDONEC | 
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laughter, "We, as accountants, do need friends. Our 
, public image is more often than not of the dessicated 
accounting machine. I have heard it said that the 
H accountant can account for everything except himself.’ 
Welcoming all the guests on behalf of the Association, 
Mr Black referred to the presence of Mr A. N. Harper, 
F.C.A., first Chairman of the recently-formed Associa- 
tion of Irish Chartered Accountants in London. He 
hoped this was the first of many occasions when they 
would see the holder of this office with them. 
Responding to the toast, Mr R. P. Winter, C.B.E., 
M.C., T.D., D.L., F.C.A., President of The Institute of 
Chartered Accountants in England and Wales, said 
that in looking round the top table he had noticed no 
fewer than nine presidents, seven chairmen, five 
members of Government and heads of Government 
departments, as well as distinguished members of the 
Church, Law, and the academic world. 
, . He congratulated Mr Milligan on the success of 
the European Congress of Accountants and endorsed 
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his praise of Mr McKellar. ‘He Ser the right note 
from the very beginning, and I am sure it was that 
spirit which made it such a wonderful success.’ They 
must not forget the hard work put in before by other 
people to produce the perfect organization they 


enjoyed so much. 


Mr Winter said that Mr Milligan and he had the 


good fortune to make a tour of the European capitals 


in the past few months, and in all those places they had 
heard nothing but praise for the way the Congress was 
run and the value placed on improving relations with 
accountancy bodies in the British Isles. 

-Mr Winter pointed out that in the London Associa- 
tion of The Institute of Chartered Accountants of 
Scotland there were over 1,250 members, almost as 
many as were práctising in Edinburgh. He added: 


"We welcome it. I think we are all one profession. We 
may have our individual problems, our independence which 
we all prize, but there is no reason why we should not work 
together. we have many common problems.’ 


A DEVELOPING PROFESSION 


South Eastern Society of Chartered Accountants’ Dinner 


The role of the accountant was going to become even 
more important in the future, declared the Rt Hon. 
The Earl of Longford, p.c., M.A., at a dinner of the 
South Eastern Society of Chartered Accountants held 
at the Hotel Metropole, Brighton, on November 
rst. 

Lord Longford, who was proposing the toast of 
“The Institute of Chartered Accountants in England 
and Wales and the Accountancy Profession’, said that 
` be appreciated some of the problems confronting the 

accountancy profession, which, on the face of it and 

without going too deep or too far, had a double 
function: to protect the public and to advise the 
business man. 


4 


i 


would people seek the help of accountants, whose 
standards of integrity, devotion and thoroughness were 
unsurpassed in any other profession, and, unsurpassed 
in any other country in the world. The future role of 
the accountant was going to be even more responsible 
than in the past. 


New Complexities 


, Responding to the toast, Mr Paul F. Granger, F.c.a., 
a Past President of the Institute, said that as one 
became older, life tended to become more complicated 
mainly, he felt, because of the impact of new experi- 
ences on old habits, and the accountancy profession 
Was not lacking in new experiences. There had been a 


“tremendous expansion in numbers, and in the Institute’ 


alone they were now in the region of thirty-seven 
thousand, quite apart from articled clerks. People came 
in because of the opportunities which membership of a 
great Institute conferred by reason of such membership, 
and year in and year out horizons widened. 

Auditing was more complex, taxation — possibly the 
less said about that the better — management consult- 
ancy and what might be called the forward look of 


More and more in the nie: said Lord Longford,. 


accounts, records and statistics were creating more and 
more interest. 

In their dealings with the Inspectorate of 'l'axes, they 
had to give a true and fair view of the record without 
fear or favour and this was not always easy in these days 
when ethics, morals and the foundations of day-to-day 
living were under question, scrutiny and criticism. 

Mr Granger referred to the booklet See a Chartered 
Accountant which, he said, had been well received and 
gave some idea of the work members were doing or 
could do. He hoped all those who had read it but who 
were not members would remember that the labourer 
was worthy of his hire. 

The South Eastern Society was a very active one, 
working in an affluent area with no staff problems, said 


Mr Granger, and, to one coming from 'the trackless 


wastes of the Midlands', it was very nice to come down 
and see how all the wealthy lived. (Laughter). 

Concluding on a rather more serious note, Mr 
Granger emphasized the importance of the individual. 
These were days of computers and their problems but 
overriding everything must be the independence of 
view and the independence of ordinary people. 

The toast of ‘Our Guests’ was proposed by Mr R. D. 
Pearce, F.C.A., President of the South Eastern Society, 
who stressed the need for sympathy with changing 
times. He expressed pleasure at such a representative 
gathering of other professions and thanked Mr Trevor 
Nash, F.c.A., honorary secretary of the South Eastern 
Society, for ‘all his hard work this evening’. In wel- 
coming, also, the principal guests, Mr Pearce referred 
to Rear-Admiral Munn, who was to reply to the toast, 
and said they were always pleased to see a member of 
the 'Senior Service'. 

Rear-Admiral W. J. Munn, C.B., D.S.O., O.B.E., in 
his response, said that ‘simple sailors and people like 
us’ relied upon ‘the very tactful, truthful and kindly 
accountants’ to prevent them getting into most difficult 
financial problems. 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs DoNALD H. Bates & Co, Chartered Account- 
ants, of r1o Lichfield Street, Hanley, Stoke-on-Trent, 
Staffs, announce that they have admitted into partner- 
ship as from October 1st, 1963, Mr H. HIBBERT, A.C.A., 
who has been with the firm for many years. 'T'he name 
of the firm remains unchanged. H 


Messrs BRADFIELD, CHAPMAN & Co, Chartered 


Accountants, of 8 Oxford Street, Nottingham, announce. 


that with effect from November 1st, 1963, Mr F. W. 
CHAPMAN, F.C.A., has left the practice and that Mr 
J. K. SHEPHERD, A.C.A., has been admitted into the 
partnership. The name of the firm remains unchanged. 


Messrs A. F. FERGUsoN & Co, Bombay and New 
Delhi announce that, as from November ist, 1963, 
they have admitted into partnership Messrs S. P. 
DALAL, B.COM., A.C.A., and J. D. VAKIL, B.sC.(ECON.), 
A.C.A., Who have been with them for a number of years. 


Messrs Finnie, Ross, WaLCH & Co, Chartered 
.Accountants, of Bow Bells House, Bread Street, 
London EC4, and 140 West George Street, Glasgow C2, 

announce that they have admitted Mr D. R. McIntyre, 
C.A., as a partner in the firm as from November ist, 
1963. 

Messrs H. S. HuMPHREY & Co, Chartered Account- 

ants, of Eastbourne, announce that Mr Ion F. Fvrrg, 


C.A., has been admitted as a partner. The name of the ` 


firm remains unchanged. 


Messrs MAIDMENT, PENNEY, Quick & Co, Chartered 
Accountants, announce that their senior partner, Mr 
SIDNEY P. Quick, having been appointed a director of 
a public company, will in future be available to the 
firm in a consultant capacity. The firm will be con- 
tinued under the same style by the remaining partners, 
Mr Corin B. Epwarps, F.c.A.. and Mr Ion P 
SUMMERS, A.C.A. 


Messrs EasroE Vincent & Dav, Chartered Account- 
ants, of 7 West Street, Liskeard, Cornwall, announce 
the retirement of Mr E. H. EASTOE, F.C.A., their senior 
partner, on October 31st, 1963. As from that date the 
practice will be continued by Mr D. R. ViNCENT, 
F.C.A., and Mr J. H. Day, r.c.A. The name of the firn 
remains unchanged. 


Messrs WILLIAM E. Litrte & Co, Chartered 
Accountants, announce that they have taken over the 
practice of MICHAEL J. BneTT, of Rugby, which will 
subsequently be known as WILLIAM E. LITTLE & Co. 
They also announce the admission to the partnership 
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at Rugby of Mr H. H. J. AUBREY, A.C.A., and Mr 
J. C. G. HAINES, A.C.A.; all these changes are effective 
from November rst, 1963. | 


Appointments 


l , / 
Mr G. C. Allman, Soa, has been appointed to the 
National Association of 
Investment Clubs. 


: Mr Martin Bud, F.c.A., F.C.1.5., secretary of English 
Numbering Machines Ltd, has been elected chairman 
of the inventory control study group of the Operational . 
Research Society. 


Mr D. Craig, a.a.c.c.a., has been appointed financial H 
controller of Marbon Chemical Division of Borg- 
Warner Ltd. 


Mr E. H. Davison, F.c.a., former financial director 
of the General Electric Co Ltd, has been appointed a 
non-executive director of I. & R. Morley Ltd. 


Mr A. H. Gower, A.A.C.C.A., has been appointed 
secretary/accountant of John Line & Sons Ltd. 


Mr FE. E. W. Hardcastle, r.c.A., chief accountant of 
the Leeds Fireclay Group, has been appointed a 
director of The Leeds Fireclay Co Ltd. 


Mr A. V. Hopkinson, r.c.4., has been elected a ., 
director of the Credit Insurance Association. 


Mr F. W. Lindgren, F.c.a., has joined the board of 
the Second Peter Lind Holding Co Ltd. 


Mr W. G. Lucas, F.C.W.A., A.A.C.C.A., has been; 
appointed chief accountant of Birwelco Ltd and of™ 
Brown Fintube (Great Britain) Ltd, and secretar y and 
chief accountant of Servotomic Ltd, members of the 


. Guest, Keen & Nettlefold group of companies. 


Mr D. A. Lundie, a.c.a., has been appointed join 
secretary of Smith's Potato Crisps Ltd. 


Mr Derek J. Palmar, F.c.a., has accepted an invita- 
tion to join the board of Lambert Brothers Ltd. 


Mr Charles M. McGilchrist, c.a., has been appointed 
to the board of Vydra Restaurants Ltd. 


Mr Sidney P. Quick, F.c.a., has been appointed a 
director of Electronic Machine Co Ltd, with effect 
from November ist, 1963. 


Mr Ian M. Whyte, C.A., A.C.I.8., A.C.W.A., has been 
elected to the board of Caravans International Ltd and 
its subsidiary, Bluebird Caravans Ltd, as group finance 
director. He continues as finance director of Sprite Ltd 
and Eccles Caravans Ltd. 


JOHN FOORD & COMPANY | 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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SCOTTISH INSTITUTE'S NEW DIRECTORY 


. Membership of The. Institute of Chartered Account- 
ants of Scotland at July 31st, 1963, numbered 7,248, 
- according to the Institute's Official Directory, 1963-64, 
.now published. This is an increase of 171 on the 
previous year's figure. À summary of the total mem- 
—bership shows that there were 3,790 members in 
Scotland, of whom 1,098 were ‘in practice on their own 
~ account or as partners in firms’. Of the remaining 
* membership, those in the United Kingdom other than 
Scotland numbered 2,282 (262 in practice as principals 
or partners) and there were 1,176 members abroad 
(193 in practice as principals or partners). 

The Directory extends to 614 pages and contains the 
usual alphabetical and topographical lists of members, 
together with details of membership of the Council of 
the Institute, and of the Standing and Local Com- 
mittees for 1963-64. 

| A 
h | THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Members’ Library 


A new edition of the Short List of books in the library 

: of the Institute, including books on loan, has just been 
issued. Copies of the list are available to members, free 
and post free, from the librarian upon receipt of an 
addressed label. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


Luncheon Meetings 


The first luncheon meeting of the 1963-64 session of 
the London and District Society of Chartered 
Accountants will be held next Tuesday at the 
—Conngught Rooms, Great Queen Street, London 
WOC2, at 12.30 p.m. for x p.m. The guest speaker will 


be Mr Philip Shirley of the British Railways Board. 


CITY DISCUSSION GROUP 


The next meeting of the City Discussion Group of the 
| London and District Society of Chartered Accountants 
wil be held next Wednesday, at the White Swan, 
Coleman Street, London EC2, at 6 for 6.30 p.m., when 
the subject for discussion will be 'Mergers and 
amalgamations in the accounting profession’. 
c 


; MANCHESTER SOCIETY OF CHARTERED 
ACCOUNTANTS 
Implementing the recent suggestion of the Council of 


the Institute that local education committees should be 
formed by the district societies to deal with education 
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in their respective areas, the Joint Tuition Committee 
of the Manchester Society of Chartered Accountants 
and the Manchester Chartered Accountants Students' 
Society has been dissolved, with effect from October 
31st, and replaced by a subcommittee of the Manches- 
ter Society of Chartered Accountants to be known 
as the Education Committee. 

The Education Committee will henceforth be called 
upon to deal with education in the area of the Man- 
chester Society and the committee will be responsible 
for the Intermediate and Final tuition lectures held in 
Manchester on Thursday evenings and will carry out 
the programme of lectures for the 1963-64 session. 
It will also carry out the programme of Saturday 
morning lectures for Intermediate and Final students 
to be held in Preston for the remainder of the 1963-64. 
session, and, in addition, will be responsible for the 
introductory courses for newly-articled clerks to be 
held in Manchester in conjunction with the Man- 
chester College of Commerce, and for future resi- 
dential courses to be held at Lyme Hall, 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


Next Week's Meetings 


The following meetings of the London Students’ 
Society will be held next week: 


Monday, 5.30 p.m., at the Institute, Moorgate Place, 
London EC2. Lecture on 'Problems of stock-in-trade 
valuation’, by Mr Guy D. Neely, M.A., A.C.A; chairman, 
Mr M. Ali Khan, B.COM., a.c.a. (chairman of the 
Students! Society Committee). 

Wednesday, 6 p.m., at the Institute: Speakers’ course 
lecture on "The way to debate’, by Miss H. M. Taylor 
(Abbey School for Speakers). 

5.30 p.m., at Luton: Lecture on “The capital structure 
of companies’, by Mr J. L. Dickinson, F.C.A. - 

Thursday, 5.15 p.m., at the Institute: Introductory course 
lecture on ‘Company law’, by Mr P. W. Medd, 
(Barrister-at-law). 

Visit to the Royal Mint (limited number). 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on ‘Audit practice and methods’, by Mr W. K. 
Wells, B.A., F.c.A. (hon. treasurer of the Students’ 
Society), and "The law of banking’, by Mr P. W. Medd. 


Bedfordshire Branch 


"Án intensive Study Course was recently held in 
Bedford by the Bedfordshire Branch of the London 
Students’ Society. Conducted by Mr V. S. Hockley, 
B.COM., C.A., F.A.C.C.A., the course was well attended 
and the students considered it was of great help in 
their preparation for the November examinations. 

The honorary secretary of the Branch is Mr H. B. 
Joshi, of 26 Victoria Street, Luton, Beds. 
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"THE INSTITUTE OF INTERNAL AUDITORS 


London Chapter 


The next meeting of the London Chapter of the 
Institute of Internal Auditors will be held next 
Wednesday, at the Kingsley Hotel, Bloomsbury Way, 
London WC1, at 6.30 p.m. The speakers will be Mr 
E. B. Allibone, of The Bowater Paper Corporation 
Ltd, Mr S. A. Cropper, of Fisons Ltd and Mr J. H. 
Protheroe, of Metal Industries Ltd, all members of 
the London Chapter, and their subject will be ‘Case 
studies in the use of internal audit techniques to in- 
crease profitability’. 


Birmingham Chapter ` 


The next meeting of the Birmingham Chapter of the 
Institute of Internal Auditors will take place next 
Thursday, at the Chartered Auctioneers’ and Estate 
Agents’ Institute, Regent House,. St Philip’s Place, 
Colmore Row, Birmingham, commencing at 6.30 p.m., 
when a talk entitled ‘Debt recovery and insolvency 
procedure in a nutshell’ will be given by Mr A. M. 
‘Thomson,  A.C.Ls.,  Barrister-at-law of Cadbury 
Bros Ltd. - 


CONTRACTS OF EMPLOYMENT ACT, 1963 


A layman’s guide to facilitate understanding of the 
Contracts of Employment Act, 1963, has been pub- 
lished by the Industrial "Welfare Society.l 

Planned in question and answer form, the booklet 
deals with many of the problems likely to be en- 
countered. It describes various methods by which the 


terms of employment may be notified to the employee: 


and possible methods for recording subsequent changes 
in the terms. It also gives examples of layouts for the 
necessary documentation. 'l'hese examples provide a 
basis on which suitable forms may be designed- by those 
whose responsibility it is to implement the Act in their 
companies. 


THE CHARTERED AUCTIONEERS’ AND 
ESTATE AGENTS' INSTITUTE . 
Guy Bigwood Award, 1964 


A prize of one hundred guineas for the Guy Bigwood 
Award, 1964, is being offered by the Council of The 
Chartered Auctioneers’ and Estate Agents’ Institute 
in an open competition for the best original paper 
submitted on any subject of value and interest to the 
profession of auctioneer and estate agent. 

The competition is open not only to practising 





lContracts of Employment Act, 1963. Industrial Welfare 
pore: 48 Bryanston Square, London Wi. Price 3s 6d post 
ree. 
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auctioneers and estate. agents, but to any person who 
has knowledge and experience of a subject which 1s. 
of some concern, directly or indirectly, to the work of 
auctioneering and estate agency, which includes the 
valuation, sale, purchase, letting and management of 
land and buildings, both urban and rural, and the sale 
and valuation of furniture and similar chattels and live 
and dead farming stock. 

Papers may be of any length, but competitors need 


4 


not exceed the range of up to 5,000 words unless they . 


wish to. 

Entries should be sent by March 41st, 1964, to the 
Secretary of The Chartered Auctioneers’ and Estate 
Agents’ Institute, 29 Lincoln's Inn Fields, London 
WC2a, from whom entry forms and copies of the rules 
for the competition can be obtained. 


Merger Plan 
An explanatory memorandum giving details of a 


proposed amalgamation of The Chartered Auctioneers’ _ 


and Estate Agents’ Institute and The Incorporated 
Society of Auctioneers and Landed Property Agents was 
recently sent to members of each body. Membership 
of the Institute at the end of 1962 numbered 10,171 
and that of the Society was 4,274; both bodies have 
the same rules of conduct and scales of charges. 


‘Members’ views on the proposals are to be sought at 


extraordinary general meetings of the two bodies to be 
held in due course, probably next March. 


UNIVERSITY ENTRANCE SCHOLARSHIPS 
London School of Economics 


Entrance scholarships are available to students with a 
good mathematical background who wish to specialize 
in certain subjects, including accounting, at the London 
School of Economics and Political Science (University < 
of London). - 

These scholarships are worth {500 a year, no 
account being taken of the parents’ income. Candidates, 
who must have G.C.E. ‘A’ level in at least one mathe- 
matics paper, will be required to read for the B.Sc. 
(Econ.) degree, selecting accounting, economics 
(analytical and descriptive), statistics or computational 
methods, as their special subject. 

In addition, various other entrance scholarships are 
available — which may be held by students. reading 
accounting — of the value of {100 a year, to supplement 
local education authority awards. 

Further information may be obtained from the 
Registrar of the L.S.E., Houghton Street, Aldwych, 
London WC2a. Closing date,for receipt of applications 
30th; for the other entrance EE itis December 
31st. e ud 
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Tax Tangle 


T is a commonplace of British tax law that a man’s tax liability 
[== begin to be computed until one has established the 

precise position under general legal principles in relation to his 
contractual relationships. Thus, if he makes a settlement but the 
settlement is void because it offends the rule against perpetuities, 
it cannot affect his tax liability; or if he has received a sum of 
money but is contractually bound to restore it, he cannot be taxed 
on it as though he were entitled to it. Where anti-avoidance pro- 
visions in the Income 'Tax Acts direct that income under a settle- 
ment is to be treated, for tax purposes, as though it belonged to the 
settlor, there is usually a corollary which gives the settlor theright 
to recover, from the trustees of the settlement, the tax which he has 
to pay as a result of those anti-avoidance provisions. He is not 
normally expected to bear out of his own pues the tax which is 
attributable to property he no longer has. 

All this is intelligible and plainly right. A recent decision in the 
High Court! has shown, however, that it is still possible for a 
taxpayer to be charged with tax on property which is not his, 
and without giving him any right of recovery from the true 
owner. These proceedings, like several others, arose out of a 
scheme entered into by Mr ROBERT FREDERICK SouL which was 


originally designed with tax mitigation in mind. So far, it seems - 


to have proved to be a very costly scheme indeed. Conceived 
some years before 1954, the scheme as expounded in the judgment 
of Mr Justice WILBERFORCE in the case mentioned above, and on 
the basis of Mr Sour's own evidence, was one by which Mr Sour 
would obtain leasehold properties in London and would make 
various persons the owners. These persons were to be persons 
with very little income and, therefore, persons who would be in a 
position to claim the maximum tax allowances. Mr SouL, on his 
part, was to manage the properties and collect the rents, and the 
advantage of the transaction was to be that since the ultimate 
purchasers would not be subject to the normal rate of tax, they 
would be able to afford to pay to Mr Sout, as his share in the 


transaction, a good rate of interest, and a percentage of the rents: 


as a management fee. Ultimately, when the whole of the properties 
had been paid for out of the rents, the purchasers would become 
absolutely entitled and they would, on their side, agree to employ 
Mr Sout as collector of the rents. This was the scheme and it was 
to produce benefits to both sides. Mr Sour found about thirty- 
seven persons who were willing to take part in the scheme. One 
of them was the Mr MancHANT who was the defendant in the 


1 Soul v. Marchant (1963 S. No. 2115, October 16th, 1963). 
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proceedings before Mr Justice WILBERFORCE, and 
who entered the scheme in 1954. 

. At this point, for the moment, we leave the case 
of Soul v. Marchant and review other proceedings 
in which Mr SouL was a party on the one side, 
and the Inland Revenue, in various manifesta- 
tions, on the other. In 1955 the Inland Revenue, 
to use the words of Mr Justice WILBERFORCE, 'got 
interested in the transactions which Mr Soul had 
entered into'. Inquiries were made of tenants of 
properties which were within the scheme. Follow- 
ing on these inquiries Mr SouL was charged to 
tax on the rents. He appealed to various bodies of 
appeal commissioners, but without success. 

For the purpose of these appeal hearings, or 
some of them, the Inland Revenue desired to 
adduce documentary evidence which was not 
in the hands of the Inland Revenue. The pro- 
visions in the Income Tax Act, 1952, as to the 
summoning of witnesses are notoriously limited. 
The Act gives no power to the appeal commis- 
sioners to summon a witness duces tecum, that is 


to say, to require a person not paity to the ` 
. other 


proceedings to produce documents. It has been 
the practice for many years to make good this 
defect by obtaining from the Crown Office the 


issue of a subpoena duces tecum, which the Crown ` 


Office issues without: requiring the applicant 


to obtain the leave of a judge. Moreover, the . 


subpoenas are issued in blank; the documents 
required are specified after the issue. This 
procedure was followed in the case of Mr Sour. 
. Mr Sout then commenced proceedings against 
the Inland Revenue. In his statement of claim 
against them he alleged that they had acted 
wrongfully in obtaining the issue of subpoenas 
without leave, that those subpoenas were invalid 
and that the witnesses were improperly brought 
before the Court. He also claimed damages. 
The Inland Revenue’s reaction to this attack 
was to apply to a Queen's Bench Master to strike 
out the statement of claim and dismiss the action 
on the ground that the statement of claim dis- 
closed no reasonable cause of action against the 
Inland Revenue. This the Master did, and Mr 


SouL appealed unsuccessfully from this order . 


both to Mr Justice PHILLIMORE and then to the 
Court of Appeal. The decision of the latter Court 
was given in November 1962 and is reported at 
41 A.T.C. 323. Lord DENNING said that there was 


nothing wrong in what the Inland Revenue had ` 


„stated cases in respect of his unsuccessful appeals 


-of the identities of the properties registered in 
their names. They signed their income tax returns 
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done or in the issue of the subpoenas. Seeing 
that the evidence had in fact been given, an 
irregularity would not have given rise to any ~ 
cause of action. 

In the meantime Mr SouL had demanded 


and these came before Mr Justice BuckKLEY early 
in 1963. Dismissing all Mr Goes appeals, his . 
lordship said that Mr Sour's practice had been to 
introduce himself to the ultimate purchasers of 
the houses as the agent of an undisclosed principal 
who had authorized him to make investments for 
the ‘proprietors’. The proprietors were ignorant 


in blank and sent them to Mr Sour to fill up. 
He treated himself as entitled to sell the properties 
and reinvest the proceeds without. consulting the 
proprietors. He opened bank accounts in their 
names without their knowledge and drew on these 
accounts for his own purpose. 

It appears from the recent judgment of Mr 
Justice WILBERFORCE that Mr Sour launched 
proceedings in 1962 against Mr 
MancHaNT and the Inland Revenue. These 
proceedings were to establish against the Inland 
Revenue that Mr MARCHANT, and not Mr Sour, 
was the beneficial owner of the properties which 
had been put into Mr MancHANT's name. Here 
again the Inland Revenue applied successfully—i 
to have the proceedings against them stayed. In 
those proceedings both Mr Marcuant and Mr 
SouL were maintaining much the same thing, 
so that once the Inland Revenue were no longer 
parties the proceedings became rather pointless. 
The action came before Mr Justice Cross in 
May 1963, and an order was made for Mr 
MARCHANT to pay Mr Sons costs. 

Returning now to the action between Mr 
SouL and Mr MARCHANT which Mr Justice 
WILBERFORCE did decide, it seems that as between 
the two parties the position was not exactly the 
same as that.indicated by Mr Justice BUCKLEY, 
since Mr Sour did not appear to have represented 
himself to Mr MARCHANT as acting for an undis~ 
closed principal. Mr Sour, following his reverses 
in the tax appeal proceedings, claimed a declara- 
tion that he’ was the beneficial owner of the 
properties conveyed to Mr MARCHANT, and an 
order directing Mr MARCHANT to convey them to 
Mr Sout. However, he frankly admitted in 








> 


November 16th, 1963 


evidence that he had always intended and believed 
that he bought the properties for Mr MARCHANT. 


þ—-The course of the tax proceedings forced him to 


ie 
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try to obtain the properties: 

After a careful review of the evidence before 
him, Mr Justice WILBERFORCE held that the 
properties had been conveyed to Mr MARCHANT 
pursuant to a legally binding contract between 
himself and Mr Sour, that the properties were in 
Mr MARCHANT's beneficial ownership, and that 
accordingly Mr Sour's action must fail. He added 
that even if there were no legally binding contract, 
he would hold that there was no resulting trust of 
the property to Mr SouL, since Mr Sour had 


_ throughout intended that Mr Marcuant should 


be the beneficial owner. The decision in the 
tax appeal proceedings, to the opposite effect, 
was a decision in proceedings to which Mr 
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MARCHANT was not a party and was not binding 
on him. 

One of the allegations made in Mr MARCHANT'S 
defence was that the scheme was an illegal 
scheme. Mr Justice WILBERFORCE said in this 
connection that he had not a scintilla of evidence 
that the scheme was entered into for any illegal 
or fraudulent purpose, to trick the Revenue. 

It is a piquant aspect of the whole affair that 


when Mr SouL sought in the tax appeal proceed- 


ings to put in evidence a letter which he wrote to 
Mr ManCHANT in August 1954, for the purpose 
of showing that Mr MARCHANT was the beneficial 
owner, it was held that the letter was inadmissible, 
because it was unstamped.-This stamp objection 
had presumably been cured when the letter came 
before Mr Justice WILBERFORCE, for the letter 
was the basis of his decision against Mr Sout. 


The Creation of Accounts 
from Incomplete Records-I 


by C. R. PRATT, A.C.A. 


Written primarily with the trainee accountant in mind, this article dealing with the 

speedy and efficient production of accounts from incomplete records may also be 

read with advantage as an aide memoire by partners and senior staff and as a check 
on methods and procedures in their own practices. 


HE word ‘creation’ in the title of this article is 
used advisedly, for accounts are often a reflec- 
tion more of the creative art of the accountant 
applied to a jumble of assorted papers and informa- 
tion, than of the mere mechanics of assembling 
figures from neatly kept records. 

Preparing accounts from Ges records is a 
major section of many professional practices, par- 
ticularly in the smaller and middle ranges, and yet the 
techniques by which they are prepared have to be 
learned by the junior clerk from whosoever can best 
spare the time to teach him. In this haphazard way, 
the trainee accountant learns both the good and bad 
habits of his often unwilling teacher. Bearing in 
mind its importance, it is more than strange that there 
is so little professional literature on the best way to go 
about preparing such accounts. In fact, the explana- 
__ tons given seem to be directed more to inculcating 
~ in the junior a respect and awe for his seniors for 
having mastered so difficult a subject, than clarifying 
the stages and methods best followed to prepare them 
in an orderly and reasoned manner. 

The explanations that follow presume a knowledge 
of accounting sufficient to post a general ledger, close 
it off, and prepare final accounts from the extracted 
trial balance. 


Requirements of a Good System 


To clarify our thinking it will be helpful to set out 
the requirements of a good system. It should be: 


(a) Simple in method, and follow standard accounting 
procedures. As a result accuracy and speed will 
be attained. 


(b) Flexible. The same method should be appropriate 
to all varieties of business both large and small. 
There should be ample scope for making adjust- 
ments and yet further adjustments, as is often 
found necessary with such accounts. 


(c) Produce accounts easy to analyse. It should be 
possible, whilst interviewing a client, to give him 
a detailed breakdown of any figure appearing in 
his accounts. With some accounts one has to make 
a massive search tbrough working papers with 
much use of a jotting pad, before a breakdown is 
obtained that is understandable to the layman. 


(à) Economical of time and stationery. Every working 
paper additional to the basic need of bank 
account, cash account, opening and closing 
balances, and journal, will create work and 
complications. ‘Summarizer’ sheets of income and 
expenditure should be eliminated. 


(e) Capable of utilizing junior labour. 'This will have 
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the dual benefit of reducing the work of seniors 
and at the same time training the junior. 


Outline of Method 


The list numbered 1-13 below, sets out the opera- 
tions and working papers required to compile a set of 
accounts frorn initial interview to completed accounts. 
At first glance it appears formidable; but on closer 
examination it will be found that the methods 
outlined are methodical and simple, and will achieve 
the objects of a good system already stated above. 
These methods form a suitable framework for the 
preparation of accounts from almost any combination 
of incomplete records. The techniques used at any 
stage may differ (for instance, the cash account can be 
prepared in various ways to suit circumstances) but 
the method of compilation will remain the same. 

Principles of the system. Each set of working papers 
(Nos 2-6 inclusive) is complete in itself — either the 
debit and credit totals being agreed, or an account is 
prepared and balanced, in the same way as a general 
ledger account is posted and balanced. The accuracy 
of all additions is thus proven before any postings are 
made. These working papers having been completed 
and balanced, all we have to do is complete the 
double entry by posting the transactions to the 
skeleton final accounts (7), instead of to the separate 
accounts in a general ledger. Each heading of the 
skeleton accounts has sufficient space underneath to 
allow these postings to be made. 

Opening debtor and creditor balances, stocks, etc., 
are the first to be posted to the skeleton. Then 
income, expenditure, and adjustments ~ posted from 
working papers Nos 2, 3, 4, and 6. Finally the closing 
debtors, creditors, and stocks, etc., are posted to 
complete the accounts. 


Sequence of Work 


The list below sets out roughly the sequence in which 
the work should be carried out, and the various 
working papers required. For ease of reference, the 
same headings have been retained in the narrative 
that follows, 

-. Basically, there are four main stages between each 
of which there may be a time interval. First, there is 
the initial interview (A), followed by the compilation 
of various working papers (B). These being satis- 
factory, we go on to the third stage of posting the 
accounts and preparing the income tax return as far 
as possible (C). Fourthly, we have the final interview 
that settles queries and enables the job to be 
finished (D). 

For practical purposes the time interval between 
each stage should be kept as short as possible, as it 
takes time to pick up the threads of a job when 
starting on the next stage. A knowledge of the 
client's affairs is essential to the correct preparation 
of accounts if obvious errors, that can occur due to the 
incomplete nature of the information supplied by the 
client, are to be avoided. 
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1. Initial Interview (A) 
Working Papers (B) (Nos 2-7). 
2. Bank Account (a) Bank payments analysis. 
(b) Bank deposits analysis. 
(c) Summary bank account and 
reconciliation. 
3. Cash Account (a) Cash payments analysis. 
(b) Cash receipts analysis (if 
needed). 
(c) Cash account. 
4. Summary stock firm accounts, rental state- 
ments, etc. 
5. Analyses of creditors and accruals, debtors and 
prepayments, and stock. 
6. Journal adjustments. 
7. Skeleton of final accounts. 


. Final Accounts and Tax Return (C) 
8. Posting to profit and loss account, betterment 


statement or balance sheet, and suspense ^ 


account. 

9. Preparation of income tax return. 

10. Examination of accounts and tax return by 
partner. 


11. Final Interview (D) 

12. Completion of accounts and income tax return 
and writing of report. 

13. Typing and dispatch. 


Incomplete Records and Documents 


The general run of small businesses can usually 
supply the following basic records: 
(1) Bank statements. 
(2) Cheque stubs. These should have noted on them 
the nature of the payment, in addition to the 


E 
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name of the payee. Further information on. 


bank payments can be obtained from an examina- 
tion of invoices, statements, etc. 

(3) Deposit slips. It is to be hoped that these will 
give a detailed breakdown of the.nature of each 
receipt and banking — whether general sales, 
equipment sales, or loans etc. If not, sales notes 
and other documentary records can explain 
some receipts, and the remainder will have to be 
queried with the client. 

(4) Petty cash disbursements book. There may or may 
not be a record of cash expenses whether paid 
out of the pocket or paid for by petty cash 
cheques drawn for that purpose. If no records 
are available, a list of cash disbursements will 
have to be estimated. 

(5) Schedules of stocks, debtors and creditors. Often 
the figures of stock and debtors are obtainable 
from the client, but the creditors have been left 
for the accountant to compile. This is done by 
examination of the cheques drawn after the 
accounting date, and such invoices and state- 
ments at the accounting date that one can obtain. 

(6) Hire-purchase agreements, estate rental and land 
sale accounts, leases, new partnership agreements, 
etc. 

If we are fortunate, a new client will have been to 

see us before the commencement of the year for 
which accounts are to be prepared. 
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Most business men, farmers, etc., wish to have the 
clerical work they have to do kept to a minimum, and 
we are now in a position to set out what that minimum 
“will be: 

(a) Cheque payments. Write on the stub, and the 
reverse of the preceding. stub if necessary, 
the date, name of payee, and brief details of the 
nature of the payment, the amounts of which will 
total to the value of the cheque. 

(b) Deposits. Write on the reverse of the deposit 
counterfoil full details of the nature of the 
receipt, and where relevant the persons from 
whom the money was received. 

(c) Bank all moneys intact, and pay as much as pos- 
sible by cheque. 

(d) Filing. Place all papers, memorandum notes; 
invoices, statements, agreements and other 
documents on a pin file. When paying accounts 
do not return statements or invoices to suppliers 
with the cheque — enclose a slip stating it is in 
payment of their ‘April’ account. 

(e) Draw all cash for private and business use from 
the bank account. Record in a memorandum cash 
disbursements book all expenses that could 
perhaps be of a business nature. Write a few 
words as to the nature of the expense. 

(f) When nearing the end of the accounts year 


contact the accountant, so that there will be a ` 


clear understanding of what should be done in 
stocktaking, and listing debtors and creditors. A 
standard form letter should, in any event, be 
sent by the accountant to each such client before 
the end of the accounts year. 
No one can say that these requirements are too 
onerous. 


x. Initial Interview 


-It cannot be too strongly emphasized that the success 
and smooth progress of the work is dependent upon 
getting the client to bring in all the necessary docu- 
ments, and in being thorough in covering the ground 
at the initial interview. 

It is important to obtain a clear picture of the main 
financial events that have occurred in the business 
and private life of the client during the accounting 
period, and crystallize these into notes. A carefully 
directed interview will quickly build up this picture, 
and help to explain the often incomplete information 
contained in the records from which accounts have 
to be prepared. At this stage, it is not usually advisable 
to discuss the client's living costs — if this proves to 
be necessary, it is better to deal with the matter at a 
final interview when the cash account figures are 
available. 

The initial interview should usually cover the 
“following points: 

(1) Have all business moneys been deposited gross 
to the bank account? 

(ti) Are deposits fully detailed? If not, details of 
items of a capital or special nature must be 
ascertained. 

(ii) Have there been any asset purchases, sales, 
trade-ins, or scrappings, that are not fully 
described in the records presented? (Although 
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this should be covered by questions (ii) and 
(iv), in practice it is necessary to inquire 
specifically whether the records presented will 
give adequate information.) 

(iv) Go through the previous year's depreciation 
schedule of equipment and confirm that none 
are scrapped or otherwise disposed of unknown 
to yourself. 

(v) It is often a good idea to inquire about legacies, 
loans received or made on a private basis, 
savings accounts and other items that will give 
a lead as to the accuracy of the takings figures, 
business cash account, and adequacy of draw- 
ings. Obviously such inquiries on the private 
side of a man's affairs can be the cause of 
offence and so discretion must be exercised 
as suits the needs of the case. Such inquiries 
can often forestall a situation that could lead to 
a taxation department investigation, a factor 
of which the client should be forewarned. Not 
least of the benefits is that the reputation of the 
accountant will be protected — human nature 
being what it is, the mortified client will often 
blame his accountant for failing to keep him 
out of trouble. 

(vi) Inquire about.any business cash expenditure 
that may not have been recorded in the books 
supplied. Suggestions should be made as 
appropriate such as motor expenses, magazines 
for visitors, and entertaining costs. Whilst on 
this, it often happens that the client remembers 
some special matter that brings to light a 
source of cash which has not been banked. 

(vii) Obtain estimates of goods used for home 
consumption, and the private proportion of 
electricity, telephone, motor expenses, etc. 

(viii) Make general inquiries as to whether there are 
any matters which will specially affect the 
financial transactions of the business, for 
example, expensive alterations, opening a new 
branch, a fire, or signing of a lease renewal. 

(ix) Go through the income tax return and inquire 
about other income, savings accounts, invest- 
ments, etc., and the expenditure on allowable 
deductions that may not be fully explained in 
the records supplied. It is sufficient to ask the 
client on each item whether the documents to 
hand will give the required information. These 
inquiries will check that matters of importance 
are not overlooked. 

(x) If the client is a new one, it will be necessary 
to obtain full particulars of all assets and 
liabilities at the start of the accounting period. 
'The net difference will be the opening capital 
account balance, thus starting the accounts on 
a proper double-entry basis. If the client is in 
business it is usually best to bring into the 
balance sheet the cost of private assets such as 
his house and investments. It makes the balance 
sheet more realistic of his true financial posi- 
tion, and is particularly valuable when it is 
submitted to a banker for the purpose of 
obtaining overdraft facilities. It also ensures 
that any asset purchase or sale moneys do not 
get included erroneously in trading stock 
purchases or sales, due to the client omitting to 
inform you of the transaction. Even if a balance 
sheet is not to be prepared (see betterment 
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Figure 1 
Smith & Son 


S. Hart - purchases Pi és id is ne 
Cash SN 
J. Williams Ltd — house refrigeration representatives. 
Home Furnishers — four shop knives .. i $ 
C. Tonkin Ltd — purchases di 
Corner Service Station — petrol etc. 

etc. T 

etc. 


Bank Summary 


£ s d 

Balance, September 30th, 1962 1,756 10 9 in hand 
Deposits — per list 15,170 i 6 
16,926 12 3 
Payments — per list [4,9984 17 9 


Balance, September 30th, 1963 £1,941 14 6in hand 





statement method), it is essential to obtain a 
clear idea of a client's assets and liabilities, and 
the approximate value of each item. 


2. Bank Account (Figure 1) - 


This is one of the first jobs a new junior has to learn. 
He should be handed 
(i) The bank reconciliation for the end of the 
previous year. 

(it) Bank statements. 

(iii) Cheque stubs and deposit slips. 

It is the junior’s job to list on analysis paper all 
cheque payments and other debits appearing on the 
bank statements: It is quicker and more convenient 
for future reference purposes to use analysis sheets 
rather than a cash-book, unless the client is going to 
write it up himself in future. The amourit of each 
payment is put in a ‘total’ column, and to the left 
there should be a space for the date, cheque number 
and details of payment. Only such details as the stub 
supplies need be recorded at this stage, for it is best to 
leave the examination of vouchers and inclusion of 
their information on to the analysis sheets until after 
the reconciliation has been proven. 

Deposits should be listed from the deposit slips 
on to separate sheets of analysis paper, the figures 
for the total column being the same as those appear- 
ing on the bank statements. It is helpful to leave a 
couple of lines between each item where there is 
likely to be some future analysis of the bankings from 
records other than the deposit slips. 

When all bank payments and deposits have been 
listed in the total columns, they can be added and a 
summary bank account and reconciliation prepared. 

After the reconciliation has been agreed, the 
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BANK PAYMENTS 


November 16th, 1963 


September 30th, 1963 


Cash Motor. 

Total Account Purchases Expenses 
£ s d É S £ s £ s d 
105 13 4 105 13 4 

2000 2000 

i3 7 5 

510 0 

95 l6 6 95 16 6 

815 6 815 6 





£14,984 I7 9 £510 0 O £12,878 4 2 £153 | 


am eebe a Na es aaa 


Bank Reconciliation September SE 963 
s 


£ s d 
Balance per bank . 2,20 15 2 © 
Less outstanding cheques 105 176 4 9 
109 82 5 9 
110 120 10 2 
379 0 8 
£1,941 14 6 


vouchers are examined so that further information of 
each payment and receipt can be entered on to the 
analysis sheets. They are then placed on one of the 
following stacks: 

(a) Connected with bank analyses and no longer 
required. 

(b) Unconnected, and thus presumably cash expen- 
diture. 

(c) Query vouchers; vouchers requiring journal 
adjustments to be made; hire-purchase agree- — 
ments; leases, etc. 

The payments and deposits can now be extended 
from the total column into the analysis columns, one 
column being headed ‘suspense’ if there happen to 
be a number of unexplained items. 

It is an excellent idea to mark with a pencil cross 
and make pencilled comments on all queries that have 
to be settled with the client. This saves having to 
make voluminous notes — so that when the client is 
interviewed one has only to go over the notes, and 
then look through the working papers for any pencil 
markings and comments (see ‘Final interview’ in Part 
II of this article). This procedure should be followed 
for all working papers and the income tax return. 

Unless the junior i$ reasonably experienced, it is 
best for a senior to examine the analyses and correct 
them before they are added and cross-added. 

The working papers will now show a complete and 
summarized statement of all moneys going into and 
out of the bank account. 

This method should be repeated for all other bank 


accounts, savings accounts, stock firm accounts, etc., 


that are complicated and which have to be brought 
into the accounts of the business. | 
(To be concluded.) 


—! 
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SOUTH AFRICA 


Education and Training of Prospective 
Accountants 


HE revised curriculum to be covered for the 

Certificate in the Theory of Accountancy required 
of prospective accountants has been accepted by all 
nine of the South African universities participating in 
the University Education Scheme for accountancy 
students and will be introduced by all the universities, 
except one, with effect from the commencement of 
the new academic year in 1964. 

The new curriculum calls for the addition to the 
present requirements of courses in English and 
Economics with a broadening of the teaching in 
subjects such as management and cost accounting. 
The whole curriculum is to be spread over five years, 
lectures necessarily being given in part-time hours. 

It is confidently expected that the addition of a year 
to the time required to gain a Certificate in the Theory 
of Accountancy will result in accountancy students 
being much better equipped to attempt the qualifying 
examination of the Public Accountants’ and Auditors’ 
Board. Success in this examination is the final step 
necessary for a prospective accountant to achieve his 
aims. 

Revision of Company Law 


NNOUNCEMENT was made recently of the new 

Government Commission set up to inquire into 

the need for the revision and bringing up to date of 
~South African company law. 

The South African Companies Act of 1926 was 
last amended in major respects in 1952 and the need 
for further revision in certain directions has become 
pressing. There is little doubt that the large number 
of sensational financial failures by South African 
companies in the last two or three years has given 
cause for concern as to the adequacy of South 
African company law as it stands today. 

The chairman of the new Commission will be Mr 
Acting Justice van Wyk de Vries. Other members of 
the Commission are Messrs A. Suzman, Q.C., A. 
Linn, N. Glen, S. A. Hofmeyer and D. G. J. van 
Rensburg. Of these only one, Mr Noel Glen, is a 
practising accountant. 

The Commission's terms of reference are very 
wide and cover every aspect of the application of the 
Companies Act. It is expected that the Commission 
: will get down to work almost immediately. 

The accountancy profession has anticipated the 
appointment of such a Commission for quite a long 
time. A great deal of research and ground work has 
already been done by special committees appointed 
by the Joint Council of the Societies of Chartered 
Accountants of South Africa and by the various 
provincial societies themselves and it can confidently 


be said that the profession is ready to present tts 
memorandum to the Commission. 

The appointment of the Commission follows close 
on the completion of the work of the Broome Stock 
Exchange Commission, as was promised by the 
Minister of Economic Affairs during the last session 
of Parliament. 


GHANA 





Company Law Modernized 


OMPANY law has now been brought completely 

up to date by the Companies Code, 1963, which 
came into force on July rst, and replaces the old Com- 
panies Ordinance, which was based on the United 
Kingdom Companies Acts of 1862 to 1900. The Code 
is largely based on the draft code which was set out, 
with comments, by Professor Gower, in his Report on 
the Company Law of Ghana dated. April 6th, 1961. 

It is now possible for a company to have only one 
member, though there must be at least two directors. 
One director must always be present in Ghana, 
although if both, or all, directors are away one of 
them may appoint another person to act as a tem- 
porary director during his absence. 

The distinction between the memorandum and the 
articles of association has been abolished and new 
companies will instead have one set of regulations. 
The ultra vires doctrine, too, has disappeared since a 
company is now deemed to have all the powers of a 
natural person of full capacity, unless there is any 
stipulation to the contrary in the regulations. In any 
event, the objects clauses may be amended by special 
resolution. 

All shares must now be of no par value and shares 
already issued by existing companies automatically 
became shares of no par value on July 1st. Every 
company, including existing companies, must have 
an issued share capital of not less than Zeoo (exclud- 
ing shares issued in consideration of goodwill), of 
which at least {100 must have been issued for cash. 

The requirements of the Code concerning the 
information to be disclosed in the annual accounts are 
possibly the most controversial. Sales and the cost 
of sales must be disclosed while numerous details 
have to be given concerning fixed assets. While this 
may be justifiable, one wonders why it is necessary to 
distinguish payments in advance from trade debtors 
in the balance sheet or to show separately stocks of 
raw materials and components, work in progress, 
stocks of finished products, and other stocks; the 
value of this information to a shareholder is question- 
able. 

The result of these requirements is that in order to 
give accounts themselves some clarity it is necessary 
to append a large number of notes. Furthermore, 
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it is doubtful whether many shareholders will be able 
to understand the annual accounts, anyway, in view 
of the large and confusing amount of detail which 
must now appear in them. 

The Companies Code, 1963, is the last step in the 
revision and modernization of the company and 
mercantile law of Ghana; the previous enactments in 
this field being the Bills of Exchange Act, r9ór, 
Sale of Goods Act, 1962, Incorporated Private 
Partnerships Act, 1962, and the Bodies Corporate 
(Official Liquidations) Act, 1963. 'l'his impressive 
programme should, now that it is completed, assist 
in reassuring and encouraging foreign investors. 


UNITED STATES 


Effect of Lease Capitalization on 
Financial Ratios 

IB A. TOM NELSON, c.P.4., assistant professor 

of accounting at the University of Utah, sets out 
in an article in a recent issue of The Journal of 
Accountancy (New York) to determine whether 
(1) capitalization of long-term leases makes financial 
ratios more meaningful, and (2) decision-making 
would be improved by such capitalization. In only 
eleven cases of published financial statements could 


he find enough information to enable him to estimate 


the capitalized value of the rentals. The reporting in 
general was confined to very brief footnotes, expira- 


tion dates were rarely shown, and the implied interest 


or original cost was never stated. 

In the eleven cases he included the present value 
of the rentals among the fixed assets as 'rights to 
use of leased property'. The rentals due within one 
year he included among the current liabilities as 


‘current lease rentals’, and the discounted value of 


the remainder appeared among long-term liabilities 
as 'rental obligations under long-term leases (dis- 
counted at implicit interest rates)’. In the income 
statement the only adjustment was for the implicit 
interest obtained by multiplying implied interest rate 
by total lease liability. The amount so calculated was 
simply shifted from the operating to the non-operat- 
ing section of the income statement. It was assumed 
that the sum of the depreciation and interest charges 
for any year equalled the lease rentals for that year. 

In drawing conclusions Dr Nelson gives examples 
as follows: Almost identical ratios of debt to capital, 
41:5 and 41-7 per cent became 70-6 and 52:6 per cent, 
respectively. Current ratios of 3-43 and 3:40 to 1, 
respectively, become 3:35 to 1 and 2:13 to x. Where 
interest charges appeared to be covered by earnings 
6:3 and 6-1 times, the figures after capitalization 
become 1-6 and 3-3 times, respectively. Ratios of 
fixed assets to tangible net worth are changed from 
67:6 and 68-1 per cent to 154-4 and 93 per cent, 
respectively. 

Dr Nelson concludes that accounting, as a profes- 
Sion, must assume responsibility for adopting new 
reporting techniques to reflect properly the changing 
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nature of the business world. It must respond to the 
need for a new device to reflect the financial world's 
development of leasing as a new means of financing. 
He suggests that the results of his study tend to— 
support capitalization as the needed device. 


Educating Accountants 


HAT members of the American Institute of 

Certified and Public Accountants of the future 
will need to know was discussed at the recent seventy- 
sixth annual meeting of the American Institute in 
Minneapolis. 

The discussion was opened by Dean Robert H. 
Roy, of the School of Engineering Science at Johns 
Hopkins University, and the chairman of a com- 
mission, financed jointly by the Carnegie Corporation 
and the American Institute, which aims to explore 
the needs for accounting a generation hence and to 
define a ‘common body of knowledge’ that future 
C.P.A.s must master. 

Dean Roy noted that in recent years account- 
ants have been called upon more and more to go 
beyond their audit engagements and help clients with 
advice regarding management problems. He men- 
tioned particularly tax problems, estate planning, 
pricing problems, setting up management control 
systems, installation of electronic data processing 
equipment, problems of inventory control, and other 
matters. Schools and colleges are responding to this 
situation, he asserted; they offer new or more courses 
in such subjects as finite mathematics, calculus, 
linear algebra, statistics, probability, electronic 
computer systems, and operations research. 

Professor William J. Vatter, of the University of 
California, said that education must be a compromise 
between general or liberal conceptions and the 
demands that force specialization, between formal 
activities carried on in classrooms under what 
appear to be controlled conditions, and those informal 
yet effective processes which go on, even unassisted, 
while an individual works and lives. In order to 
prepare accountants for growth in the service of 
management, Professor Vatter recommended reduc- 
tion in formal accounting instruction. 

Professor R. K. Mautz, of the University of 
Illinois, described himself as a ‘devil’s advocate’ 
presenting ‘the more orthodox point of view’ 
toward education for accountancy. He recommended 
continuing the usual four-year preparation for a 
starting position in public accounting or accounting 
work in industry. Professor Mautz asserted that 
improvements could best be made within the four- 
year undergraduate programme, and in a fifth year 
of study to be undertaken after some practical 
experience. 

The more generally held point of view in the 
American Institute, as embodied in a formal resolution 
by the Institute’s Council, calls for a fifth year of 
formal education when practicable, as appropriate 
for those men who .are undertaking to become 
C.P.A.s. 
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ADVERTISEMENT 


FACTORING OF BOOK DEBTS 


By Geoffrey R. Boon, M.A.(CANTAB.) 
General Manager of J. GERBER (FACTORS) LIMITED 
Mappin House, Winsley Street, Oxford Street, London W1. LANgham 0371 


Growing Credit Trends 

Under modern trading conditions an increasing proportion of the working capital of companies is employed in 
financing their debtors, thus restricting further expansion. The problem is becoming more acute as the length 
of credit required by the larger, and therefore more important, customers tends to grow. If debts can be sold 
for cash, so that all sales become in effect cash sales, the capital normally employed in financing debts is 
immediately freed and made available for other more profitable uses. ` 


Not a ‘Borrowing’ 

The factoring of book debts, whilst running into a turnover of several billion dollars per annum in America, 
is comparatively new to this country although now becoming progressively more popular. Factoring, sometimes 
called ‘invoice discounting’, simply means the conversion of one asset (book debts) into another (cash); by 
selling the debts to the Factor, the company is not 'borrowing', and its already established lines of credit are 
unaffected by the operation. 


Disclosure: Some real Disadvantages l 
A total ‘factoring’ operation entails the legal assignment of the debts to the Factor who then collects them direct 
from tbe individual debtors. Of essential concern to such a Factor is the credit standing of the debtors and non- 
recourse terms will only be granted where such debtors are first rate; the guarantee of the client company will be 
required for the more ‘runof the mill’ debtors and also where the quality of the goods supplied is called in question. 
By the above method the Factor does obtain the best security possible but discloses to the customers of the 
client company that finance has been sought by their supplier. That knowledge can, it is submitted, reflect 
upon the credit standing of the client company in the eyes of its customers. Furthermore, although it is 
improbable that too expeditious a collection practice would be effected by the Factor against tardy debtors, 
there does exist such a fear in the mind of the client company that it might lose some of its customers as a 
possibie outcome. It is submitted that until factoring does become an everyday commercial operation in this 
country and is carried out by reputable factoring organizations such as those now in business, those prejudices 
will continue to exist. 


The Confidential Factoring Service 

' In order to fulfil the demand for a confidential factoring service, J. Gerber (Factors) Ltd, a company owned 
equally by the Charterhouse Group and the South Africa Confirming House of J. Gerber & Co Ltd, was formed 
recently to offer such a service whereby the Factor remains undisclosed to the individual debtors of the client 
company. The method of operation is very simple but can be (and is) modified to suit the special requirements 
of the client company. The normal procedure is that the client offers to sell those of its book debts as are 
specified on schedules provided by J. Gerber (Factors) Ltd, Gerbers will then advance any amount required 
by the client company up to a maximum of 85 per cent of the total face value of the debts less a discount 
calculated at the rate of 2 per cent for thirty days, pro vata, for the time the debts are outstanding, finer 
rates being available to the larger account. ` 

The client company collects the debts as Gerber's agent and merely passes on such payments to Gerbers. 
The debts are guaranteed by the client company whose credit standing is of more interest to Gerbers than 
that of the individual debtor. When payments are received by Gerbers which together amount to 85 per cent 
of the total scheduled face value of the debts, the transaction is liquidated and the remaining 15 per cent 
of the value of the debts is retained by the client company. 

A modified procedure can be established to deal with the finance of goods being processed to special require- 

ments from the time of the purchase of the raw material to the final invoice to the customer, In such a case an 
offer for sale of the finished product will be made to Gerbers by the client company, purchased by Gerbers at 
the agreed discount whereupon the client company is appointed Gerber's Undisclosed Agent to sell such goods 
on its behalf. The purchase price will be paid by Gerbers by progress payments, as required, for each operation 
culminating in the final invoice to the customer. 
. In another instance where a very large turnover of invoices is involved and in order to reduce the admini- 
strative work in factoring such a volume, a separate ‘Sales’ company (its name chosen by the client company), 
can be formed whose share capital is wholly owned by Gerbers and through which all sales would be conducted. 
The client company sells its goods to the. Sales Company at the agreed discount, the Sales Company then 
invoicing the individual customer. . 

Gerbers offer factoring facilities not only to manufacturers and suppliers of goods, but also to the incorporated 
company which carries out work or professional services such as design or architectural work. Exports can also 
be financed provided there is an E.C.G.D. Policy which can be assigned to Gerbers. 


Some Advantages of Factoring l 
The advantages of factoring are self evident, Often the client company finds it is cheaper to cancel its cash 
discount arrangements for payment in thirty days and factor the debts. The customer will then probably take 
up to sixty days to pay, but the factoring charge for that time would cost only 14 per cent (or less) against a 
cash discount which may exceed 24 per cent. Furthermore, advantage can also be taken of cash discounts 
offered by the client company's suppliers and prompt payment will establish a first class credit rating in the 
trade. Keener prices and quicker deliveries are other benefits to be derived from prompt payment. 

Accountants who consider that a client might be interested in Gerber's factoring service should contact the Gen- 
eral Manager of J. Gerber (Factors) Ltd who will be pleased to provide any further information that is required. 
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ine 
within a few minutes. In a couple of hours she was an expert at operating it. 


= Burroughs cut out a 
biscuit makers problem 


PARKINSON'S BISCUITS LTD The famous biscuit 
manufacturers with a nationwide distribution— 
and a nationwide headache (until they called on 
Burroughs). 


PROBLEM: Quite simply, how to provide an ex- 
panding business with an efficient and inexpen- 
sive system of sales accounting and credit 
control. How,in fact,to ensure that the accounts 
department runs smoothly when there are 500 
invoices to contend with each day. And when 
there are aS many as 11,000 active accounts to 
cope with. 

SOLVED: With one Burroughs 4000 Electronic 
Accounting Machine and Auto-Reader—and two 
F1000 Alpha-numeric accounting machines. 
METHOD: These Burroughs machines prepare In- 
voices, Ledgersand Statements. With theirspeed 
and operational simplicity they bring automa- 


- 


tion to the accounts department. Management 
is provided with detailed information while itis 





un 


still important and relevant. Trial balance iS ac- . 


complishedautomatically with the Auto-Reader. 


RESULT: Parkinson's now have accurate infor- 
mation upon which to base their system of, 


credit control, statements are sent out on time, 
and invoicing begins immediately orders are 
received. 


Business depends on 


urroughs 


from adding machines to computers 


Burroughs Machines Limited, 356-366 Oxford Street, London, W.1 
T'elephone: HYDe Park 9861 

Accounting Sales and Service facilities from 60 centres in 

Grect Britain and Eire. Manufacturing in Scotland 
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by A. R. ILERSIC, B.Com., M.Sc.(Econ.), F.I.S. 


ascertain (1) the extent to which it satisfies the 

prevailing economic and social needs of the 
community; and (ii) to consider the changes necessary 
to eliminate any defects and shortcomings. 

It is first necessary to define the type of economy 
within which the fiscal system is to operate. Taxes in 
a free enterprise economy play a different role from 
that required in a planned economy. For present 
purposes it must also be assumed that the State will 
continue to appropriate nearly one-third of the 
"national income to finance the services which it 
- believes the public wants or should have. It also 
seems realistic to assume that, even if there is a 
change of Government in the near future, the British 
economy will remain based primarily on a free 
enterprise system with the State seeking to co- 
ordinate the activities of the public and private sectors 
to achieve both full employment and continuous 
economic growth. The efficiency of the economy will 
— subject to the enforcement of legislation aimed at 
eliminating monopoly practices — therefore depend 
upon the existence of adequate financial incentives, 
on private savings and a free capital market. If these 
assumptions are accepted, it means that the tax 
system should not discourage individual effort, 
personal saving or private investment, and, where 
.. possible, it should provide stimuli to encourage such 
activities. 

Given that the tax structure meets these basic 
requirements, what other criteria must be met? 
Obviously, taxes should not be too complex in 
administration; nor should there be a proliferation 
of taxes, the yield from some of which is barely worth 
collecting. Above all the tax system as a whole must 
be equitable, ie. on balance taxes should fall most 
heavily upon that section of the community with the 
largest ability to pay. It should impose equal burdens 
upon those in similar financial circumstances and, as 
between those with similar needs but different 
incomes the progression of the tax rates should not 
appear unreasonable to those affected by it. 


Ts object of reviewing any tax system is to 


Direct or Indirect? . 


Since it is not practicable to raise the entire 
"requirements of the Exchequer from the income tax, 
which — at least in theory — e the nearest approxi- 
mation to a petfect tax, other taxes, which individually 
may be less equitable, must also be imposed. ‘Thus, 
when evaluating the degree of equity with which 
Governments tax their citizens, one must consider 
not so much the incidence of individual taxes, but the 
effects of the tax structure as a whole. 


To what extent can the present United Kingdom 
tax system be criticized in the light of the foregoing 
criteria? The current ratio of 54 : 46 between direct 
and indirect taxes seems to owe as much to 
Gladstone's dictum of the two equally attractive 
sisters as to fiscal theory. Ideally, one should raise 
as much revenue as possible from taxes upon income 
and capital, since these can be adjusted to the citizens' 
capacity to pay, leaving only the balance to be met 
from outlay taxes. These, in their turn, should be 
proportional rather than regressive and should, again 
in theory, fall upon non-essentials rather than the 
necessities of life. Unfortunately the yield of indi- 
vidual outlay taxes is directly correlated with the 
intensity and scale of consumer demand for the 
taxed products. Hence, any extension of the existing 


- range of British outlay taxes must necessitate bringing 


in to charge goods and services which form an 
essential part of the average household’s consumption 
expenditure. On the other hand, this may be prefer- 
able to raising direct taxes to levels which, apart 
from their disincentive effects, merely encourage 
extensive evasion and avoidance. 


Disincentive Effects 


Whether the current rates of income tax, surtax 
and profits tax are such as to deter initiative, weaken 
incentives and discourage private investment, uyon 
which factors the growth of the economy ultimately 
depends, is debatable. This particular discussion has 
been going on unremittingly since 1945 and it is 
ironical that the period of most rapid economic 
growth in the U.K. coincided with the years when 
personal taxation was at its highest. Likewise, the 
rate of industrial expansion was at its slowest after 
the surtax limit had been substantially increased. 
The only firm conclusion to be drawn from this 
particular coincidence of events is that national 


Mr A. R. llersic, who 
presented this paper at the 
National Taxation Con- 
ference at Eastbourne on 
October 26th, is Reader 
in Economic and Social 
Statistics in the University 
of London and author of 
The Taxation of Capital 
Gains, among other works. 
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economic growth is influenced by other factors as 
well as taxation. 

This does not mean that rates of taxes upon 
income and capital can never be so high that they 
retard the growth of both. One has only to recall the 
effects of roo per cent excess profits tax and the 
reactions of the public to the tax rates of the early 
post-war period. If, however, public, ie. Govern- 
ment, expenditure continues to rise and ultimately it 
outstrips the growth of the national product, then 
higher rates of tax will be needed. Defects in the tax 
system which are bearable at one level of rates, may 
become intolerable at a higher rate. With the prospect 
of rapidly rising expenditure on education, housing 
and old people's welfare, the likelihood that the 
expansion in public expenditure in the next decade 
may exceed the increase in the national income is by 
no means remote. It behoves us, therefore, to review 
the existing tax structure with the possibility of such 
changes in mind. | 
. Although income tax and more especially surtax 
reductions in recent years have mitigated the impact 
of taxation upon earners and savers, the'contrast 
between pre-war and post-war rates remains striking. 
So accustomed has the public become to almost 
one-third of the national income being paid to the 
State, that. it is largely unaware of what taxes were 
like in days gone by. Table I demonstrates the 
effectiveness of a combination of high taxes and 
gradual inflation in eliminating the really large 
incomes. Although the 1963-64 rates are below the 
immediate post-war levels, thanks to Mr Thorneycroft 
and more especially Mr Selwyn Lloyd, compared with 
1938-39 the highest income groups are still severely 
hit. In practice, however, avoidance tends to be the 
natural reaction of the wealthy and most of them 
practise it. Yet who can blame them? 


. Avoidance and Evasion 


Even with the lower paid members of the com- 
munity, the existing marginal rates of income tax 
are not conductive to honesty. Only last month 
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(The Accountant, October 12th) two luckless farmers 
were convicted of having for years paid their workers 
their overtime pay gross. While one can hardly 


condone the practice of these farmers over many 4 


years, the fact remains that this type of case is 
thoroughly unsatisfactory. It is the same as fining 
motorists for speeding in built-up areas. For every 
one driver caught, ninety-nine get away with it 
because it is impossible effectively to enforce com- 
pliance with the law. Hence the law is brought into 
contempt. 

There is a great deal of criticism, not least in some 
Parliamentary circles, of tax avoidance. But how many 
more people in the community than the handful of 
rich people practising avoidance, earn money for 
outside jobs which never reaches the Revenue's ken. 
How many others in a position to do so ‘milk’ the 
till before recording the takings? Just how naive 
and innocent must one be to accept as true the 
figures of Schedule D incomes published in the 
latest Commissioners' annual report? Of the 1960-61 
assessments on individuals 87 per cent thereof were 
for less than £1,000. And these people actually enjoy 
the benefits of the Schedule D expenses rule, while 
the salaried professional man gets Rule 7 quoted at 
him. A perfect example of modern fiscal equity! 


As the two expenses rules stand today, Rule 7 1s 
cast in such positive terms and, let it be added, 
interpreted by the Revenue so strictly that the 
archangel Gabriel himself could hardly justify relief 
for a night porter at the gates of heaven. In contrast, 
the Schedule D rule is merely a series of requirements 
with effective loopholes (e.g. business practice) which 
are blatantly exploited. While there is a good deal of 
uninformed and prejudiced criticism of the business 


community in this respect, its scale was still sufficient ~ 


to provoke an admonishment of the City by a recent 
Lord Mayor of London. The Royal Commission 
recommended that the Revenue should construe 
Rule 7 more generously; nothing has been done about 
this except some virtually negligible concessions 
costing all of £750,000 in the 1958 Budget. If, as 


TABLE I 


Tax liabilities for selected incomes in selected years 1913 to 1936 showing purchasing power of incomes after tax. 
Married man, all income earned, no dependants). 










At 1938-39 






















At 1913-14 At 1944-45 At 1954-55 At 1963-64 
rates rates rates rates rates 
Gross Net Net Equivalent Net Equivalent Net Equivalent Net Equivalent 
Earned income income at [914 income at 1914 income at 1914 income at 1914 
Income | aftertax | after tax prices | after tax prices | after tax prices after tax prices 
£ £ £ £ | £ £ 
1,000 962 548 822 216 867 173 
2,000 1,925 1,608 1,031 1,472 387 1,566 313 
5,000 4,708 3,446 2,209 2,612 686 3,619 724 . 
[0,000 9,242 5,888 3,775 3,687 1,968 5,999 1,200 
20,000 18,408 9,976 6,395 4,412 1,159 7,891 1,578 . 
50,000 45,908 20,45] 13,110 5,912 1,553 11,266 . 2,253 
100,000 91,742. 36,076 23,126 2,209 16,891 3,378 
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TABLE Il 
, Taxes (actual and percentage) on selected incomes 1946-1963 adjusted for changes in purchasing power of money 


















Single 300 (42) E 
500 n 24 
1,000 318 32 
1,500 521) 34 
Married 





(no dependants) 300 [7) 6 
500 90) 18 

1,000 K 29 

1,500 500 33 


the Revenue would doubtless ergue, any concessions 
would be exploited, then surely the answer is not to 
“persist with the present inequitable situation, but to 
| make ‘expenses’ less attractive by reducing the 
marginal rates of tax. 


Personal Allowances 


In the last Budget Mr Maudling raised the personal 
allowances, and it was certainly high time for such a 
change. Even now the 1963-64 personal allowances 
are, zn real terms, barely equivalent to the 1946-47 
allowances. If one takes the 1938-39 personal allow- 
ances for comparison, then the 1963-64 allowances 
are worth — again in real terms — only two-thirds for 
the single man, and for the married man just over 
half of the pre-war figure, i.e. {98 as against £180. 
This erosion of the personal allowance is a continua- 
tion of a trend evident since the end of the First 
World War. Admittedly, as the Royal Commission 
pointed out, there is no fixed or standard allowance, 
What the taxpayer so often fails to realize is just how 
much the allowance has been whittled down! In the 
case of the child allowance the 1963-64. allowance of 
£115 is, in terms of 1938-39 purchasing power, equal 
to only £46, as against the allowance of £60 before the 
‘Second World War. In terms of 1946-47 purchasing 
power, the 1963-64 child allowance is just {10 more 
than the family man got in that heavily taxed im- 
mediate post-war period. 
As compensation we now have allowances for the 
National Insurance contribution, and earned income 
relief one-forty-fifth greater than in 1951-52, when 
‘it was restored to the pre-war figure. Also, there is a 
very modest sliding-scale relief for dependent relatives 
(which, incidentally, has been quite well exploited by 
taxpayers in the middle income range) and two bands 
of reduced rate reliefs instead of one. The only reason 
hat these nominal concessions were wrung out of 
the Treasury is the need to moderate, however 
slightly, the weight of direct taxation. Table II serves 
as a reminder, if nothing else, of the diminishing 
financial benefit accruing from marriage as one moves 
up the income scale. It also drives home the remark- 
ably high proportion of personal income taken in 
income tax alone, even at the lowest earnings figure 


2,000 


1951-52 










per cent per cent 


800 (119 15 
1,500 (330 22 
2,500 631 25 
4,000 (1,083 27 

800 (74) 9 


1,500 = 18 
2,500 23 
4,000 (1,037) 26 






shown. The changes in incomes over the intervals of 
time reflect the change in the purchasing power of the 
£. Thus, in 1963-64 or nearly two decades after the. 
Second World War, many taxpayers are paying 
proportionately little less tax then they paid out of the 
same real income only two years after the.war had 
ended. 


Tax and Marriage 


For a country which managed to work itself up 
into such a passion over the recent affront to its public 
sense of morality, the U.K. tax system hardly en- 
courages the marital state. For couples below the 
surtax limit, husbands are encouraged to send their 
wives out to work since they then get an additional 
personal allowance as well as further reduced rate 
reliefs. Even the Royal Commission, conscious as it 
was of the dangers of changing our tax system, did 
not consider this practice was particularly equitable 
(paragraph 162, Second Report). The only reason for 
continuing to tax the gainfully occupied wife's 
earnings so generously is that, if those earnings were 
taxed in accordance with the basic principle of aggre- 
gation, the effective rate of tax on the wife's income 
would send her back full time to the kitchen sink, 
with devastating consequences for the national 
economy. 1f, on the other hand, you are a substantial 
surtax payer (or you have a wife in that position) then 
you certainly don't let her go to work if financial gain 
is the object. Better still, do not marry her! This 


presumably is not what is meant when people refer 


to one law for the rich and one for the poor! 

The time has surely come for a re-casting of our 
income tax system as far as it affects marriage. As it 
now stands one is driven to the conclusion either that 
the Inland Revenue actually believe that two people 
can live almost as cheaply as one, or that news of the 
Married Women’s Property Act has not yet reached 
all the departments in Somerset House. A better 
system would be the ‘income-splitting’ method 
adopted in Western Germany and the U.S.A. It 
would reduce the effects of the present marginal rates 
of surtax, eliminate the need for the preferential 
treatment of the non-surtax payer’s working wife and 
at the same time give some tangible recognition of 
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the social value of the wife who stays at home to look 


after her children, instead of leaving them to find : 


their own way to the juvenile Courts. 

The same scheme would remove still more house- 
holders from the Inland Revenue's purview and 
enable that body to concentrate on enforcing the law 
against the evader, just as it would justify the elimina- 
tion of some of the openings for avoidance. It would 
also reduce the incentive to evade and avoid tax, 
since both the effective and marginal rates of tax 
would be reduced. To argue as did the Royal Com- 
mission (Second Report) that such changes cannot be 
justified either on grounds of fiscal principle or on 
revenue considerations is to run away from the 
problem. After all, the Commission admitted there 
were no principles underlying either the present or 
any other structure of allowances. As for the revenue 
forgone (between {200 to {250 million), the tax- 
payer might prefer to meet the loss by a different tax; 
if, of course, he knew the facts. What, however, is the 
more desirable situation? À tax system of penal rates 
with enough loopholes for the astute to minimize the 
worst impact; or a system with more modest rates 
but a reasonable certainty that most people will 
actually pay their due. Since we cannot hope ever to 
get a combination of penal tax rates and universal 
taxpayer honesty, surely the second alternative 1s 
preferable. 


Case VII and Estate Duty 


Of the other direct taxes, two in particular need to 
be changed, ie. the estate duty and the current 
Case VII. Both taxes are thoroughly inefficient and 
thus inequitable. Estate duty is a bad tax since its 
impact is quite arbitrary, as the graduated relief for 
gifts inter vivos introduced in the Finance Act, 1960, 
recognizes. Its progressive scale of duty is ridiculous 
in a society dependent upon private capital accumu- 
lation, as the concessional rates for agricultural land 
and industrial plant affirm. That it remains one of the 
easiest of taxes to avoid, provided action is taken in 
time, cannot be regarded as an argument for its 
retention in the present form. 

The introduction of Case VII can at best be 
described as a political sop which fooled no one. 
Worse still, from the purely fiscal (as well as the 
political) point of view, it is devoid of principle. If 
this tax were intended to fit logically into the frame- 
work of the U.K. income tax, ie. a charge on a 
particular type of income, then it should have been a 
tax on annual income. If it is intended to be a tax on 
‘speculation’, then there is no moral or logical 
justification for treating a speculative gain taken 
within six months as taxable, and another taken 
within a period one day longer, as exempt. All the 
more so when for real property the time limit is three 
years. Since the tax is — due to its serious adminis- 
trative problems - likely to be even less enforceable 
with complete equity than most taxes, it would have 
been more logical if Mr Selwyn Lloyd had insisted 
on the Inland Revenue applying the ‘trading’ concept 
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to such gains. This would have been just as arbitrary 
in operation, but at least he could have made out an 

intellectual case for a limited tax. The only result of 
Case VII is that the Labour Party has only to extend 
the holding period to one year to reproduce a worse 

form of the American experience with their capital 

gains tax. From the point of view of fiscal equity, it 

might be better if a Labour Government abandoned 

the existing estate duty as well as Case VII and, 

follewing the National Economic Development 

Council proposal, introduced a net wealth tax. 

Administratively this, too, has complications, even 

greater than those of the present Case VII. But it 
would be based on sound fiscal principles of which 

Case VII has virtually none. 


Wealth Tax 


The case for an annual tax on wealth is quite 
simple. First, in so far as a tax system ignores capital, ` 
it applies the criterion of ability to pay when measured 
solely by reference to income to a limited extent only. 
Secondly, an annual tax on capital is likely to have a 
lower disincentive effect than the present top rates 
of income tax and surtax. Thirdly, since it has proved 
impossible in the U.S.A. to operate a capital gains tax 
both equitably and efficiently, unrealized capital 
appreciation accrued over long holding periods 
remains virtually free from tax. The United States 
gift tax does not fully meet this situation; nor does 
our present estate duty when it is avoided. An annual 
wealth tax would remedy this deficiency. Fourthly, ` 
the estate duty, when it does operate, may in the case 
of a large estate impose a substantial drain on the 
liquid resources. 

Large-scale liquidation necessitated by revenue 
requirements may affect the market adversely, hence 
some means of spreading the collection of large | 
amounts of revenue from individual taxpayers over ` 
the longer term is desirable. By charging the taxpayer | 
annually on his appreciated assets, an annual wealth ' 
tax meets the problem of long-term gains. It does not 
tax the short-term gains which are quite likely to have 
been spent if such a tax operates. Rather than retain 
Case VII in its present form for the sake of giving an 
appearance of equity, it would be preferable to 
charge such gains as the ‘profits’ of an adventure in 
trade, relying on the existing but rather limited powers 
of enforcement applicable to Case VII. 

The net wealth tax has, however, significant defects. 
First, there is the major problem of asset valuation. In 
practice overseas, this is met either by arbitrary 
exclusions, e.g. personal assets such as jewellery, or 
by equally arbitrary methods of valuation, e.g. of 
real estate and shares in private companies. d 
annual rate imposed in countries using this tax is 
itself eloquent testimony to the valuation difficulty. - 
Any rate much above 1 per cent would evoke con- 
siderable protest and even more evasion. This means 
that an effective progressive scale of duty is excluded, 
although in fiscal theory it is fully justified. For 
obvious administrative and less publicized political 
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reasons it is customary also to impose a lower limit 
to the size of the estate to which the tax would apply, 
e.g. say, £25,000 in the United Kingdom. This lower 
limit could give rise to dissension and hardship in 
marginal cases. There is also the probability that 
the introduction of such a tax would encourage older 
persons in the community, among whom the bulk of 
the national capital in private lands is concentrated, 
to make gifts to relatives whose individual aggregate 
wealth would still come below the exemption limit. 
It might then be necessary to introduce a supple- 
mentary gift tax with its attendant problems of 
administration. 

Estimates of the yield from a wealth tax are, to 
put it mildly, little better than guess-work. 'l'otal 
personal wealth in the United Kingdom exclusive of 
non-chargeable assets is estimated at about £40,000 
million. If, as the estate duty data suggest, one-half 
of these assets are held by owners of estates above 
the proposed exemption limit of £25,000, then a 
I per cent tax would yield about £200 million 
annually. Compared with the administrative difficul- 
ties and inevitable inequities of the tax, this is hardly 
a handsome return. On the other hand, as a means 
of reducing the rate of private capital accumulation 
and at the same time of redistributing personal 
wealth between different income groups, a Socialist 
Government might find the net wealth tax especially 
well suited to its needs. On the other hand, a net 
wealth tax would prove to be inconsistent with a free 
international capital market in London or with the 
requirements of a free enterprise economy. It is such 
considerations as these rather than revenue alone, 
which must determine the policy regarding this tax. 


Indirect Taxes 


As with high direct taxation, so Britain has learned 
to live with extremely high rates of selective indirect 
taxes. The alcohol, hydrocarbon, and tobacco duties, 
and purchase tax together yield over £2,500 million 
or 87 per cent of the revenue from all indirect taxes. 
As far as the taxpayer is concerned such taxes are 
optional. In theory he need neither drink nor smoke, 
drive a car nor acquire consumer durables such as 
refrigerators or washing machines. Fortunately for 
the Exchequer most citizens find the above-mentioned 
vices rather cheaper and probably less troublesome 
than some others which remain as yet untaxed. The 
main defect of these outlay taxes is that they dis- 
criminate against consumers of particular goods. In 
particular, the purchase tax discriminates with 
especial severity against certain types of consumer 
durable goods and in such cases there is no social 
justification for such marked discrimination as there 
is with tobacco and alcohol, 

Since the output of consumer durables benefits 
most from modern capital intensive methods, the 
effect of reducing consumer demand for them is to 
raise unit production costs. The consumer may thus 
lose both ways; he pays more than he need to the 
manufacturer who is producing below his optimum 
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output and then the Government taxes him for being 
willing to pay the higher cost. The hydrocarbon duties 
constitute a tax on the costs of both production and 
distribution. In view of the pyramiding effect to 
which such taxes give rise, they are highly undesirable 
from the economic point of view. Some alternative 
form of taxing the private motorist must be found to 
exploit the revenue potential of the new status symbol, 
although by now the political forces aligned against 
such a proposal are becoming very powerful. Almost 
certainly the answer here lies in the field of heavier 
parking fees to discourage urban congestion and toll 
roads to justify the capital expenditure which could 
otherwise be diverted to more socially desirable 
capital projects, 

The revenue importance of the {900 million of 
tobacco duty in the present tax structure is such that 
the Chancellor must surely worry about forthcoming 
reports on lung cancer almost as much as the tobacco 
manufacturers. Nor can the alcohol duties be relied 
upon indefinitely for, as living standards rise so the 
community may tend to allocate less of its disposable 
income to drink and more to other goods and services, 
e.g. foreign travel. It is not without significance that 
the beer duty had to be reduced in 1959 to maintain 
the yield, while the relative growth 1n the alcohol 
duties since 1945-46 is the smallest of any major 
indirect tax. Thus, between 1945-46 and 1962-63 it 
rose by only 23 per cent, compared with 7o per cent 
for purchase tax and 170 per cent for the hydrocarbon 
duties. Furthermore, as long as this ridiculous dis- 
parity between British and continental tobacco and 
alcohol duties persists, so it is necessary to take 
wasteful and irritating measures to counter potential 
evasion. 


More Outlay Taxes 


From the economic point of view there is, at the 
present time, a strong case for shifting the main 
weight of current taxation from income on to spend- 
ing. In an era dominated by inflation, it has always 
seemed irrational to reduce the financial incentives 
to produce, instead of discouraging excessive money 
claims on the economy’s resources by taxing expen- 
diture. À reduction in the marginal rates of income 
taxation would stimulate personal saving and the 
supply of industrial capital. By increasing the net 
return on investment, such tax reductions would, 
when coupled with generous capital allowances, 
encourage industry to undertake investment projects 
which at present are marginally unattractive. Experi- 
ence with the ro per cent surcharge on customs and 
excise duties introduced by Mr Selwyn Lloyd has 
shown that such duties are more flexible and res- 
ponsive to changes in the economic situation than are 
taxes upon income and capital. 

The appointment of the Richardson Committee to 
consider the effects of introducing a form of turnover 
tax offers a major opportunity for a reconsideration 
of the entire U.K. tax structure. Initia] support for a 
turnover tax of the added value type as a substitüte 
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for the. purchase tax came on the grounds that it 
would serve as an export incentive. Judging by such 
comments and written evidence that have appeared to 
date, most business organizations are rightly sceptical 
of the value of such a tax as an export incentive. ‘They 
are, however, almost unanimous that the burden of 
indirect taxes should be more widely diffused over the 
range of consumer expenditure and that, at the same 
time, the relationship between direct and ‘indirect 
taxation should approximate more closely to the 
pattern in Western Europe, especially in France, 
Germany and Italy which rely heavily upon turnover 
taxes rather than taxes on income. Whether it can 
be demonstrated that this fact alone is -directly 
responsible for the rapid rate of economic growth 
in those countries is, of course, another matter. 
Certainly taxation is not the only factor, even if 
actual rates paid are rather lower.than those required 
by the terms of the taxing statute, but who can demon- 
strate that it has not made some contribution? The 
Swedes, who raise a higher proportion of tax revenues 
than any other country from direct taxes on income 
and capital, are watching fiscal developments in the 
European Economic Community and elsewhere in 
Europe. It is generally recognized that a switch to a 
form of added value tax may be.needed if Swedish 
exporters are not to be handicapped SE with 
their competion 

pum Profits Tax Out? 

Such a redistribution of tax revenues in the U.K. 
could most easily be achieved by replacing the profits 
tax and the present purchase tax by a turnover tax 
of the added value type or a retail sales tax which 
would apply to both goods and services. The sub- 
stitution is quite practicable in terms of revenue, The 
profits tax is expected to yield in 1963-64 some 
£400 million and the purchase tax £545 million. In 
1962, according to the National Income and Expen- 
diture Blue Book, consumer expenditure at current 
market prices totalled £18,452, and the total might 
be ro per cent higher in 1964. If expenditure on 


alcohol and tobacco is excluded, then the net total is ` 


£16,087 million and if, in addition, it is decided to 
leave food untaxed, although there are good grounds 
for taxing certain classes of food, e.g. processed 
foodstuffs, high quality preserves, just as sweets and 
biscuits are already taxed, then total consumer 
expenditure is just under £11,000 million, A flat 
rate of ro per cent tax on this outlay alone would 
yield about £1,100 million, a sum which exceeds the 
combined yield of purchase tax and profits tax by 
£150 million. The current yield of purchase tax is 
equivalent to a rate of 16% per cent on the present 
limited range of taxed goods. 

The obvious objection to such a proposal arises 
from the switch from taxing corporate profits to the 
taxation of consumer outlays effected by the removal 
of the profits tax. Two points need to be made in 
answer to, that objection. The first. is- that it cannot 


be:assumed that the profits tax falls wholly upon the: 
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shareholders of the company. The conclusion of the 
1926 Colwyn Committee that taxes on income could 
not be shifted, but their incidence was upon the 
recipient of the income, is nowadays rejected by 
professional economists. Modern economic opinion 
tends to the view that through the business com- 
munity's practice of seeking a given net return on its 
activities and investment, allowance. is made for 
taxation of profits in fixing the sale price of a product 
in the same way as any other cost of production. 

Secondly, it can be argued, that because such taxes 
retard the current rate of investment, in the long run 
a large part of the taxes on profits are ‘borne indirectly 
by the consumer in higher production costs, Their 
removal would, or so it can be argued, encourage 
firms to increase their rate of investment, and thereby 
reduce production costs. — . 

‘In brief, the replacement of the profits tax by an 
added value tax does not in the long run mean that: 
prices to the consumer will rise significantly if it 
enables industry to increase its rate of investment. 


Larger Profit Distributions 


It can also be argued that the imposition of the 
profits tax runs counter to the principle that no 
income should be taxed twice. The corporate body 
already pays for its existence in stamp duties and 
registration costs; the, profits are the- income of the 
shareholders whatever the boards of many companies 
may appear to believe. By charging such profits to 
standard rate, the effect is achieved of taxing each 
shareholder upon his share therein. As long as profits 
are retained and not distributed then, since share 
ownership and income are closely correlated, some 
inequity arises from the avoidance of surtax. Thus; 
by converting retained profits into long-term capital 
gain upon the transfer of appreciated shares, the 
surtax-paying shareholder can and does avoid some 
of his fiscal obligations. In the case of private com- 
panies this problem is partially met by the SE of 
section 245, Income Tax Act, 1952. 

Quite apart from the fiscal case for requiring public 
companies to distribute a larger proportion of their net 
profits to their shareholders, consideration of the 
inefficient use to which retained profits are sometimes 
put by companies reinforces the former argument. 
Since we live in a free economy with a highly 
developed capital market it is quite simple to channel 
profits into new investment through the-medium of 
shareholders' savings. It is arguable that these profits 
could be invested more efficiently than is often the 
case under the present régime, whereby companies 
retain as much as half or more of the net profits after 
tax. It would be better if market. forces were allowed 
to decide whether or not particular plans. for new 
investment were worth implementing. If the project 
stands the test of the market place, then the capital 
will be forthcoming. Such ideas are by no means new. 
Both in Western Germany and in South Africa there 
is fiscal discrimination against retained profits to 
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Now, through the Save and Prosper Children’s. 
Gift Plan you can invest for the benefit of a 
child in any of the nine unit trusts in the Save 
. and Prosper Group. There are both income 
tax advantages to the child and income tax and 
estate duty advantages to you. 

Your gift (minimum £100) is invested for 
the child in units of whichever trust you 
choose. As the child grows the value of your 
gift should also grow (although naturally there 
can be no guarantee as to the ultimate value 
of the units). When he reaches 21 (or 22, 23, 24, 
or 25, as you wish) the child receives the full 
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value of the gift and may be able to reclaim tax . 
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How you can give children their 
own Investment in a unit trust 


up to the net U.K. rate on the income earned 
by the units during his minority. 

The Plan is particularly suitable for parents, 
other relatives, or Godparents wishing to mark 
a birth, christening, birthday or other special 
occasion. Why don't you find out how to give 


a child a gift for the future —now? - 


THE SAVE AND — 
CHILDREN'S 
GIFT PLAN 


2 
| 
Tho Save and Prosper 


Children’s Gift Plan 





a ~ To: Save and Prosper Group Ltd, 30 Cornhill, London, E.C.3. Tel: MANsion House 5467 | 
ii T PLEASE SEND ME THE CHILDREN'S GIFT PLAN BOOKLET. 
| Iam interested in gifts for. - children (please insert number) | 
NAME een ee sade t À— Á—— M—— — BLOCK CAPITALS PLEASE 


ADDRESS: 
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Your children are growing up in the: 
space age— a time of intense competi- 
tion. À good education remains a price- 
less asset upon which to build a success- 
ful career, yet during the past ten years 
public school fees have more than 
doubled. What can the parent, who is | 
unable to call on capital, do about it? 
The Bowmaker Educational plan is 
designed to meet precisely this situation. 
By spreading payments over double the 
period a child is at school, the annual 
outlay is virtually halved. Interest on 
monthly payments 1s eligible for income 
tax relief and the plan has the tremen- 
dous advantage of providing life assur- 
ance cover on the father. 

A free explanatory booklet *Bowmaker 
Educational Plan" will be sent immedi- 
ately on request. Why not write today, 
to The Bowmaker Group, Bowmaker 
House, Lansdowne, Bournemouth. 





THE BOWMAKER GROUP - OVER 100 OFFICES THROUGHOUT THE ERITISH ISLES (gj Members of the Finance Houses Association 


|BOWMAKER GIVE YOU CREDIT FOR PROGRESS | 
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increase the supply of free capital.: Furthermore, 

| if this policy were adopted in the U.K., surtax yields 

oe rise and the problem of untaxed capital 

~~appreciation in personal shareholdings would be 
substantially reduced. It is unfortunate that political 
considerations may compel a Labour Government to 
do the reverse, ie. tax distributed profits at dis- 
criminatory rates, thereby encouraging uneconomic 
ploughing-back of net profits. 


Need for More Investment 


The present state of the U.K. economy underlines 
the need for much more investment and capital 
intensive ‘production methods. This is the only 


practicable means of overcoming the adverse con-. 


sequences of the current shortage of labour which has 


probably been the strongest single factor in restraining - 


7 the pace of U.K. post-war economic growth. For this 
d reason the principle underlying Mr Selwyn Lloyd's 
_ abortive payroll tax was quite sound. Higher, and 
| possibly discriminatory rates between industries, 


would have been needed if it was to have been fully | 
effective. The purpose of such a tax is to force 


employers to economize in their use of labour. 
Such a practice is alien to British industry because, 


ever since the industrial revolution, ample supplies ` 


of cheap labour have been available. In such con- 

ditions, the trades unions have not been inclined to 

co-operate in the introduction of labour-saving 
r equipment. 

One further change in the fiscal system which 
would help in this respect would be to re-distribute 
the cost of the National Insurance scheme between 

| employers, employees and the State. The present 
Virtually flat-rate employee contribution has long 
been a most regressive form of tax and equity alone 
requires a change. Such a shifting of the main charge 
for social insurance on to employers is also justified 
by current E.E.C. practice. If Britain is ultimately to 
form part of a European community, and in time she 
must, then there is a case here for raising the share of 





of the charge would ultimately be shifted by industry 
on to the consumer, but the remission of part of the 
lower-paid worker's.contribution in particular would 
make him more ready to accept the modest increase 
in the price level that would follow a partial shift in 
the distribution of direct taxation to indirect. If 
employers' labour costs are to be raised in this way 
then the Government would have to facilitate the 
mobility of labour, both by re-training schemes and 
) severance pay. Industry can hardly be expected 
o bear the main cost of the National Insurance 
scheme in addition to trade union restrictive practices 
aimed at limiting redundancy or, in times of full 
employment, maximizing earnings. 

In conclusion, let me summarize briefly the thesis 
I have tried to expound. First, I believe that direct 
taxation is still too high for an economy which depends 
substantially upon individual effort and the incentive 
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of personal financial reward. Evidence for this 


, contention is provided by the widespread avoidance 


practised by surtax payers and those with assets 
likely to attract the higher rates of estate duty. In 
addition, these penal rates make 'perks' and 'benefits' 
such as company cars, entertainment expenses, 
especially attractive even to the middle income group. 
They also exacerbate the, unreasonable disparity 
between taxpayers charged under Schedules D and E 
respectively. Among all income groups and par- 
ticularly the independent worker, evasion is exten- 
sively practised. 


Smoother Progression Needed 


‘Substantial relief could be given by adopting the 


American or West German technique of income 
splitting. Since the average age at marriage is falling 
and over 9o per cent of the population is married at 
some time in its life, that benefit would be well 
spread. A smoother progression in the income tax 
and surtax rates, again on the American pattern, in 
place of our irregular ‘steps’ which exaggerate the 
impact of the present marginal rates, is needed. 


"There should be, at the same time as the top surtax 


and estate duty rates are cut, a tightening up of the 
more favoured avoidance loopholes, e.g. covenants 
and settlements. While the cost of such widespread 
relief would be substantial, most taxpayers would 


probably prefer to pay the equivalent taxes when they 


spend their income. 

The most important change in that direction would 
be the adoption of a broadly based turnover or added 
value tax, the revenue from which could exceed the 
combined yield of the present profits tax and purchase 
tax. Since these latter taxes are already borne by the 
consumer either directly or indirectly, a switch to a 
flat-rate tax over the entire range of consumer 
expenditure need not greatly increase the cost of 
living. For example, for all the criticism of the 
purchase tax on the score of its impact upon the 
wage-earner, its elimination would bring down the 
cost-of-living index by no more than a couple of 
points. 

By reducing at the same time the weight of direct 
taxation on persons, shifting the main burden of 
the National Insurance scheme on to industry, and 
increasing. the basic welfare benefits for those 
genuinely in need, such a conversion of our fiscal 
system from direct to indirect taxation need not cause 
a revolution. Such changes could produce a tax 
system better suited than the present one to the 
affluent mass production economy of the second half 
of the twentieth century. What is certain is that this 
will not be achieved by further periodic tinkering with 
the relics of Victorian fiscal principles. If the new 
Case VIII as a replacement for Schedule A is a 
foretaste of the simplification of the U.K. system as 
understood by the present powers-that-be, soon 
there will be no one who can understand our taxing 
statutes] 
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Weekly Notes 


THE QUEEN'S SPEECH 


"HE closing months of this Parliament have for 

some time promised to be controversial. They 
are also going to be busy. 'The Queen's Speech on 
Tuesday committed the Government to twenty-four 
specific Bills and there are other legislative matters 
' contemplated. 

Two reports are expected this week after this issue 
goes to press about regional development ~ one on 
-Scotland and the other on the north-east coast. These 
are likely to form the central theme of this session's 
home policy. Other proposed measures concern 
industrial training and transport. 

On housing, the Government proposes to set up a 
housing corporation.to encourage through housing 
Societies the building of homes for rent at.cost and 
co-ownership. Stronger powers for local authorities 
to prevent exploitation of tenants is also promised. 
Following the final report of the Royal Commission 
` on the police there will be legislation to define the 
powers and duties of police authorities and the Home 
Office. 

Other Bills will be on legal aid, Scottish law reform, 
Scottish amenities, port development, shipbuilding 
credit, reserves for the Armed Forces and horticulture. 
~ It is an impressive list and could also be a pre- 
scription for political and legislative indigestion. 


PUBLIC INVESTMENT 
ds public investment outlays in the current 
financial year amount to £2,335 million, or 
£200 million more than the estimate. Compared with 
the preceding year, 1962-63, public investment has 
risen this year by 20 per cent. It is hardly to be 
wondered at that Mr Maudling felt constrained to 
draw attention to the fact that if such a rate of expan- 
sion in the public sector is maintained as private 
investment responds to the new economic revival, it 
would result only in overstrain, delay and rapidly 
rising prices’. The latest estimates covering 1964-65 
given in a new White Paper, Public Investment in 
Great Britain, October 1963 (Cmnd. 2177), indicate 
that the financial year 1964-65 will see public 
investment at a new peak of £2,505 million. 
Reviewing the trend over the past decade, the 
White Paper reveals that total outlay on capital 
projects has risen from {£1,270 to £2,505 million. 
In real terms this expansion represents an increase 
in investment in the nationalized industries of some 
75 per cent, and about 55 per cent for public service 
investment. In: real terms the increased outlays over 
the past three years alone represent a rise of 35 per 
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cent. The main recipient of these funds has been the 

electricity industry, which absorbs over one-half of 

the capital outlays of the nationalized industries. : 

In the public service sector, housing will take some 

£398 million next year, and roads a further £186 
ion. 

The significance of the current level of public 
expenditure, both on revenue and capital account, in | 
stabilizing the economy cannot be overestimated. At 
present over 45 per cent of the total national product 
is absorbed into the public sector. The proportion 
has been rising steadily in the last six years and the 
time is approaching when a review of the relative 
roles of the private and public sectors is urgently 
needed. Certainly, the Government should consider 
whether a more purposive and selective allocation of a 
smaller volume of public investment should not be | 
attempted. 


P ud 
at ad 


THE INSTITUTE AND RECEIPTS 


"HE report of the November meeting of the | 
Council of The Institute of Chartered Account- | 
ants in England and Wales, published on other pages, 
contains some observations about the law relating 
to the stamping of receipts. It says that, following the 
Cheques Act, 1957, the widespread practice of 


‘dispensing with receipts has given rise to an impres- 


sion that receipts themselves may be given unstamped. 
The omission of formal acknowledgements has 
brought about considerable savings in labour and 
materials. Since enforcement of the receipt duty 
would be difficult and costly, the Council recommends 
its abolition, coupled with the retention of the right 
of a debtor to a written acknowledgement as.. 
statutory right. At the moment it is much easier fora 
payer to report the recipient for not issuing a stamped 
recept, than to bring proceedings against him for one. 


COURSES FOR ARTICLED CLERKS 


HE experimental study courses being organized 

by certain district societies, mentioned in the 
report of the November meeting of the Council .of 
The Institute of Chartered Accountants in England 
and Wales elsewhere in this issue, need two things to 
make them successful. One of these is the plentiful 
supply of high quality teachers and the other is a good 
measure of enthusiasm and support from principals 
and articled clerks. 

It is fitting that, in the initial stages, these courses 
should be concentrated on instruction for newcomers 
to the profession. A good beginning is essential for 
career in accountancy and any scheme calculated to | 
give insight into what the Council calls the scope 
and purpose of professional work thoroughly 
deserves to prosper. Too often the tasks allotted to a 
frst-year clerk are of necessity dull. A glimpse of what ` 
lies beyond, if attractively presented, should do much 
to mitigáte early tedium‘ and to sustain interest. 
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LONDON CHARTERED ACCOUNTANTS?’ 
- LUNCH 





| T finances of British Railways are showing 
l encouraging improvement, said Mr Philip Shirley, 
a member of the Railways Board, in a luncheon 
address to the London and District Society of 
Chartered Accountants last Tuesday. 
. Outlining some of the accounting problems with 
which they had to contend, Mr Shirley said it was not 
generally realized that the pattern of the railways in 
Britain was established before the industrial revolu- 
tion. And the accounting system which was probably 
quite adequate for those early days was, until 
recently, sixty years behind the times. Much had 
been done, however, in the last two years to put 


railway accounting on a modern footing and to. 


inculcate a greater spirit of cost consciousness into 
railway personnel at all levels of management — and 
even down to the footplate. . 

` The chairman of the Society, Mr N. Cassleton 
Elliott, M.A., F.C.A., welcomed the President of the 
Institute, Mr R. P. Winter, C.B.E, M.C., T.D., D.L., 
F.C.A., and Sir Harold Howitt, G.B.E., D.S.0., M.C., 
F.C.A., to the luncheon. He also reminded members 
of the residential course on marketing to be held 
at Eastbourne next Thursday, Friday and Saturday, 
for which there were still a few places left. It was 
desirable to have a full complement at the course 
and he hoped that even at this.late stage any 
interested members would get in touch with the 
Secretary. 


MORE SCHOOL BUILDING 


OME indication of the growing impact of public 
investment on the country's resources comes 
from the announcement that primary and secondary 
school building projects amounting to {60 million 
have been authorized for the two years 1965-66 and 
1966-67. The Minister of Education said on Monday 
that this sum would be divided equally between the 
two years. This is an increase of about one-third over 
the current level of school building. | 

In the year 1965-66, £24 million will be allocated 
to building programmes and actual starts for further 
education colleges. The Minister said that if the 
expenditure so far authorized on the universities was 
taken into account, the figures announced this week 
would mean a doubling of expenditure on educational 
building from about Zoo million in 1959-60 to 
£180 million in 1965-66. 

The local authorities are also being encouraged to 
‘submit plans for 1967-68. This should mean that the 
economies of large-scale ordering can be secured to 
give the most economical type of school building in 
this programme. If such organizations as the Con- 
sortium of Local Authorities Special Programme 
(CLASP) are to get the full benefits from designs of 
standard components and bulk ordering they clearly 
need to be able to plan several years ahead. This 
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emphasis on forward planning could well be encour- 
aged in other fields of investment where higher 
productivity in the building industry can be secured, 
among other things, by good forward planning and 
bulk ordering of supplies. 


CONFUSION IN TRADING STAMPS 


HE situation in the trading stamps war becomes 
. increasingly confused. Two weeks ago Fine Fare, 
a subsidiary of Associated British Foods Ltd, decided 
to introduce trading stamps. Last week Unigate Ltd, 
one of the largest dairy groups in the country, 
announced that it would ban £300,000 worth of 
A.B.F. products from its stores as part of a buying 
boycott. At the moment it is not clear what action 
A.B.F. may take in this matter. On the one hand a 
group like A.B.F. may be able to draw more people 
into its supermarkets with stamps, but if faced with a 
ban it may lose retail outlets for its other products 
and there are plenty of other suppliers willing to fill 
the gap. The anti-stamp trading group, among which 
Unigate and Sainsburys are outstanding members, 
were reinforced at the beginning of this week by the 
William Low chain of shops in Scotland and another 
Scottish group, Melias, has become a new recruit 
against the stamp traders. The executive of the 
National Union of Shopkeepers has appealed to the 
Leader of the Opposition in the House of Commons 
to bring pressure to bear on the Government to set 
up a committee of inquiry into the whole question. 
The latest recruit to the stamp-trading side is Mr 
John Bloom of direct-selling fame in consumer 
durable goods. He announced on Monday that his 
company plans to enter the trade stamp war and he 
has advertised for reactions among retailers to his 
proposed scheme which offer 'a new and revolutionary 
form of stamp trading which is guaranteed to promote 
additional consumer traffic’. No details of his scheme 
have as yet been published. 


PLEA FOR INVESTMENT ALLOWANCES FOR 
DOMESTIC BUILDINGS 


là his Presidential address to the Royal Institution 
of Chartered Surveyors last Monday, Mr Dennis 
Pilcher spoke on the controversial topic of investment 
allowances for domestic buildings. 

In the past, he said, a great volume of housing had 
been provided by private capital investment. This 
continued to be so but was limited to either dwellings 
for sale or, if to let, then at rents which could only 
be afforded by medium and upper income levels. 
Mr Pilcher stated that, if private capital and agency 
were to continue to provide a share of the whole 
field of housing, and this appeared to be so, then 
three things were necessary. 

Firstly, the scope within which such investments 
could operate should be defined in political terms 
sufficiently clearly to enable long-term investment 
plans to be.laid, made and.sustained. Secondly, 
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positive action was required to solve the apparently 
intractable problem of deficit. T'hirdly, there should 
be more research into building methods and house 
planning in order to reduce costs. 

Mr Pilcher expressed the view that the accomplish- 
ment of the first and second of these objectives would 
provide the incentive for the third to be undertaken 
and achieved. He said that the first requirement was 
entirely political but he had positive suggestions for 
meeting the second. 

Investment allowance, he said, was now a widely 
used method to encourage capital investment in the 
fields where it was judged that it would be of most 
use to the economy. Depreciation allowance was a 
similar instrument, Such allowances were available 
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in certain circumstances in respect of industrial 
buildings and they were common in respect of plant 
and equipment. There was, however, no such 
allowance in respect of domestic buildings. In other / 
countries it had been found to work advantageously. | 
He believed that it would be a most valuable instru- 
ment in the United Kingdom for it could at once 
reduce the cost to the consumer without a corres- | 
ponding loss to the viability of the capital investment. 
Mr Pilcher added that such an allowance would 
have to be prescribed in such a way as to ensure that 
it ‘assisted what needed assistance’; so that the rent 
which would result would be one the tenant could 
afford to pay and also one which met the needs of the 
capital investment. 





This is My Life... 


by An Industrious Accountant 


CHAPTER 198 


T'S remarkable how history repeats itself. You 

know — war and peace, boom and slump, cycles of 
licence and prudery, or mass migrations like lemmings 
or goths. On the accounting plane the same mysterious 
" urge from the hidden subconscious manifests itself 
in periodical zeal for reform, not unworthy of Peter 
the Hermit, and we move in serried phalanx to 
distinguish reserves from provisions, or to disclose 
contingent liabilities. | 

In this moderate-size provincial company far from 
the surge and thunder of the city, like the ocean on a 
western beach as the poet puts it, we, too, have our 
problems. At present, we're trying to centralize our 
decentralized filing system. 

I used always to favour decentralization, having 
suffered from centralization's evils over the years, but 
times change. I got a letter recently from our auditors' 
tax department - the usual two or three pages asking 
for further analyses for the inspector, following on a 
spate of letters last February. That started the trouble. 
We had to search our back files and it was like digging 
for gold in the paved streets of London. 

My own file looked eroded, if you see what I 
mean. Clearly, numerous letters had either been 
abstracted or left unanswered, and some promising 
investigations seemed to come to abrupt ends. 
Cross-referencing had not been facilitated, I regret 
to say, owing to the auditors' practice, rio doubt well- 
meant, of having several different types of query in 
the one letter. It might start off, for instance, with 
questions about additions to fixed assets, linger 
inquisitively over benefits in kind (always a sensitive 
subject), point out an unvouched adjustment in the 
sales manager's commission, and then welter in a 


sheet of wear and tear allowances, rents written-back, \ 
and non-allowable deductions. I breathe deeply, | 
count ten, and start digging in the back pages again. 

No luck... more abstractions . . . more begin- 
nings without ends. Gradually my colleagues con- 
gregate; item by item the lost letters are recovered. 
Each of the culprits seems to have accumulated an 
illicit and unknown private hoard. 

The financial accountant starts off by being smugly 
virtuous. He'd never, no, never (well, hardly ever) 
seen any previous correspondence about the cost of 
the new wing, he said; perhaps I'd given it to his 
zssistant. When the said assistant ultimately produces 
the said correspondence, with the F.A.’s initials 


clearly indicated, he is still virtuous. That was the 


day he went on leave, he explains; he must have 
passed on the letter unexamined. 

The assistant has in fact built up quite a fair-sized-— 
sub-file of correspondence with the auditors, which 
no one else appears to have seen. And at least one of 
the schedules is inaccurate. ... ` 

Then Costs reluctantly disgorges some odd papers ` 
about benefits in kind. He, too, has apparently been 
having some exchanges with the auditors, and 


relations seem strained. His zeal in defending our 


staff's interests is admirable, but discretion would 
improve matters, and in any event he'd no business 
carrying on correspondence of this nature without 
my knowledge. 

The sales manager tends to be sarcastic about 
auditors — always making trouble and rattling old 
bones, he asserts. He'd answered a query (sent to 
him for comment) direct, he explains, without cir- 
culating a copy of his reply to us. But he'd omitted a 
material fact, and now the retraction will be my 
problem. I tell him I'll rattle Azs bones if he mis» 
behaves again, and epithets are exchanged. 

I lay down an autocratic rule that I'm to see all 
tax correspondence in future, and that all filing be 
centralized. This excellent remedy annoys everybody 
as may be expected, and the result is that we are now 
(in the transitional stage, it is true) in a worse state 
than we were before. 
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Properly Kept 

t 1 our opinion the books have been properly 
kept... .’ So runs the auditors’ report on the 

accounts of Carreras Ltd, the tobacco company, 

signed by two firms of chartered accountants, Cooper 

Brothers & Co and J. H. Champness, Corderoy, 

Beesly & Co. 

And in this column’s ears, the bell rang loud 
and clear. A hasty turning of the index and there it 
was, written four and three-quarters years ago: 
‘Shareholders in general may well wonder what 
really is implied by the statement "proper books of 
account have been kept", and whether it might not 
be better to see if books of account have been properly 
kept.’ 

That observation, taken from The Accountant of 
January roth, 1959, had nothing to do with the 
Carreras accounts, of course. The occasion then was 
a company that was £134,606 out in its debtors. The 
total of debtor balances extracted by branches was 
that much less than the balances on the relevant 
control accounts maintained at head office. No 
reason was found for the difference and the lower of 
the two figures was adopted in the accounts which 
were squared by charging the £134,606 to profit and 
loss account before arriving at the year’s loss. It was 
a case of hire-purchase controls leading to business 
being done on a short-term credit basis, of adminis- 
trative difficulties and eventually, when the account- 
ing breakdown came to light, to the installation of a 
new system of control. 

Nevertheless; proper books of account had been 
kept. 


Section 147 


That instance of accounting breakdown is by no 
means the only one that has been recorded in this 
column. It is the sort of thing that happens from time 
to time although, fortunately, not very often. Minor 
differences, as all accountants know, are always 
possible; hence the sigh of relief when the balance 
comes out right first time. It is when the system 
breaks down and the consequences have to be 
disclosed in the published accounts that the eyebrows 
lift and there is that feeling: how could it have 
happened? 

Company law requires that every company shall 
cause to be kept proper baoks of account. It is all 
there in the Act in section 147. And the books must 
be such as are necessary to give a true and fair view 
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of the state of the company’s affairs and to explain 
its transactions. Otherwise proper books of account, 
says section 147, shall not be deemed to be kept. But 
if something goes wrong with the keeping of the 
proper books, what then? 

That is why there is something so refreshingly 
sensible in this wording of the Carreras audit cer- 
tificate. It would be interesting to know how far 
back ‘properly kept’ goes. At the moment, the back 
reference is not available. Perhaps one of our readers 
could help. It is certainly one of those things that 
is worth placing in the historical records of auditing. 


The Accounts 
It is appropriate that this week’s reprint should give 


the Carreras accounts — and the auditors’ certificate. 


Profits are well up, the year’s £3,692,000 (to the 
nearest £1,000) shown in a four-year summary 
comparing with 2,939,000, £2,608,000 and 
£1,713,000 in the previous three years. Dividend 
payments net have gone up from £404,000 to 
£807,000 in the four years, the rate on both classes of 
Ordinary from 8 per cent to 134 per cent. Profit 
retained, £468,000 in 1960, is £955,000 in these 
accounts. 

Carreras backed the filter-tip cigarette and its 
production for the United Kingdom market in this 


year was approximately go per cent filter. The trend 


to filter-tips, says Mr John H. Hansard, continues, 
and filter-tip sales now account for about one in three 
of all cigarettes sold. 


Non-voting Equity 
It was Carreras that five years ago provided heavy 
ammunition for the opponents of non-voting equity 
capital. The Rembrandt Tobacco Company, of 
South Africa, already on the scene with its ownership 
of Rothmans, put in a bid of £5 ros each for the 
240,000 £1 Ordinary shares (as the capital was at 
that time) which carried the voting rights. The non- 
voting ‘B’ shares of 2s 6d each to the extent of over 
£7 million were left out of the bid. And at a cost of a 
little under {14 million, control of the whole 
Carreras business was obtained. The actual bid 
followed very strong buying of the Ordinary shares 
in the market which put the price up from a bit over 
30s to just over Loo in a space of two months. 
Looking backwards, it can hardly be said that the 
change-over in control has been other than good for 
the non-voting shareholders. But what mattered at 
the time - and the Carreras case is still quoted 
against non-voting Ordinary shares — was the ease 
with which the bidders obtained control through the 
acquisition of the comparatively minor part of the 
equity capital that carried the voting right. 


Notes on the Accounts 


The reprint of the Carreras accounts has, for reasons 
of space,. squeezed the profit and loss account into 
almost dehydrated form, but the account which 
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CARRERAS LIMITED AND SUBSIDIARY COMPANIES 


Consolidated Profit and Loss Account 
for the year ended 30th June [963 


ros f he 
Profit before Taxation (Note I} 3,691,924 2,938,868 
Taxation on the profit of the year (Note 2) 1,929,952 1,521,082 
1,761,972 1,417,786 


Profit after Taxation 
Add 


61,533 
1,479,319 


Exceptional or non-recurrencitems (Note3) 47,126 


1,809,098 
Deduct 
Profits dealt with in the accounts 
of subsidiaries (Note 4) 


254,480 | 273,056 


Profit dealt with in the accounts of 





the parent company 1,554,618 1,206,263 
Unappropriated profit of parent company 
brought forward 1,039,730 673,033 
2,594,348 1,879,296 
Deduct " 
Dividends (net) of Carreras Limited 
paid or proposed (Note 5) 806,557 664,566 
Frost retained by parent company 1,787,791 1,214,730 
educt 
Transfer to development reserve 310,000 175,000 
Unappropriated profit of parent 
company carried forward £1,477,79 | £1,039,730 








The notes [following] form part of these accounts 
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Notes on Accounts 30th June 1963 


I. Profit before Taxation 
The profit before taxation is stated after taking 
account of the following items, but before 
charging development expenditure (Note 7} of 
£879,765, equivalent after taxarion relief there- 
on to £407,615 (1962 £217,721 and £101,520 
respectively): 


Charges 
Depreciation 


Auditors’ remuneration (Carreras Limited 
£6,700) 


Remuneration of directors and former direc. 
tors of Carreras Limited 
(a) Remuneration of directors 
As directors 
-For management 


(b) Pensions to former directors or their 
dependants 


(c) Compensation for loss of office as 
managers 


‘Income f 
income from trade investments {gross} 


2. Taxation 


The taxation charge on the profit of the year is 
made up as follows: i 


United Kingdom 
Income tax 
Profits tax 


Less Double taxation relief 
Transfer to taxation equalisation 


Overseas taxation 


3. Exceptional or Non-recurrent Items 
Taxation provisions of prior years no longer 
require 
Deduct 
Transfer to taxation equalisation in respect o 
prior years . 1 


! 2 
£560,598 


£8,549 





7,750 


40,233 


~ 47,83 
2,877 
1,858 

"£52,718 


£340,811 





1,353,935 
50,762 


1,904,697 


49,056 


1,855,641 
58,000 


1,913,641 
16,311 


£1,929,952 





71,626 


24,509 
£47,126 


i 24 
£481,093 
£7,742 


7,500 
42,380 


~ 49,880 
2,877 
1,858 

£54,615 

£289,838 





1,103,197 
19,808 


1,523,005 
49,788 


1,473,217 
35,500 


1,508,717 
12,365 


£1,521,082 


8/,533 


20,000 
£61,533 
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4, Profits dealt with in the Accounts of 1963 i952 
Subsidiaries £ £ 
Transferred to development reserve 140,000 — 205,000 
Increase in unappropriated profits 114,480 68,056 
£254,480 £273,054. - 
§. Dividends (net) of Carreras Limited 
Paid on preference shares for the year ended 
I9th June [963 39,813 39,813 
Paid or proposed on ordinary and 'B' ordinary 
shares 
Interim dividend of 34% (1962 3%) paid 29th : 
June 1963 [98,785 170,386 
Proposed final dividend of 10% (1962 8%) 567,959 454,367 
- £806,557 £664,566 





é. The following are the details of the movements for the year ended 
30th June 1963 on the reserves set out below: 
Carreras Carreras Limited 


Limited ^ and subsidiaries 
(a) General Capital Reserva 
eee Ist July 1962 6,470,626 7,263,109 
Amount received on sale of trade marks 
and goodwill to an associated com- 
any 150,000 150,000 
Balance of provision no longer required 
for taxation on sale of fixed assets in 
a prior year 90,686 90,686 
6,711,312 7,503,795 
Deduct 
Compensation paid in respect of ter- 
mination of an overseas agency 26,000 20,000 
Losses, less profits, on realisation of 
fixed assets [1,439 7,313 
Balance 30th June 1963 £6,679,873 £7,476,482 
(b) Contingencies Reserve 
pris Ist July 1962 534,608 559,792 
Provision no longer required in respect 
of a loss on exchange in connection 
with an investment in Canada 16,429 " O 16,29 
Adjustment of taxation relief in respect 
of prior years' removal and re- 
organisation expenses 13,177 13,177 
Balance 30th June 1963 £564,214 £589,398 
(c) Development Reserve 
. Balance Ist July 1962 440,494 628,480 
Transfer from profit and loss account 310,000 450,000 
750,494 [,078,480 
Deduct 
Expenditure during the year less 
relevant taxation (Note 7) 379,596 407,615 
Balance 30th June 1963 £370,898 £670,865 








7. lt is the policy of the group to charge the exceptional costs (less the 
estimated taxation relief thereon) of developing and launching new 
brands and of fundamental research to development reserve. However, 
normal advertising and promotional costs for both old and new brands 
have been charged against profits. 


8. The cost of freehold and leasehold land and buildings owned by a sub- 
sidiary is stated in the consolidated balance sheet at £183,888 represent- 
ing to the extent of £158,880 a professional valuation made at 30th 
April 1954, the balance being additions at cost. 


S. The unquoted trade investments of £3,103,750 Include £2,285,714 
representing the sterling equivalent at the rate ruling ar 30ch June 1963 
of the par value of Canadian $6,900,000 4% debentures in a Canadian 
associated company. These debentures are repayable at par as follows: 


Canadian $ 
3ist December 1963 1,000,000 
3lst December 1964 2,900,000 
3lst December 1965 3,000,000 


IQ The value of the stock of the company and of the group at 30th June 
1963 has been determined on bases and by methods of computation that 


are considered appropriate and these bases and methods have been. 


consistently applied. 


fi. Foreign currency items in these accounts have been converted to 
sterling at the rates ruling at 30th June 1963. 


I2. There were commitments at 30th June 1963, for which provision has not 
been made in these accounts, in respect of the following: 

(a) Contracts for capital expenditure amounting to £952,000 (1952 
£635,000) for Carreras Limited and £968,700 (1962 £650,000) 
for Carreras Limited and its subsidiaries. 

(b) Special contributions to pension funds totalling £534,927 before 
relief for relevant taxation (spread over a period of ten years) for 

- Carreras Limited and for the Group. > d 
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provides the bare bones of profit and its disposition 
may suggest that there are limits to which the policy 
of putting detail in accompanying notes should be 
taken. 

The account could usefully begin higher up the 
scale than ‘Profit before taxation’. Putting depreciation 
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in the notes, rather than in the account itself, for 
example, is stripping the account of too much flesh. 
There is a difference between scratching one’s head 


and tearing the skin off, and there is similarly a limit ^ 


to which items should be scratched from the profit 
and loss account for placing in the notes. 


CITY NOTES 


O far the stock-markets have taken the recent 

political ups and downs with a fair amount of 
equilibrium. To stay in equities at a handsome profit 
under current circumstances, however, takes more 
than average nerve. 

The present level of prices would seem to discount 
further growth in the economy for some time ahead 
and also the anticipation of higher industrial profits 
and dividends. T'he British investor has a remarkable 
propensity for simply doing nothing in times of 
stress and uncertainty. 

He is more inclined to sweat the thing out than to 
get out of the market at what looks to be a temporary 
top. Such a policy at least obviates the necessity of 
making reinvestment decisions. 

If the investor decides to sell, his inclination is not 
to put capital away outside the market but to attempt 
to find alternative propositions inside it. Political 
uncertainty at home has, before now, led to a switch 
into overseas shares, some of which are proved to be 
carrying a still heavier political risk. 

There seems, however, to be a fairly strong case 
for ‘going liquid’ now, particularly in so far as some 
of the ultra low-yielding equities are concerned. The 
equity market looks to have more dull days than 
bright ahead of it in the short term, unless Kinross 
rather than Luton is a pointer to political trends. 


HE Save & Prosper Group has found considerable 

support for its Children's Gift Scheme since it 
was introduced a few months back. The scheme was 
evolved to suit the needs of people wanting to 
invest money for minors. The system is that the 
donor of funds makes an irrevocable gift of the cash 
which can be invested in any of the Group's trusts; 
the units bought become the property of the child 
at 21 or any chosen time up to 25. Dividends are 
reinvested but the eventual recipient of the units 
can claim tax rebate on dividends over the whole 
period of the gift. For reasons of administrative 
economy the bottom limit in the scheme is £100. 


Kë * Ké * 


T return of a prodigal is always an interesting 
event. The projected return of the shares of the 
Seager Evans company to the London market, which 
they left in 1956, is therefore of more than normal 
new issue moment. Control will still be with Schenley 
Industries Inc., the American distillers, but 25 per 
cent of the equity is to be marketed through a public 
issue of two million ordinary 10s shares and there is 
to be a placing of £2 million of debentures. N. 
Rothschild & Sons, in conjunction with Lehman 
Brothers, the New York bankers, are the sponsors of 
the prodigal’s return. 


RATES AND PRICES 


Closing prices, Wednesday, November 13th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


Bank Rate 
Dec. 8, 1960 5% Mar. 8, 1962 519,5 
July 26, 1961 7% Mar. 22, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 43% 
Nov. 2, 1961 695 Jan. 3, 1963 4% 
Treasury Bills 
Sept.6 £3 148 o79d% Oct.11 £3 128 4°32d% 
Sept.13 £3 13s 11:83d% Oct.18 £3 145 2°36d% 
Sept. 20 £3 13s 8-92d% Oct.25 £3 14s 10°70d% 
Sept. 27 £3 13s 588d% Nov.1 £3 15s 5°08d% 
Oct. 4 3 128 4°87d%  Nov.8 £3 15s o-62d% 
Money Rates 
Day to day 23-32% Bank Bills 
7 days 21-3876 2 months 36-3 8 % 
Fine Trade Bills 3 months 3-3 96 
3 months 5—54% 4 months 34-34% 
4 months s-54% 6 months 3-4% 
6 months 51-695 


Foreign Exchanges 


} 


| 


Wo 


New York 2'795} Frankfurt 11:124 
Montreal zol Milan 17413 
Amsterdam I0'07f Oslo 20'02 
Brussels 13949 Paris 13°71 
Copenhagen 19°33 Ziirich 12:07i 
Gilt-edged 

Consols 4% 68% Funding 3% 59-69 ok, ` 
Consols 2395 Savings 3% 60-70 88j 7 


Savings 3% 65—75 82 
Savings 23% 64-67 — 93 
'lTreas'ry 54% 2008-12 97} 
Treasury 5% 86-89 924 
Treasury 34% 77-80 79§xd 
Treasury 34% 79-81 80 


44 
Conversion 6% 1972 106$ 
Conv'sion 54% 1974. roo¢xd 
Conversion 5% 1971 101} 
Conversion 34% 1969 94. 
Conversion 33% Go 


Funding 4% 60-90 94 Treasury 24% 43% 
Funding 32% 99-04 694 Victory 4% 97 
Funding 3% 66-68 937 War Loan 34% 59i 
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Neville Industrial Securities Ltd. 


and 


Neville Developments Ltd. 


Provide a complete service for the Public Flotation of Companies. 


Financial arrangements can also be made with a view to the alleviation of Surtax and 
Death Duty problems in some cases where flotation is not suitable or is not desired by 
the Proprietors of the business. 


For the information of investors a Quarterly List giving particulars of all 
Companies sponsored is available on application. 
Neville House, 42-46 Hagley Road, Birmingham, 16. 


Telephone: Edgbaston 5431/5 
Telegrams: Trustnevil Birmingham. 





Order to 


STRAKER BROTHERS 


LIMITED 
194-200 BISHOPSGATE, LONDON EC2 


NEW STOCK EXCHANGE TRANSFER SYSTEM 


The undermentioned forms for use with the above system are now available from stock at the prices quoted. 


Please supply Per 100 Per 1,000 
STOCK TRANSFER FORMS..............THICK 8s £3 10 Od 
| | "HIN 7s £2 17 6d 
DIVIDEND MANDATE FORMS en 6s -— £2 10 Od 
INDEMNITY TO REGISTRAR ....... 6s — m 
REGISTRATION APPLICATION FORM ............ | 6s 
INDEMNITY FOR LOST CERTIFIED TRANSFERS 6s 
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' The Institute of Taxation d 


President: FREDERICK BIDSTON, r.A.C.C.A., F.C.I.5. 


Vice-Presidents: STANLEY A. SPOFFORTH, SOA, F.C.LS. 
GORDON A. HOSKING, F.LA. 
Secretary: A. A. ARNOLD, r.c.Ls. 
— — tl DM 

Membership of the Institute is open to applicants who have passed the examinations conducted 
by The Institute of Taxation or, until December 51st, 1964, the Final examinations of certain 
professional bodies. l 

Fellows and Associates receive: a textbook, annotated copies of Finance Acts, half-yearly Digests 
of Tax Cases and monthly circulars on special taxation subjects, ; 

Directors, company secretaries, students and others may subscribe to a scheme under which 
they receive all the publications except that the circulars are not issued monthly, but as and when 
important new taxation subjects arise. 

‘Examinations for Fellowship and Associateship are held half-yearly. Copies of past Associateship 
Examination papers, with suggested answers, are available at 3s gd each post free. 

Full particulars may De obtained from: 


THE SECRETARY 
THE INSTITUTE OF TAXATION, CLIFFORD'S INN, LONDON EC4 





SIOCKTAKING 


Or d idge & Co Ltd together with its Subsidiary Coin 
Orridges (Valuers) Ltd Established 1846 


Over 300 Stocktakers available for Valuations in all parts of the Country. 


HEAD OFFICE: 184 STRAND, WC2. Temple Bar 9212/3 & 6340 - QUALIFIED VALUERS. 


Members of the Leading Professional Bodies 


Single businesses and multiple firms would be wise to have their stock independently 
valued. We already carry out Stocktaking at-well over 3,000 establishments per annum 
and our connections are rapidly increasing. Reasonable terms. Lump sum including 
expenses or ad valorem basis plus expenses. 


Branch Addresses: 36 Cannon Street, Birmingham 2. Midland 6547. 
14 Chapel Street, Liverpool 3. Central 7523  . , 517 Christchurch Road, Boscombe. Bournemouth. 35832, 
9 Albion Street, Leeds 1. Leeds 33084. ` ^. 7 Stumperlowe Avenue, Sheffield 10. 32507: 


em 


Please write in the first instance, after which we will arrange for a. representative to call placing you, 
under no obligation whatsoever. Present Managing Director with the Firm for thirty-seven years.: 





— A —m 


pm————— "——UoO———— FEELENER | 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Inland Revenue and Receipts 


Sm, — It is to be hoped that Mr Nabarro’s letter 
(November 2nd issue) will produce an authoritative 
statement from: the Inland Revenue about receipts 
for tax in support of repayment claims. 

So far as I have been able to discover, the Inland 
Revenue have no statutory right to ask for the produc- 
tion of receipts to prove that tax has been paid and in 
those cases where the receipts have been lost it has 
always been sufficient to request that if the Inspector 
is in any doubt about the matter he can obtain 
confirmation from the Collector. 


Yours faithfully, 
Maidstone. | 


Depreciation in the Accounts 
of Water Companies 


SIR, — I am grateful for the support of Messrs Dodd 
and White (November 2nd issue), particularly the 
latter, since, if he will forgive me saying so, there is 
something so overwhelmingly of the nineteenth 
century about the accounts of most water companies 


^ and some of the companies themselves. 


As his letter brings out, the provision for deprecia- 
tion permitted to most water companies is totally 
inadequate, unless their fixed assets are of an excep- 
tionally durable nature. Even in the case he quotes, 
although an earth dam may never need to be replaced 
because it wears out, yet it is surely open to doubt 
whether in, say, one hundred years time his company 
will still find that the use of this dam is the most 
economic way of supplying water to the neighbour- 
hood. An obsolescence provision of 1 per cent a year 
would hardly be excessive. 

If he is fortunate enough to have a board that 
would be willing to set up a tax equalization reserve, 
were it not for legal doubts, I would urge him to go 
ahead and press them to do so. I feel sure that the 
timorous pedants who today call a tax equalization 
reserve ultra vires for a water company were saying 
exactly the same fifteen years ago about future tax 
reserves. 

Water companies are in an impossible position. 
They are required by the Companies Act to prepare 
accounts that show a true and fair view — i.e. that 
include a proper charge for depreciation — while 
they are forbidden by the Water Act to do anything 


of the sort. It i is not clear to, me why i it should always | 


gegen 
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be assumed that in this clash of statutory require- 
ments it should be the Companies Act and the true 
and fair view that go under. Surely, if anything, it 
should be the more recent legislation that should be 
regarded as having overridden its predecessor. 

In any event the most significant fact about this 
correspondence has been the watchdog that did not 
bark. There must be several hundred accountants 
who sign unqualified audit reports for water com- 
panies that make inadequate provision for deprecia- 
tion. Many of these undoubtedly read The Accountant, 
yet it would seem that none of them can provide any 
argument stronger than 'Absurd though it be, this is 
the long established custom of nearly all companies 
of this sort. I cannot very well start qualifying my 
report now unless some new factor arises'. Surely the 
time has come for an Institute recommendation to 
provide. this factor and so enable water companies 
and their auditors to escape from the embarrassing 
position into which, almost without noticing it, they 
have slipped. 

= Yours faithfully, 


London EC4. J. DENZA, M.A., F.C.A. 


. The Accountant in the Management Team 


Sm, — To Mr R. Ian Tricker's comments (November 
2nd issue) about the accountant taking upon himself 
a line management function when he should be 


acting in an advisory role, I would add another. I 


think it is important for management and the account- 
ant jointly to decide what information should be 
produced by the management accountancy system; 
in fact, whenever possible the information require- 
ments of management should form the starting-point 
for discussion. It is not always easy to get managers 
to come out into the open about their information 
needs, and when they do they will probably not 
express themselves in accountancy jargon; but the 
system is more likely to be fully utilized if manage- 
ment itself has played a part in its design. 

If the accountant simply presents what he regards 
as essential information, he is risking criticism ~ such 
as I occasionally hear from managers — that his 
reports contain irrelevant data (particularly on items 
which the manager regards as non-controllable), or 
fail to deal in enough detail with areas of potential 
inefficiency which the manager knows to exist, or that 


- the time interval between reports is unsatisfactory for 


proper managerial control. 

Taking the extreme case again, the resultant 
dissatisfaction with the official system can lead to yet 
another example of the setting up of local unofficial 
records, only this time they have not been set up for 
defence, but for use in day-to-day control — surely an 
even more serious situation! 

Yours faithfully, 


A. P. ROBSON, B.sc.(ECON.), A.C.A., 


Berkhamsted, Assistant Director of Studies, 
- Herts. ASHRIDGE MANAGEMENT COLLEGE. 
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President Honoured at Northern 
Society Dinner 


The annual dinner of the Northern Society of Char- 
tered Accountants, held at the Old Assembly Rooms, 
Newcastle, on Friday of last week, was a unique 
occasion in more ways than one. 

It was the first time since The Institute of Chartered 
Accountants in England and Wales was granted its 
charter eighty-three years ago, said Mr A. H. 
Charlesworth, LL.B., proposing the toast of the 
Institute, that it had had as its national President an 
accountant practising in Newcastle. And to com- 
memorate the occasion of his Presidency, Mr R. P. 
Winter, C.B.E., M.C., T.D., D.L., F.C.A., was presented 
with a silver salver inscribed with the coat of arms of 
the Institute, subscribed for by practising members of 
the Northern Society. 

A better President than Mr Winter would be 
difficult to find, said Mr Charlesworth, and he was sure 
he would add new dignity to the office. 

Replying to the toast, Mr Winter pointed out that 
although he was the first member of the Northern 
Society to receive the high honour of being President 
of the Institute, accountants in that part of the country 
took great pride in the fact that two eminent Past 
Presidents were trained in Newcastle. They were 
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Mr F. E. Proom, F.c.A., President of the Northern Society (right), with (left to right) the Duke of 


Lord Plender, who was admitted to membership of the 
Institute in 1884, and Sir Thomas Robson, who had 
served his articles in Newcastle, and who was present 
at the dinner. Also present was another Past-President, 


Mr Charles Peat, who had associations with Tees-side.. 


Since September rst, said Mr Winter, his life had 
been very varied and full of interest. Besides being 
present at the European Congress of Accountants in 


Edinburgh, he had made several visits, as President, to 


the Continent, including Holland and Paris. 
He stressed to members, and especially the younger 
ones, the benefits of attending the summer schools at 


Oxford and Cambridge. 'There, he said, it was possible . 


to meet a cross-section of membership in the discussion 
groups, which was of immense use. It was a stimulating 
experience and he recommended it. 


Value of University Education 


Mr Winter also stressed the importance of the 
Institute keeping in close contact with the universities. 

*We want to extend the teaching of accountancy in 
. degree courses, and we want our members to recognize 


the value of university education, irrespective of the sub- 
jects studied.’ 


x 
E. 
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Northumberland, the Lord Mayor of Newcastle, and Mr R. P. Winter, President of the Institute. 
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He believed the university graduate to be more 
mature, and the type they wished to see coming into the 
profession to help them face the problems they would 


—have to deal with in the years to come, including 


mechanized accountancy and computers. 
“We must have a pretty high standard of education and 

a higher standard of maths than we have been demanding 

up to now’, he said. 

The Piendert said they also welcomed the formation 
of the University of Newcastle. They had always had 
happy relations with King's College and with Dr 
Bosanquet, now the Vice-Chancellor. He was sure that 
this happy relationship would continue and that they 
would get even more help from this source. 


Data for Management 


Commenting on membership, the President said 
this now touched on thirty-seven thousand and more 
and more decentralization would have to take place. 
‘To keep in touch with members we will have to rely 
on district societies and their branches. Here we have 
two very active branches in 'T'ees-side and Carlisle. The 
Council is most grateful to the members of these district 
societies who serve on committees and on the Taxation 
and Research Committee, and keep the flag flying.’ 
Referring to the national productivity conference to 
be held at Eastbourne at the end of the month, the 
President said: 
‘If we are going to carry on in the next few years in 
this country, higher productivity will have to be achieved 
and our exports will have to be increased. 
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"With world competition becoming fiercer each vear, 
we must lower our costs and increase our efficiency. We 
must give manag2ment all the data it requires. 

"We are entering an era now when we have to realize 
that the audit is not the end of our work. We have to 
look ahead and this productivity year is an incentive to 
us to see how we can fit ourselves out.’ 


: Making the presentation of the silver salver to Mr 
Winter, Mr F. E. Proom, F.c.a., President of the 
Northern Society, spoke of the esteem and affection in 
which he was held by the members of the Society. 


“When the tim: comes for you to hand over the badge 
of office to your successor’, he said, ‘you will be ab.e to 
look at this and remember your very successful and heppy 
year as President of our Institute.’ 


In reply, Mr “Winter described it as a delightful 
surprise and something he had never expected. 


‘But it is something I shall value all my life’, he said. 

“To be President i is a tremendous honour and a wonderful 

experience.' 

The toast of “The Guests’ was proposed by Mr C. B. 
Carrick, M.C., T.D.. J.P., F.C.A. It was a privilege to do so, 
he said, especially as the guests included Mr Winter, 
the national Presicent, who was a guest on this occasion 
even though a member of the Northern Society. 

‘At this-time when we hear so much of the neglect of 
the North-east, itis interesting to realize that the Institute 
fully appreciates the quality of our local product.’ 


The reply to the toast was made by Brig. H. I. 
Bransom, D.S.0., T.D. 


CHALLENGING FUTURE FOR THE PROFESSION 


Bristol and West of England Society’s Annual Dinner 


The annual dinner of the Bristol and West of England 
~Society of Chartered Accountants was held for the 
first time in Plymouth on October 31st. 

The toast of “The City of Plymouth’ was proposed by 
Mr L. Barford, wa. H.M. Deputy Chief Inspector of 
‘Taxes, who said that he was returning to the city where, 
almost thirty years ago, he had been an Inspector of 
‘Taxes. The response to the toast was made by the 
Lord Mayor of Plymouth, Alderman Harold M. 
Pattinson, C.B.E. 

In proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, Mr Winston 
Brimacombe, o.B.E., the managing director of one of 
Plymouth's largest departmental stores, said that there 
was no questioning the future of accountancy which 
was full of challenge, not the least being the possible 
change-over to decimal currency. He questioned, 
though, whether the period of articles for those 
entering the profession with university degrees or ‘A’ 
levels was not too long, even when the proposed 
amendments regarding 'A' level entrants had been 
- brought into effect. 


New Phase 


Responding to the toast, Mr R. P. Winter, C.B.E., 
M.C., T.D., D.L., F.C.A., President of the Institute, said 
that although the profession of accountancy was a 
young one, it was entering a new and exciting phase 
and would be called upon to play an increasingly 
important part. It was essential that accountants 


measured up to fhis task and it would be necessary 
to endeavour to g»t the universities more interested in 
the profession. Mr Winter said that he hoped, with 
the advent of new universities, that it would be possible 
to obtain much more help in the training of articled 
clerks. In replyirg to Mr Brimacombe’s comments 
on the length of articles, Mr Winter stated that only 
by serving articles in a professional office could a young 
man be trained in the standards of professional life 
that were so essential and he felt that any shorter 
period of articles would not be sufficient for this. 

The toast of “The Guests’ was proposed by Mr 
Stanley Edgecumbe, J.P., F.C.A., President of the Bristol 
and West of England Society. He expressed pleasure 
that the President of the Institute and so many 
Presidents of district societies had been able to make 
the long journey to Plymouth. Mr Edgecumbe referred 
to Mr John Foot. who was to reply to the toast, and 
said that all preseat would be pleased to hear that his 
brother Michael was much better after his recent road 
accident. 

Mr John Foot pa, in his response, commented 
in amusing style an the financial j jargon of accountants. 
He read the mirutes of the second annual general 
meeting of “The INoah’s Ark Construction Company’; 
these showed that the company which had been 
floated a year ago had taken the unusual step of 
transferring its old head office to a new site. The com- 
pany had maintained a high state of liquidity although 
at one stage this had caused the directors concern. 
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ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, November 6th, 1963, at the Hall of the 
Institute, Moorgate Place, London EC2, there were 
present: 


Mr Robert P. Winter, C.B.E., M.C., T.D., President, in the 
chair; Mr W. Guy Densem, Vice-President; Messrs 
J. Ainsworth, Gap, J. F. Allan, G. R. Appleyard, W. L. 
Barrows, T. A. Hamilton Baynes, J. H. Bell, C. J. M. 
Bennett, H. A. Benson, C.B.E., P. F. Carpenter, Sir William 
Carrington, Messrs G. T. E. Chamberlain, D. A. Clarke, 
C. Croxton-Smith, E. Hay Davison, W. W. Fea, Sir Harold 
Gillett, Bt, m.c., Messrs J. Godfrey, G. G. G. Goult, 
P. F. Granger, J. S. Heaton, J. A. Jackson, H. O. Johnson, 
R. O. A. Keel, Sir William Lawson, C.B.EF., Messrs R. B. 
Leech, M.B.E., T.D., E. N. Macdonald, p.F.c., R. McNeil, 
J. H. Mann, M.B.E., R. P. Matthews, W. Bertram Nelson, 
C.B.E., S. J. Pears, L. W. Robson, Sir Thomas Robson, 
M.B.E., Messrs J. D. Russell, R. G. Slack, D. Steele, A. G. 
Thomas, A. H. Walton, V. Walton, F. J. Weeks, M. 
Wheatley Jones, E. F. G. Whinney, J. C. Montgomery 
Williams, E. K. Wright, Sir Richard Yeabsley, C.B.E. 


Value-Added Tax 


In response to an invitation from the Chairman of the 
Committee on Turnover Taxation (Mr Gordon 
Richardson, M.B.E.), the Council has submitted to the 
Committee a memorandum on Value-Added 'T'ax. The 
memorandum was prepared by the Parliamentary 
and Law Committee following consideration of a 
draft by the Taxation and Research Committee. The 
Council authorized publication of the memorandum 
on and after November 20th, 1963}. 


Control of Borrowing Order, 1958: 
Issues by Overseas Residents 


The President has received the following information 
from the Governor of the Bank of England: 


"Under the Control of Borrowing Order, 1958, no 
overseas resident may, without the consent of the Treasury, 
raise more than {£50,000 in the United Kingdom in any one 
year by the issue of shares. It has been pointed out that this 
restriction can create difficulties where rights issues by 
overseas residents are concerned. Those in the United 
Kingdom responsible for such issues may neither know the 
exact amount of share capital beneficially held by United 
Kingdom residents nor have time to complete the normal 
Capital Issues Committee formalities between the date on 
which an issue is announced and that by which applications 
have to bé received. 

‘In order to help meet this difficulty it has been agreed 
that, though applications for approval of rights issues should 
continue to be submitted to the Secretary of the Capital 


1 The memorandum will be reproduced and commented upon 
in The Accountant next week — Editor. 


Issues Committee, Treasury consent will be given auto- 
matically where there is no reason to suppose that the 
proportion of the issue to be raised in the United Kingdom 
exceeds £2 million. This change does not affect the position 
of the Exchange Control, whose permission must, where 
necessary, still be obtained.’ 


Stamping of Receipts 


On the recommendation of the Parliamentary and Law 
Committee, following consideration of reports by the 
Taxation and Research Committee, the Council 
authorized the President to send a letter in the following 
terms to the Chancellor of the Exchequer: 


‘In response to a number of requests from members this 
Institute has recently conducted an inquiry, addressed to a 
representative selection of its members, to ascertain the 
extent to which unstamped receipts were encountered, The 
results leave my Council in no doubt that there is a very 
strong case for the abolition of the stamp duty on receipts. 

“The background to this problem is the Cheques Act, 
1057, the prime purpose of which was to abolish the need 
for endorsement of cheques paid into the account of the 
payee. The Act, however, specifically provided that an 
unendorsed cheque which appears to have been paid by the 
banker on whom it is drawn is evidence of the receipt by the 
payee of the sum payable by the cheque. This has given rise 
to a widespread practice of dispensing with the issue of 
receipts and there has arisen a wrong impression that even 
where receipts are given they may be issued unstamped. 

‘From our inquiry it has become clear that a considerable 


pu 


number of unstamped receipts is being issued. This failure ^ 


to comply with the Stamp Act, 1891, is no doubt caused 
partly by failure to appreciate the very wide nature of the 
definition contained in section ror of the Stamp Act, 1891, 
and partly by the misunderstandings which have arisen since 
the Cheques Act, 1957. The inquiry also indicated, however, 
that the vast majority of transactions are now completed 
without any formal acknowledgement being issued; and 
this practice has brought about considerable savings of 
labour and materials in both the private and public sectors. 
‘Receipts are therefore fast disappearing as a source of 
revenue and, in view of this, and the widespread confusion 
as to the duty to stamp receipts (enforcement of which 
would be difficult and costly), my Council urges that steps 
should be taken as soon as practicable to abolish stamp duty 
on receipts. At the same time it is considered that the right 
of a debtor to require a written acknowledgement on dis- 
charge of a debt should be retained as a statutory right.' 


Summer Courses 1963 


Christ Church and Merton College, Oxford 
Emmanuel College, Cambridge 


The Chairman of the Summer Course Committee 
reported on proceedings at Christ Church and Merton 
College, Oxford, from July 11th to 16th, 1963, and 
at Emmanuel College, Cambridge, from September 
18th to 22nd, 1963, and stated that the President had 
sent letters of appreciation to the speakers, to the 
governing bodies of the three colleges and the others 
concerned with the conduct of the courses. 
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Summer Courses 1964 


The Council has approved the holding of a course at 
_ Christ Church and Oriel College, Oxford, from July 
oth to 14th, 1964, and a course at-Emmanuel College, 
Cambridge, from September gth to 13th, 1964. 


Annual Meeting, May 6th, 1964 


The Council approved arrangements for three simul- 
taneous business sessions to be held in conjunction 
with the annual meeting on May 6th, 1964. 


Attendances of Representatives at Meetings 
of European Bodies 


The Council received reports on attendances by 
representatives of the Institute at the following 
meetings: 


(a) Nederlands Instituut van Accountants 

Attendance by the President (Mr R. P. Winter) and 
the Joint Secretary (Mr F. M. Wilkinson) at the 
Accountants’ Yearday at Scheveningen on October 11th 
and 12th, 19635. Sir Thomas Robson (Chairman of the 
Overseas Relations Committee) also attended as a 
Vice-President of U.E.C. 


(b) Ordre des Experts Comptables et des Comptables ' 
Agréés i 


Attendance by the President (Mr R. P. Winter) at a 
banquet on the occasion of the Eighteenth National 
Congress of the Councils of the Ordre des Experts 
Comptables et des Comptables Agréés at Versailles on 
October 19th, 1963. 


Overseas Relations Committee 


- Sir Thomas Robson and Mr S. John Pears have been 
reappointed Chairman and Vice-Chairman respectively 
of the Overseas Relations Committee. 

'The Council has appointed Mr C. J. M. Bennett and 
approved the co-optation of Mr D. W. Robertson to 
membership of that committee. 


Chartered Accountants Trustees Ltd 


The Council received and authorized publication of 
the sixth report of the directors of Chartered Account- 
ants Trustees Ltd, together with the accounts of the 
company for the year to May 31st, 1963, and the 
accounts for that year of the Chartered Accountants' 
Retirement Benefits Scheme (CARBS) and the 
Chartered Accountants! Employees Superannuation 
Scheme (CAESS). 


Courses for Articled Clerks 


' A major responsibility of the Education Committee of 
the Council is to keep under review the theoretical 
training of articled clerks. At the request of the Council, 
it has directed its attention particularly to the facilities 
Mug colleges of further education may be able to 
offer. 

Most district societies have recently appointed 
Education Committees, which, in collaboration with 
the Education Committee of the Council, are engaged 
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in negotiations for the provision at a limited number 
of centres of experimental courses for articled clerks. 
Some pilot courses have already been held. Others are 
being planned to begin during 1964. In making these 
arrangements much valuable help has been given by 
the Ministry of Education, H.M. Inspectors and the 
principals and staffs of the colleges. 

At this stage the main emphasis is being placed on 
courses for newly articled clerks. These courses will 
in general illustrate the scope and purposes of profes- 
sional work, give an insight into the organization of 
industrial commercial and financial undertakings and 
provide practical instruction in book-keeping. They 
are intended to ease the transition from full-time 
general education to part-time professional study. The 
object is to prepare the student so that he will make the 
most of his early practical training. This in turn should 
enable him more quickly to make an effective and 
responsible contribution to the work of his office. 

The structure and detail of courses tend to differ; 
most courses will, however, require from two to four 
weeks of full-time attendance, although one district 
society is experimenting with a course combining 
short periods of full-time attendance and part-time 
day release over the full period of articled service. 
Another district society is running a course of lectures 
calling for release on one half-day each week. 

The Council urges principals and articled clerks 
to support the courses which are being arranged so 
that these experiments are not invalidated by a shortage 
of students. 

Details may be obtained from the honorary secretary 
of the local district or students’ society. 

. In addition to those working in conjunction with 
district societies, some other colleges of further educa- 
tion and some private tutorial establishments are also 
providing oral tuition courses of various kinds for 
articled clerks. The experience gained will be taken 
into ‘account when an evaluation of the present 
experiments is made. - 

The provision of courses requires teachers. The 
staffs of the colleges are making great contributions 
in carrying out the courses which are planned, and it is 
desired to emphasize that members of the Institute 
who undertake teaching responsibilities are rendering a 
service to the profession. With the rapid growth of 
these educational experiments, more part-time teachers 
will be needed. The Council desires that the Institute, 
through its members, should assist in this way. ‘The 
Secretary will be glad to hear from those who are 
interested. 


Registration of Articles 


The Secretary reported the registration of 1,077 
articles of clerkship during August, September and 
October, the total number since January rst, 1963, 
being 2,463. 


Admissions to Membership 


The following were admitted to membership of the 
Institute: 


Bonham, David Bevan, A.C.A., 21963; 22 Belsize Crescent, 
London NW3. 

Bowry, John Clement, A.C.A., @1963; 134 Hook Road, 
Surbiton, Surrey. 

Braden, Stephen Francis, A.C.A., a1963; Little Hatch, 
Stone Street, near Sevenoaks, Kent. 
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Clyde, Thomas McCallum, A.C.A., a1963; 23 Greville Hall, 
Greville Place, London NW6. 


Davies, Haydn John, M.A., A.C.A., 41963; Flat 4, 7 Charlbury 
Grove, Ealing, London Ws.  . 


Gamberoni, Denis Charles Pasquale, A.C.A., a1963; c/o 
Westminster Bank, Hayes, Bromley, Kent. 


Hartman, Raymond William, B.A., A.C.A., 21963; 89 Eastcote 
Road, Ruislip, Middx. 

Holland, Brian, n.sc.(ECON.), A.C.A., a1963; 20 Leamington 
Avenue, Walmersley, Bury. 


Ledamun, Alan Arthur, A.c.a., a1963; Flat 1, 131 Sunder- 
land Road, Forest Hill, London SE23. 

Lewis, James Penton Hulton, A.C.A., a1963; ‘Beaupre’, 
St John, Jersey, C.I. 


$Malgham, Hoshie Hirji, A.S.A.A., a1963; 805 Kingsway, 
Bombay 14, India. 

§Mallik, Prabhat Kumar, A.8.4.4., a1963; 3 Third Avenue, 
London W3. 

Malzer, Peter John Gabriel, B.Sc.(ECON.), A.C.A., a1963; 
Flat D1, Nugents Court, St Thomas Drive, Hatch End, 
Middx. 

Newman, Anthony Charles B.A., A.C.A., a1963; c/o Newman 
Hender & Co Ltd, Woodchester, near Stroud, Glos. 

O"Voole, Kevin Barry John, A.C.A., 21963; 33 Lucastes 
Lane, Haywards Heath, Sussex. , 

Paul, Roderick Sayers, B.A., A.C.A., a1963; 56 Sweetcroft 
Lane, Hillingdon, Middx. 

Randag, Adrian Gustav, B.A., A.C.A., 21963; Lodge Hill 
Farm, Butlers Cross, Aylesbury, Bucks. 

Thomas, (Miss) Rosemary Helen, A.C.A., a1963; 'Darenth', 
Hickmans Lane, Lindfield, Haywards Heath, Sussex. 
Thompson, Alan, A.C.A., 41963; 141 Armstrong Road, 

Benwell, Newcastle upon Tyne 4. 

$Wickramasuriya, Priyalal Nimalsri, A.S.A.A., 31963; c/o 
Philips Electrical Industries Ltd, Century House, 
Shaftesbury Avenue, London WC2. 

Williams, Alan David, A.C.A., 21963; 32 Staplefield Close, 

: Streatham Hill, London, SWa2. 

Wrightson, Brian Alfred, A.C.A., 21963; 17 Elder Avenue, 

Crouch End, London N8. 


Fellowship 


The Council acceded to applications from eleven 
associates to become fellows under clause 6 of the 
supplemental Royal Charter. 





a Indicates the year of admission to the Institute. 


aS Indicates the year of admission to The Society of 
Incorporated Accountants. 


$ Means ‘incorporated accountant member’. 
*| Means ‘member in practice’. 


Firms not marked t tT or * are composed wholly of char- 
tered accountant members of the Institute. 


T Against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is 
composed wholly of chartered accountants who are members 
of one or another of the three Institutes of chartered 
accountants in Great Britain and Ireland. 


Tt Against the name of a firm indicates that the firm includes 
an incorporated accountant member of this Institute and is 
composed wholly of members of one or another of the three 
Institutes of chartered accountants in Great Britain and 
Treland. 


* Against the name of a firm indicates that the firm is not 
wholly composed of members of one or another of the three 
Institutes of chartered accountants in Great Britain and 
Treland. 
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Incorporated Accountant Members Becoming 
Associates 


The Council acceded to applications from the following 
incorporated accountant members for election as 
associates under clause 6 of the scheme of integration 
referred to in clause 34 of the supplemental Royal 
Charter: 


Elliott, Raymond Faber, a.8.A.A.. a1960; with Price 
Waterhouse & Co, 558 The Royal Exchange, Manchester 
2. 


Fletcher, Desmond Percy Cedric, A.s.a.a., a81955; with 
Arthur Collins & Co, 78 Buckingham Gate, Westminster, 
London SWi1. 


Foy, Pinaki Ranjan, A.s.a.A., a1960; with B. Susman & Co, 
180 Aldersgate Street, London EC1. 


Saldanha, Desmond Joseph, 4.8.4.4., a1960; with Touche, 
Ross, Bailey & Smart, 3 London Wall Buildings, London 
EC2. 


Members Commencing to Practise 


The Council received notice that the following mem- 
bers had commenced to practise: 


Amorin, Joao Newton Eugento, B.COM., A.C.A., a1961; J. E. 
Amorin & Co, P.O. Box 3599, and Matraco House, 
D.929/3 Club Road, Accra, Ghana. 

Archer, Dennis Keith, A.C.A., 21963; Graham G. Bissell & 
Brown, 158 High Street, Aston, Birmingham 6. 

Aulton, John Stuart, A.C.A., a1955; Carline, Watson, Bird & 
Ge Imperial Chambers, Dale Road, Matlock, Derby- 
shire. : 


Binding, Thomas William, a.c.a., a@S1956; Chalmers, 
Wade, Impey, Cudworth & Co, Bank Chambers, Yeovil, 
and at Crewkerne, Wells and Weymouth. 

Blake, George Lovewell, Jun., A.C.A., 31957; Lovewell Blake 
& Co, 2 South Quay, Great Yarmouth, and at Lowestoft, 
Norwich and Thetford, 

Bolton, Michael John, A.C.A., a1961; Platts & Co, 49/50— 
Calthorpe Road, Edgbaston, Birmingham 15, and at 
Bromsgrove and Droitwich. 

Brown, William F.C.A., @1952; Sharp, Parsons, Tallon & 
=o Suffolk House, 5 Laurence Pountney Hill, London 

4. 


Caplan, Woolf, F.c.a., a1950; 44 Green Walk, Hendon, 
London NW4. 

Cawdry, Joseph, A.C.A., 4551953; Clifford Davey & Co, 
5 Dane John, Canterbury, and at Chippenham, Sandwich, 
Swindon and Whitstable. 

Clarkson, Peter Bruce Archibald, A.C.A., a1959; *Winspear, 
Higgins, Stevenson & Doane, Suite 800, 36 Toronto 
Street, Toronto 1, Canada; for other towns see *Winspear, 
Higgins, Stevenson & Doane. 

Cloke, Brian, A.C.A., 41963; Brian Cloke & Co, 27A Sidney 
Street, Cambridge. 

Cock, Basil John, F.c.a., a1949; Bensusan-Butt, Eves & Co, 
8 West Stockwell Street, Colchester, and at Maldon and 
Sudbury. 

Coleman, Thomas John, A.C.A., a1965; Whitnall, Son & 
Langley, Caledonian Buildings, 14 Tithebarn Street, 
Liverpool 2. 

Cook, Kenneth John Charles, A.C.A., a1959; 85 Ashness 
Gardens, Greenford, Middx. 


Faiers, Peter Charles, A.C.A., a1962; *N eville Weston & Co, 
Lloyds Bank Chambers, 3 Queens Street, Ramsgate, and 
at London. 


Garratt, Graham Stanley, A.C.A., arg61; A. Wood & Co, 
I2. Price Street, Burslem, Stoke-on-Trent, and at 
Newcastle, Staffs. 
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MADIG ` 


Punched Card Tabulating Service 


All the advantages of a punched card instal- 
lation without capital cost. 


First-class service and attention to detail. 
Work completed to agreed time-table. 


ANALYSIS OF EXPENDITURE * ORDERS 

LABOUR COSTS ° PRODUCTION COSTS 

PURCHASES * QUESTIONNAIRES " SALES 
STOCK AND WAGES ° STATISTICAL WORK 


STOCK CONTROL ` SALES STATEMENTS, ETC. 
also 


All main and ancillary punched card opera- | 


tions undertaken for punched card users. 


Write for Brochure 


MADIC LIMITED 
13-15 Sheet Street, Windsor, Berkshire 


Windsor 1716 





Income Tax | 
and Profits Tax 


Twenty-fifth Edition 
by H. A. R. J. WILSON, F.ca. 


In this most, up-to-date edition the author 
continues his policy of simplifying and exem- 
plifying the complexities of the legislation re- 
lating to income tax and profits tax. 

Adopted by the Institute of Taxation for 
distribution to its members. 


Price 30s Post free 325. 


A SUPPLEMENT 


containing the changes made by the 
1963 Finance Act is included, or can be 
obtained separately. Price 4s 


HFL (Publishers) Ltd . 


YO EARLHAM STREET, CAMBRIDGE 
CIRCUS, LONDON WC2 
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Don’t lose 


control of 
your company 


EDITH will help shareholders to provide 
for Estate Duty—without loss of control. 
EDITH purchases and holds minority 
shareholdings in private and smaller 
public companies. 





‘Providing for Estate Duty’ 
will be sent on request 


Estate Duties 


Investment 
Trust Limited 


7 Copthall Avenue, London EC2 
National 0581 


and all branches throughout the country 
of the Secretaries and Managers 
Industrial & Commercial Finance 
Corporation Limited 
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The 
Wl 
TRONI 


computes and posts 


simultaneously— 
with multiplication in 
s. d.and/or decima! 


With the complete integration of automatic electronic 

computing and all-purpose, high-speed record posting 

facilities—in one compact unit, divided-job procedures can 
- now become single-stage routines. Instead of the calculation, 

checking and record-posting processes being carried out 

separately on a variety of equipment, they can now be done at 

one and the same time- by one operator on one machine - with 
l only ONE handling of the original media. 














YOUR OWN LIBRARY OF STANDARD FACTORS 


An unlimited range of "factor- 


Note: The COMP J-TRONIC can capture data on punched mats" is available by which vir- 


paper tape or or punched cards. By this means, data tually any standard-factor com- 
required for processing by computer (cr punched card  . : ‘od out d 
system) can be translated into computer or P.C. code ae a . PUtation can be carried out (an 


pure by-product oj conventional, record-posting procedures. checked) entirely automatically. 








ANOTHER STROKE OF GENIUS BY 





The National Gash Register Company Limited, Marylebone Road, London NW1 and all main Business Centres, 1040 Branches im 120 Countries 
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Gray, Anthony John, A.C.A., a1954; *Pentland & Gray, 62 
Regent Farm Road, Gosforth, Newcastle upon Tyne 3. 
Greatorex, Derrick J oseph, F.C.A., a1951; Joseph Crossley 
& Sons, Barton.House, 227 Upper Brook Street, Man- 

— chester 13, and at Wilmslow. 


Hall, David Robert Leslie, A.C.A., 31957; Matthews & Hall, 
Burton Road, Ashby de la Zouche, and at Yoxall. 

Harpin, Sidney Bryan, A.C.A. 41954; W. H. Yates & Co, 
New Walk Gates, 16 King Street, Leicester; also at 
14 King Street, Leicester, Fox & Co. 

Heinrich, Otto Victor, F.C.A., 21938; *E. V. Buchanan & Co, 
P.O. Box 2490, J ohannesburg, South Africa. 

Holmes, John Hubert, A.C.A., 21956; Mellors, Basden & Co, 

. Portland House, 73 Basinghall Street, London EC2. 

Hounsell, Norman, A.C.A., a1958; Lanham & Francis, 
Newbury, Gillingham, Dorset. 

Hutchinson, Ian Hay, A.C.A., aS1956; Kay, Keeping & Co, 
y House, 18 Digbeth, Birmingham 5, and at 

ndon 


James, Derek John, A.C.A., a1954; Cooper Brothers & 
Co, Abacus House, 33 Gutter Lane, Cheapside, London, 
EC2, and at Tehran, Iran. 

Johnson, Kenneth Waterfield, F.C. or a1939; tTMcClelland, 
Moores & Co, Blossom’s Inn, 23 Lawrence Lane, London, 
EC2, and 40/42 Cannon Street, London EC4, and at 
Liverpool. 

Jones, Richard Hugh, F.c.a., 21932; Butterworth, Jones & 
Co, 18 Hammet Street, Taunton, Somerset, and at 
Bridgwater, Burnham-on-Sea and Weston-super-Mare; 
Ge at Portland and EOD M Qi Jones 

o. 


Kaye, lan Hamilton, A.C.A., 41957; Norman Waud & 
Hollingsworth, 2 Peckitt Street, York. 

Kirstein, Ivor Malcolm, A.C.A., a1960; Ivor Malcolm 

, Kirstein & Co, 12 River Court, Corbett Road, Wanstead, 

` London Err. 


Loud, William Henry, *.C.4., 491948; Burridge, Loud & 
Co, 70 Park Street, Bristol 1. 

Marshall, Kenneth Richard Paul, a.c.a., 41958; Morison, 
Rutherford & Co, 20 Eastcheap, London EC3. 


Martin, David Francis, A.C.A., a1959; Butterworth, Tones 
.. & Co, 7 Castle Street, Bridgwater, Somerset, and at 


Burnham-on-Sea, Taunton and Weston-super-Mare; ` 


also at Portland and Weymouth, *Butterworth, Jones 


o. 

Mihill, Dennis George, A.C.A., a S1954; Mercer & Hole, 
72 London Road, St Albans, and at Hatfield. 

Mitter, Henendra Prosad, B.A., A.C.A., 41954; TTP. K. 
Mitra & Co, P7 Mission Row Extension, Calcutta 1, and 
at Darjeeling. 


Neville, Dennis John, B.8C.(ECON.), A.C.A., 41957; C. Neville 


& Co, Standard House, 52/54. Gray’ s Inn Road, High 


Holborn, London WCi; also at Kaduna, Kano and 
Lagos, Pannell Fitzpatrick Graham and Crewdson. 


Pearce, William Moore, A.C.A., @1959; Hartley Turner & 
Son, Royal London House, 196 Deansgate, Manchester 3. 

Percival, Alan Lester, A.C.A., a1961; Joseph Crossley & 
Sons, Barton House, 227 Upper Brook Street, Manchester 
13, and at Wilmslow 

Plumpton, Allan Lionel: A.C.A., @S1954; J. A. Plumpton 
Co, Chancery House, 23 Highbury Crescent, London 

5. 

Reeves, Clive Michael, A.C.A., a1962; Reeves Brothers & 

K Co, 36 Southover, London Nr2. 

‘Reeves, David Bertram, A.C.A., a1961; Reeves Brothers & 
Co, 36 Southover, London N12. 

Rogers, William Ronald, A.C.A., 41963; Clarkson, Hyde & 
Co, 54 Old Broad Street, London EC2, and at Romford. 

Rowe, Andrew Sutherland, A.C.A., 21959; Howard Jolly, 
Rowe & Co, 59 Harpur Street, Bedford. 


Saunter, Peter, A.C.A., a1961; Saunter, Chappell & Co, 
2 Clement’s Inn, Strand, London WC2, and at Ilford. 
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Savill, Roger Stewart, A.C.A., 21958; Butterworth, Jones & ` 
. Co, 7 Castle Street, Bridgwater, Somerset, and at 
` Burnham-on-Sea, Taunton and Weston-super-Mare; 
"Yo at Portland and Weymouth, *Butterworth, Jones 


Sayed, (Mrs) Eva, A.C.A., a1958; E. Sayed & Co, Jodhamal 
Building, Rattan Chand Road, Lahore, West Pakistan. 
Sear, Richard Edward, F.C.A., aSt9st; Mercer & Hole, 72 

London Road, St Albans, and at Hatfield. 

Smith, Bernard Ewart Prestoe, F.C.A., a1939; TPrice 
Waterhouse & Co, Union Corporation Building, Marshall 
Street, Johannesburg, and at Cape Town, Durban and 
Port Elizabeth. 

Smith, John Edward, A.C.A., a1952; Holman & Co, 204 
Fi insbury Court, > Finsbury Pavement, London EC2. 

Sparrow, John Owen, F.c.A., a1951; Sharp, Parsons, 
Tallon & Co, Suffolk House, 5 Laurence Pountney Hill, 
London EC4. 

Spittle, Anthony Trevor, B.COM., A.C.A., 41955; TDeloitte, 
Plender, Griffiths & Co, 5 London Wall Buildings, 
Finsbury Circus, London EC2 

Stanley, John Charles, a.c.a., a1954; J. C. Stanley & Co, 
Harbrook House, 8 Park Road, Beckenham, Kent. 

Suggett, Richard, A.C.A., a1961; *Reeve & Duffin, Barclays 
Bank Chambers, 105] 107 Bath Street, Ilkeston, and at 
Nottingham. 


Valentine, James Hamilton, A.C.A. » 41962; A. E. Tupman 
& Co, 7 Firth Street, Oldham. 

Venning, Bernard Bruce, A.C.A., 41955; TTPulbrook, 
Wright & Underwood, Anchris House, Canberra Avenue 
(P.O. Box 1772), Kitwe, Northern Rhodesia, and at 
Bulawayo, Salisbury and Umtali. 


Viner, John Harold William, A.C.A., 41963; John H. Viner 


& Co, 233 Strand, London WCz. 


‘Walker, Robert, A.C.A., aS81954; Shuttleworth & Haworth, 


Lloyds Bank Buildings, 53 King Street, Manchester 2. 


Watson, Harold Kenneth, F.c.a., a1947; 2 Hill View Close, 


‘Tadworth, Surrey. 

Wheeler; Richard Thomas, A.C.A., 21958; Cocke, Vellacott 
& Hill, 16 Berkeley Street, London Wi. . 

Witard, Percy Alan, F.C.A., 41950; Bensusan-Butt, Eves & 
Co, 8 West Stockwell Street, Colchester, Essex, and at 
Maldon and Sudbury. 


Admission to Membership under the Scheme 
of Integration 


The Council acceded to one application for admission 


to membership of the Institute under clause 5 of the 


: Scheme of integration referred to in clause 34 of the 


supplemental Royal Charter. 


Re-admission to Membership 


Subject to payment of the amount required by the 
Council, one former member of the Institute was 
re-admitted to membership under clause 23 of the 
supplemental Royal Charter. 

It was reported to the Council that the following 
re-admissions, made at the Council meetings on 
August 7th, September 4th and October 2nd, 1963, 
subject to payment of the amounts required, had 
become effective: 


$Baines, Vivian Muspratt, A.S.A.4., 31959; c/o Barclays 
B .C.O., x Cockspur Street, London SW1. 

Browne, Conrad Rutherford, A.c.A., a1927; clo King’s 
College, Budo, P.O. Box 121, Kampala, Uganda. 

Jeffries, Kenneth Alan Gilder, A.C.A, @S1956; K. A. 
d oe & Co, 119 Alleyn Park, West Dulwich, London 

Sanders, Frederick Louis, A.C.A., aS'1957; Chief Accountant, 
Avon Cosmetics Ltd, Nunn Mills Road, Northampton. 
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Change of Name 


The Secretary reported that the following changes of 
name have been made in the Institute's records: 


Lippa, Colin Michael to Lewis, Colin Michael. 
Griffith, Robert Wynne to Wynne Griffith, Robert. 
Singh, Ranbir to Rathore, Ranbir. 


Resignation 


The Council accepted the resignation from member- 
ship of the Institute of: 


Ogg, Herbert William, F.c.a., a1928; Caixa Postal 2834, São 
Paulo, Brazil. 


Deaths of Members 


The Council received with regret the Secretary's 
report of the deaths of the following members: 


Mr Godfrey Anderson, F.c.a., Newcastle upon Tyne. 

» Leslie Arthur Anderson, F.c.A., London. 

» Sydney Isaac Aylett, F.c.A., St Albans. 

» John Eaton Bird, r.c.A.; Chesterfield. 

» John William Boothman, r.c.^., Blackburn. 

» Kenneth Burrow, ?.c.a., Bradford. 

; Horace Jordan Leslie Cawood, F,C.A., Sheffield. 

» Harold Edward Clarke, F.c.a., Torquay. 

» William Reginald Clemens, c. B. E., J-P., F.C.A., London. 

», Richard Seymour Cobley, F.c.A., Bideford. 

» Robert Edward Cooban, F.C.A., Harrow Weald. 

» George Kenneth Cook, F.c.a., Liverpool. 

, Stanley William Crimes, F.C. x Redruth. 

»» Silas Danby, D.S.0., M.C., F.C. A. Norwich. 

» Guy Ambler Davies, F.C. A. Kokstad, South Africa. 

». Michael John Fardell, A. C.A., Umtali, Southern 
Rhodesia. 

», Frank Leslie Felton, F.c.a., Birmingham. 

» William Edward Fitzhugh, B.COM., F.C.A., Stanmore 
Common. 

», Arthur Gait, F.c.A., Paignton. 

» Hilton Wooldridge Godby, r.c.A., Cape Town. 

», Ellis Green, F.C.A., Manchester. 

» Oliver Greenwood, M.A., F.S.A.A., London. 
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Mr Alfred Charles Hall, r.c.4., London. 
, Ronald Thornley Hanson, F.c.a., Leeds. 
, Alfred Percy Horton, F.C.A., Ewell. 
» Geoffrey Philip Horton, B. sc. (ECON.), F.S.A.A., Maid- 
stone. 
» Albert Edward Jepson, F.c.a., Barton-on-Sea. 
, Ernest Featherstone Kellett, F.C, A., London. 
; Herbert Stanley Lewis, F.C.A., London. 
», William Slade Lynn, F.c.A., Brighton. 
» Donald Ross Mackay, r.c. ^. Penmaenmawr. 
, Everard Pilkington Major, SOA. , Birmingham. 
» Terence O'Suilivan, F.C.A., London. 
», Reginald Arthur Pearce, F. c. A., Yeovil. 
, Donald Leslie Pearson, r.C.A., "Doncaster. 
» Victor William Edward Picknell, F,S.A.A., Eastbourne. 
» lom Brown Rich, r.c.A., St Anne's on the Sea, Lancs. 
» William Burn Richardson, F.C.A., Gateshead. 
, Edward Schofield, r.C.A., Rossendale, Lancs. 
» Joseph Charles Sherrott, F.c.A., London. 
» Leslie Stanier, F.C.A., Nuneaton. 
» George Leighton Steeley, A.C.A., Solihull. 
» Wilfred Sultan, F.c.A., Sidcup. 
» Henry Sunley, F.C.A., ‘Worthing. 
, Stanley Douglas Thompson, F.C.A., Beeston, Notts. 
,; Eric Thomas Thurlow, F.c.a., Guil idford. 
» Cecil James Croydon Tildesley, F.C.A., Wolverhamp- 
ton. 
Eric Dunbar Wackrill, F.s.a.a., Harpenden. 
Miss Freda Rickard Wilks, A.C.A., "Bath. 
Mr Ian Birrell Wilson, F.C.A., Karachi. 
;» Maurice Belcham Wright, F.C.A., Croydon. 
„ Harry Yates, F.C.A., Ulverston. 


Exclusions Expunged 


Ar hearings by the Disciplinary Committee on July 3rd, 


1963, the Committee decided that Mr Norton Wallis 
Osborne, F.c.A., and Mr George Maurice Pain, F.C.A., 
be excluded from membership for non-payment of 
subsctiptions. It has been reported to the Council that 
notification has now been received that Mr Osborne 
and Mr Pain died in 1962 and accordingly the Council 
resolved that the exclusion of Mr Osborne and Mr Pain 

be expunged. PAN 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 
hearings held on October rst, 1963. 


À formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Alfred 
Lionel Shrebnick, F.c.a., had been guilty of acts or 
defaults discreditable to a member of the Institute 
within the meaning of sub-clause (3) of clause 21 of 
the supplemental Royal Charter in that he failed 
within a reasonable time, or at all, to reply or take any 
action in response to five letters addressed to him by 
an Under-Secretary of the Institute in regard to an 
allegation made by a solicitor that the said Alfred 
Lionel Shrebnick had failed to discharge properly his 
duties as liquidator of a limited company, so as to 
render himself liable to exclusion or suspension from 
membership of the Institute. The Committee found 
that the formal complaint against Alfred Lionel 
Shrebnick, F.c.a., had been proved and the Committee 
ordered that Alfred Lionel Shrebnick, F.c.a., of 115 
Hare Lane, Claygate, Surrey, be reprimanded. 


A formal complaint was preferred by the Investi- , 
gation Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a fellow 
of the Institute had been guilty of acts or defaults 
discreditable to a member within the meaning of 
sub-clause (3) of clause 21 of the supplemental Royal 
Charter in that he failed within a reasonable time 
(a) to hand over certain papers belonging to a former 
client and to supply information required by her new 
accountants and/or by her bankers; (b) to reply or take 4 
any action in response to four letters addressed to hi 
by an Under-Secretary of the Institute, so as to render 
himself liable to exclusion or suspension from member- 
ship of the Institute. The Committee found that the 
formal complaint had been proved urider both headings 
and the Committee ordered that the member be 
admonished but considered that there existed special 
circumstances justifying the omission of his name from 
the publication of the Finding and Decision. 
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FINDING AND DECISION OF THE APPEAL COMMITTEE 
r Finding and Decision of the Appeal Committee of the Council of the Institute appointed pursuant to bye-law 


e. 


108 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a hearing held 


on November 5th, 1963. 


The Appeal Committee heard an appeal against the 
Finding and Decision of the Disciplinary Committee 
of the Council of the Institute upon a formal complaint 
preferred by the Investigation Committee of the Coun- 
cil to the Disciplinary Committee that Benjamin 
Seitler, a.c.a., had been guilty of acts or defaults 
discreditable to a member of the Institute within the 
meaning of sub-clause (3) of clause 21 of the supple- 

, mental Royal Charter, so as to render himself liable 
| to exclusion or suspension from. membership of the 
' Institute, in that following the publication of a news- 
paper advertisement in the following terms: 
| ‘Busy Manchester Estate Agents interested in meeting 
z Solicitor willing to enter into business arrangement: 
, strict confidence observed.’ 
| by an agency company of which he was manager he in- 
— terviewed a solicitor on December 31st, 1962, and at that 
| interview madestatements to the following effect namely: 
That the agency sold about three or four properties, 
mainly shops, a week. That some of the customers did 


not have solicitors. That he would be willing to recom- 
mend the successful applicant to these customers. That 
he would accept in return a sum of money equal to one- 
third profit costs of the solicitor. That as an accountant 
he was aware of the ethics of the matter and realized that 
there were difficulties. That it would have to be a gentle- 
man’s agreement as it would not be possible to put any- 
thing in writing and there would be a difficulty in showing 
the transaction in the solicitor’s books: 


thereby indicating that he knew it would be improper 
for a solicitor to enter into such an arrangement. The 
Appeal Committee affirmed the Finding of the Dis- 
ciplinary Committee that the forma! complaint against 
Benjamin Seitler, A.C.A., had been proved but varied 
the Order of the Disciplinary Committee that Benjamin 
Seitler, A.C.A., of 36 King Street, Manchester 2, should 
be excluded from membership of the Institute and 
ordered that Benjamin Seitler, a.c.a., be suspended 
from membership of the Institute for a period of two 
years from November 5th, 1963. 


MEMBERS’ LIBRARY 


i 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks by purchase and 


gifts are the following: 


` The British Economy; by R. Harrod. 1963. (McGraw-Hill, 


308.) 

Charlesworth’s Mercantile Law; by J. Charlesworth: tenth 
edition by C. M. Schmitthoff and D. A. G. Sarre. 1963. 
(Stevens, 305.) 

—Lost Accounts; by W. W. Bigg, F.C.A.: eighth edition. 1963. 
(Macdonald & Evans, 22s 6d.) 

Directory of Computer Service Bureaux in the United 
Kingdom; by J. T. Graham. Hatfield. 1963. (Hatfield 
College of Technology, 215.) 

Directory of Opportunities for Qualified Men; (edited by 
C. Labovitch and A A. Bridgewater). 1963. (Cornmarket 
Press, 12$ 6d.) ' 

Disclosure in Company Accounts; by H. Rose. 1963. 
(Institute of Economic Affairs, ros 64.) 

The First Hundred Years of the Standard Bank...; 
by J. A. Henry and H. A. Siepmann. 1963. (O.U.P., 
presented.) 

Guide to the Establishing of Industrial Operations in the 
Netherlands. (Ministry of Economic Affairs at the Hague.) 
ene 1962. (M. of E.A. at the H., 36s.) (Loose- 

eaf. 

Handboek voor de Naamloze Vennootschap naar Neder- 
lands recht; by E. J. J. Van Der Heijden and W. C. L. 
Der Grinten. Zwolle. 1962. (N. V. Uitgevers — Maats- 
chappij W. E. J. Tjeenk Willink, 1005.) 

Handbook of. Sampling for Auditing and Accounting: 

| Vol. r-methods; by H. Arkin. New York. 1963. 
(McGraw-Hill, 1015.) ! 
! Hotel Accounting; by E. B. Horwath, L. 'Toth and ]. D. 
i Lesure: third edition, New York. 1963. (Ronald Press, 


roos.) . 

Input-Output Relationships 1954-1966; {by R. Stone, 
J. Bates and M. Bachrach). Cambridge. 1963. (Depart- 
ment of Applied Economics, 12s 6d.) : 

The Institution of Public Accountants in Ancient Greece. 


(Institute of Certified Public Accountants of Greece.) ` 


Athens. 1963. (I.C.P.A.G., presented.) 


International Monetary. Co-operation 1945-63; by B. Tew: 
seventh edition. 1963. (Hutchinson, 155.) 

Introduction to Positive Economics; by R. G. Lipsey. 1963. 
(Weidenfeld & Nicolson, 455.) 

Managing Capital. Expenditures; by N. E. Pflomm. New 
Hia ( 963). (National Industrial Conference Board, 

20.00, 

Modern Management Methods PERT and CPM: program 
evaluation review technique and critical path method; by 
D. M. Stires and M. M. Murphy. Boston, Mass. 1963. 
(Materials Management Inst. 705.) 

New Decision-making Tools for Managers: mathematical 
programming as an aid in the solving of business prob- 
lems; edited by E. C. Bursk and J. F. Chapman. Cam- 
bridge, Mass. 1963. (Harvard U.P., 645.) 

Office Organization and Method; by G. Mills and O. 
Standingford: third edition. 1963. (Pitman, 22s 6d.) 

Organization in Business Management: a guide for mana- 
gers... ; by W. Puckey. 1963. (Hutchinson, 355.) 

Proceedings: International Conference on Accounting 
Education. (Center for International Education and 
Research in Accounting.) Urbana, Illinois. 1962. 
(C.LE.R., presented.) 

Report of the Committee of Inquiry on Decimal Currency: 
Cmnd. 2145. (Committee of Inquiry on Decimal Cur- 
rency.) 1963. (H.M.S.O., 155.) 

The Rise and Decline of the Medici Bank 1397-1494; by 
R. i Roover. Cambridge, Mass. 1963. (Harvard U.P., 
50$. 

Salesmen's Cars Expenses and Allowances 1963. (Tack 
Management Consultants.) (1963). (T.M.C., 126s.) 

Successful Management for Contractors; by L. C. Miller. 
New York. 1962. (McGraw-Hill, 545.) | 

'Taxation in Western Europe 1963: a guide for industrialists. 
(Federation of British Industries.) 1963. (F.B.I., 305.) 

Understanding Operations Research. (Canadian Institute 
of Chartered Accountants.) Toronto. 1963. (C.I. of C.A., 
presented, $2.50.) 
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Reproduced below are the sixth annual accounts of C.A.R.B.S. for the year ended May 31st, 1963 


Income and Expenditure Account for the year ended May 3rst, 1963 























1962 7962 
£ £, £ £ £ 
BENEFITS i MEMBERS SE 
978 Annuities ae ae ne ae om as 1,309 Section A » ep e^ 35.343 
7/5 | Contributions returned on death .. .. «æ 2189 ae ion 2 " So. s Bale 
; — à tion D ee DÉI 
7,603 3.468 Section D .. m E 42.632 
7,690 4090 less Recoverable from insurers .. ds eoo 3,483 100216 
E" Interest borne by the scheme s m Ss 15 f less Premiums to insurers DN 98,217 
2,656 Commissions earned and retained .. ee, ets 1,999 ' 
ADMINISTRATION EXPENSES 
eme secretaries’ remuneration .. - S o 14533 409 Deposit INTEREST is Së i 35 a = 158 
Services of Institute staff s 750 
Actuary s fee 50 DEFICIT FOR THE YEAR .. v Ge d oe re 463 
Legal charges : : 
Audit fee as oa ne *» 300 
Printing, stationery and sundries .. eu es 
2,605 
£2,620 £3,775 £2,620 
. f 
Balance Sheet — May 31st, 1963 - | 
H 
7962 1962 j 
£ - LIABILITIES £ £ £ Current Assets i £ £ 
Insurers eon aes as ees ea 24,153 218 Debtors ae ae ee ae of a. 108 
Beneficiary 15,000 | Deposits Ce Ke eg A dë .. 190,000 ` 
Other creditors 877 71472] Bank balances Ge e vi .. 16,434 ` 
Gebees in suspense less payments thereout to 
insurer 8 29,990 26,542 
The Institute of Chartered Accountants in “England 
and Wales .. 4,750 5,40 INITIAL Expenses s 5,140 
Chartered Accountants Employees Superannuation 
Scheme on ae ae oe Pat 522 
——— . Nore: The actuary reported as on May 31st, 1962 
30,310 tant the ponents of the scheme ee! lly i nra 
and that, ture commissions earned an eposit 
" "A Merge 1960 T 1.835 een ae eal equivalent to 
less Deficit for ibo year to date ic '463 the expenses of administration, the fund wouk 
1.835 = 1,372 bris in Se satiety Fond t although Ls 
i ; ’ would not sible to repay the balance due to 
en D ser e Accountants Trustees The Institute of Clavier ër in England 
S H.C and Wales. The trustees concur with this opinion. 
, H. GILLETT 5. 
EN Joun D. Russe. D trectors Me Stier E 
£35,130 £31,682 £35,130 £31,682. 
REPORT OF THE ÁUDITORS TO THE TRUSTEES OF THE CHARTERED ACCOUNTANTS RETIREMENT BENEFITS SCHEME 
We have examined the above balance sheet and income and expenditure account which in our opinion give a true and fair view respectively of the 
state of the Scheme’s affairs as at May 31st, 1963, and of its income and expenditure for the year ended on that date. 
L. W. BINGHAM Chartered 
September 25th, 1963. Leonarp PELLS ceountants s 


JOHN FOORD & COMPANY | 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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The Chartered Accountants Employees Superannuation Scheme 


SIXTH REPORT OF THE COMMITTEE TO THE MEMBERS 


The sixth annual general meeting of members of C.A.E.S.S. will be held at 
the Hall of the Institute, Moorgate Place, London EC2, at 2.30 p.m., on 
Tuesday, November 26th 
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Contribution income in the year ended May 31st, 1963, 


amounted to £103,9 52. The comparative figure of 


£103,451 for the previous year included a special 
initial contribution of £8,094 in respect of past service 
by a new participating firm and there has therefore 
been an increase of about 9 per cent in normal con- 
tribution income relative to the previous year. 
Members contributing to the scheme as at May 31st, 
1963, totalled 1,109 and the number of firms participat- 
ing was 244. In addition to contributing members, 178 


members who had left the service of participating em-- 


ployers had retained paid-up pension rights in the 
scheme. The detailed figures are as follows: 














from the scheme who had less than {100 of contribu- 
tions to their credit. The appropriate sums in respect 
of their employers’ contributions have been credited 
to the contribution suspense accounts of the participat- 
ing firms concerned. 

The National Insurance Act, 1963, made changes in 
the State Graduated Pension Scheme which necessi- 
tated changes in C. A.E.S.S. so that it could continue 
as a basis for non-participation. 

It was also considered desirable to take advantage of 
recent relaxations in the requirements of the Inland 
Revenue authorities in respect of approved schemes, 
which allow an employee who is absent from employ- 











Male Female ment through sickness to continue membership 
Total contributing NEUE as at indefinitely and also allow greater freedom as to com- 
May 31st, 1962 920 147 mencement and cessation of series of additional con- 
« Entrants ne the year to May 31st, tributions payable by employees. Accordingly on the 
1963 I 158 32 proposal of your committee the Institute has made all 
i 3 RR these alterations. 
We (07 179 During the year a members committeeman, Mr 
Withdrawals: and deaths during the G. L. Yates Mercer, resigned from the committee on 
year .. : SC . .. n8 30 ceasing to be in eligible employment. The vacancy has 
€— been filled by the members’ committeemen under 
*—'l'otal existing contributing member- Clause 25 (12) of the Trust Deed by the appointment 
1 ship as at May 31st, 1963  .. , 960 149 of Mr J. A. C. Kirke, who retires at the annual general 
Total number of members retaining meeting and, being eligible, offers himself for re- 
in the scheme but whose contribu- D election 
tions have ceased  .. I 12 : . . : 
Taal number of members at E y Mr C. H. Pittmann retires from the committee under 
Clause 25 (1r) of the Trust Deed and is eligible for 
gist, 1963 .. = Ss .. I,126 161 : 
uà re-election. 
Contributions to a total of £2,366 were refunded dur- R. W. L. Erg, 
ing the year to those of the members withdrawing Chairman. 
Fund Account for the year ended May 31st, 1963 
1962 1962 
£ £ £ £ £ 
BENEFITS 103,457]  CowTRIBUTIONS . 34 a T e 103,952 
Lump sums on death e .. 8,523 
less Claims on insurers .. a. ex ix 525 6,755 | less Withdrawals "T 6,746 
— 283 ncome Tax relative thereto — .. 237 
Proportion borne by the scheme 7,998 673 ` Reinsurance of death risk $a .. 730 
ADMINISTRATION EXPENSES 7,651 7,713 
eme secretaries remuneration .. sd .. 2,045 —— —— 
Services of Institute staff... is = T 250 95,800 96,239 
Actuary's fee 
Legal and other Geng charges fe a 262 INVESTMENT INCOME 
Medical fees .. sé s is vs 36 9,237 | Gross .. Gë eg ,. 13.506 
Audit fee. he (dd 375 7,601 ` kss Irrecoverable income tax .. 1382 
Printing, stationery and sundries .. " a, 153 genes 
— 8,077 12,124 
3,121 
Deficit on realization of investments 
BALANCE transferred to Accumulated Fund .. 97.244 
£108,363 — £703,877 £108,363 
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Balance Sheet — May 31st, 1963 
7962 1962 3 
£ £ : £ £ 
ÅCCUMULATED 286,555 INVESTMENTS at cost per schedule - 380,865 


Balance at Med y dst, 1962 .. .. 294903 (2.359. 665) (Value at middle market prices £455 730) 
add Balance of fund account for the year .. 97,244 
































294,903 Cona en 115 
Current {LIABILITIES me: epayments . on aa en ae oe 
Debtors » is EN . 1,350 
i G07 Credi t ae aa ee 
68 Contributions i in advance m vs d. SC om tions receivable. 2 ida | $09 
kis pornos. Ki ae S i i d x Chartered Acainn Retirement Benefits Scheme . 522 
2,417 6211 ` 70800 l 12,570 
gres Dags 7 ; SH 4,675  INrriAL EXPENSES WA D. de Abs — 495 4,675 
Loan nstitute of Charter countants i 
in England Ee to meet intial ex M e in tes 
trustees intend to r wi 
WU. albe a ee ue ve QS v 4,750 E and iere eren 
showed a surplus of £2,910 after £893 of non- 
On behalf of Chartered Accountants Trustees strip quis udi osi qs vd 
ited as trustees; S. H. GixrT had been set aside by the sctuary as a special reserve, 
. D Directors : On the recommendation of the actuary the surplus is 
Jonn D. Russet. being carried forward unappropriated. 
£302,070 £403,108 £302,070 £403,108 
S 
no OF THE AUDITORS TO THE TRUSTEES OF THE CHARTERED ACCOUNTANTS EMPLOYEES SUPERANNUATION SCHEME 
We have examined the above balance sheet and fund account which in our opinion give a true and fair view respectively of the state of affairs of 
the Fund as at May 3st, 1963, and of the relevant transactions for the year ended on that date. 
L. W. DUM Se ered 
September 25th, 1963. . LxoNagD PELLS Accountants 
Schedule of Investments — May 31st, 1963 -` 
Middle Market 
ri f Fixen Inverest fraler £ eg £ £ de 
1,731 3 per cent Savings Bonds, 1960-70 oe on en st ae ve ee es as os £2,150 1,731 1,903 
7,007 7 3 per cent Savings Bonds, 1965-75 . t. ae ow PE aa aa ae ae aa £1,400 1,001 1,155 
-— DÄ per cent Treasury Stock, 2008-12 d» ae koc "ës "EV i .. £33,000 32,078 . 33,165 
Variante Dtvipenp d ——— 34810  ——— 3622 
Insurance Compan . ) 
10,478 ys Bank Ltd Ordinary Stock T £4,200 10,478 11,865 
4,301 Commercial Union Co Ltd 5s Shares .. 2,000 4,301 5,027 
5,206 Eagle Star Insurance i be vs 2,250 5.206 10,376 
711,843 Equity and Law Life Assurance Society Ltd Ordinary 5s Shares e, 1,500 11,843 8,250 
70.376 - General Áccident Fire & Life Assurance dese Ltd Ordinary Stock. .. rer. uaa E £646 11,081 9.266 
9,671 Guardian rance Co Ltd Ordinary ws va vs x zs Se 4,000 9,670 7,992 
9,215 Legal & General Ee Society Li Ltd ‘Ordinary 51 Shares EU ae ge Se Ze Se 300 9.215 10,301 
— Lloyds Bank Ltd A M £l Sar a SS Si eg vs S Sa 25 SS 3.000 8,241 7,725 
7,686 Midland Bank L £I Shares aa en ee ne DR? ap "a ‘sa ee 2,000 686 7,800 
3450 RE & = pose Sh Ltd Ordinary £1 Shar | | ia +300 Aë 5 ` 
y erm pioyers n 
7/329 ME aLa A E She. e Qu 0 3 0 — 736 6,975 
RE LA OC DE và ge" es £825 6,907 6, d 
Investment Trusts -——— 111,778  ——- 117,278 
4,406 Anglo- American Securities ration Ltd CORRER 5 mic T s Sei Aë T" 6,000 4,406 8,175 
4,805 Ailes Elects & General Trust Led Ordinary e Shapes LONE OH Zo oXoazBé 4895 12; 
8,728 ritish Investment Trust Ltd Cae 5s Shares Se Si m KR P = de 21.000 8,728 15271 
4,052 Pontem lege Trust Co Ltd Ordinary 5s Shares. .. EE ei a " es T 7.000 4,952 6.145 
5,272 Edinburgh Investment Trust Ltd Deferred Stock ih " SS M Se .. £3,000 5.272 7.650 
6,11 English & Caledonian Investment Co Ltd ust 5s Shares eg us i 8,500 6,111 11.851 
12,557 Foreign & Colonial [Investment Trust Co Ltd Ordinary 5s Shar es m 20,000 12,557 15,875 
uardian Investment Trust Co Lid Ordinary 5s Shares ss A 15,000 8,677 11,763 
711,47 International] Investment Trust Ltd eeng o 5s Shares., — .. ER ge 8,000 11,147 13.500 
6,729 Lake View Investment Trust Ltd Se Shares . M» M En 2,750 6.729 8,481 
4,417 London Trust Co Lid Deferred a Si Sa £1.500 4411 9.147 
10,215 ttish National Trust Co Ltd CE ay Stock E. ua £2,750 10,215 11,926 
4,956 Scottish Western Investment Co Ltd ae, Stock ` £1,800 4,956 8,910 
Second Scottish Investment Trust Co L e Ordinary Stock .. J! ve £1500 6.530 10.119 
5,138 Sphere Investment Trust Ltd Ordinary 5s Shares E i. 24 is 000 5,138 11.510 
5,748 Trustees Corporation Ltd Ordinary Stock "S er e e .. £1,650 5,748 12,870 
|: §,278 United States Debenture Corporation tad Ordinary Stock — .. is i 22 2 Se ,000 5.278 11.400 
4,878 Witan eoi Co Ltd Ordinary 5s Shar. i v un is Së Se s 11,500 ' 7,933 9,919 
Industrial ——— {73,683 — 197,120 
— Allied Breweries Ltd Ordinary 5s Shares vá ge ih d vs $5 D 18,000 12,084 11.700 i 
4131 Baa bec t Oas e ode de d» de a MD. aa 3888 
— Boots Pure Drug Co Ltd Ordinary 5s Shares Sé " - s A ES 4,400 6.056 5,341 
— British Insulated Callenders Cables Ltd Ordinan Stock bag. cu " E ey £200 6,202 . 6,660 
— Capital & Counties Property Co Ltd Ordinary Hoek Sé a au AM Kai we £875 7,863 5.863 i 
10,594 City Centre Properties Ltd fumer Ss Shares . a d 7 T ep is M 3,400 10,594 7,650 
6,787 Distillers Co Ltd Ordi inary 10s Shares ow we DÉI ae an an DÉI we 3,150 6.181 5.040 — 
5,984 ` Glaxo Group Ltd Ordinary St ock . E 2s e E 22 E Si e £1,250 5.584 5.675 
3,916 Great Universal Stores "Ltd *A’ Ordinary Stock | E Si Sé m £650 4,076 6,955 
8,275 Imperial Chemical Industries Ltd Ordin Se T và " £3,830 8,275 11,959 
7,951 İmperial Tobacco Co (of Great Britain Ge? Ltd Ordinary Stocke CONO NO S 6 755 733] 
5,103 Peachey Property Corporation Ltd Ordinary 5s Shares s SS Ge i 6.000 5,193 3.975 
— m Hovis einig e Ltd Ord dinary Stock Vs Ge NS Do m - &2,000 7,457 7,350 
7,577 Martins Prope Tolling) Lid n Ltd Ordinary 5s Shares dd E we Us i ve 5,625 7,577 6,047 
— W. H. Smith & Son Hold Ordinary Shares... is Es " vs m Se 1.200 4,942 5,212 
6,416 Stewarts and Lloyds Ltd Ordi £l Shares .. de EDT We KS Së es 2,500 6,416 4,453 


——— 110,92 — — — 105,109 
£256,555 . "uu m ; . $380,863 . . £455,730 
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PROFESSIONAL NOTICES 


Mn K. E. Carr, F.C.A., of 67 New London Road, 
Chelmsford, announces that he is now practising in 
association with Messrs Witson, Bice & Co, of 
London. His practice will continue from 67 New 
London Road, Chelmsford, under the name of WILSON, 
Bicc, Carr & Co. Mr C. C. Bice, F.c.a., of Messrs 
WhiLsoN, Bice & Co has joined him as a partner. 


Messrs Kgevit, Peters & Horcnorr, of 32 St James's 

Street, St James’s, London SW1, announce that Mr 

| A. L. Low, F.C.A., F.A.C.C.A., thas retired from the 

partnership and that Mr D. C. MURPHY, F.C.A., has 

been taken into partnership. They also announce ' that 

* the branch office at 162 King’s Cross Road, King s 
P Cross, London WCz, has been closed. 


L Messrs Lewis, KALMAN & Co, Certified Accountants, 
announce that their address is now 640A Finchley Road, 

, London NWix. 

| Messrs Martin, Rata & Partners, of Sicilian 

. House, Sicilian Avenue, London WCr, announce that 

' they have taken into partnership Mr R. R. COPPEN, 
A.A.C.C.A., and Mr A. B. CLEMENT, A.A.C.C.A., formerly 
employees of the firm. The name of the firm remains 
unchanged. 

Messrs Passer, MILLER & Co, Chartered Accountants, 

of 43 Portland Place, London Wt, announce that they 

^ have admitted into partnership Mr RONALD GORDON, 

^ A.C.A. The style of the firm will remain unchanged. 

| ^ Messrs STAINES, GILLINGHAM & Co announce that 
their address is now Argyle House, 29-3r Euston 
Road, London NWr. Telephone Terminus 0717-8. 

Messrs W. H. WALKER & Co, Chartered Account- 

ants, announce that they have opened an office at 
Martins Bank Building, Parliament Street, Ramsey, 
Isle of Man. Telephone Ramsey 2270. 


Appointments - 
Mr Richard Atkinson, F.c.a., has been appointed 


| group secretary' of the Fairfeld ‘Shipbuilding and: 


Engineering Co Ltd. ` 

Mr E. W. Gregoire, A.A.C.C.A., has been appointed 
deputy auditor general, Government of 'Trinidad and 
'Tobago. 

Mr M. D. McConnie, A.A.C.C.A., has been appointed 
chief accountant, Trinidad and T'obago Electricity 
Commission. 

Mr A. G. Scrimshaw, F.C.A.,, has been appointed 
deputy chairman and assistant managing director of 
Wolsey Ltd. 
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OBITUARY 
David Sirkin, F.C.A. 


We have learned with regret of the sudden death 
of Mr David Sirkin, F.c.a., a partner in the firm of 
Thornton Baker & Co, Chartered Accountants, of 
Leicester. 

: Born in London on December 14th, 1895, his family 
moved to Leicester about the turn of the century. He 
was educated at Alderman Newton's School, of which 
he was latterly a governor. Admitted to membership 
of the Society of Incorporated Accountants in 1924, 
Mr Sirkin soon afterwards became a partner in Baker 
& Co, and was mainly responsible for the development 
of the firm of Thornton Baker & Co. 

Always interested in the progress of his profession, 
Mr Sirkin was a founder supporter of the Society's 
first Cambridge Summer Course, at Gonville and 
Caius in July 1934. He also took an active interest in the 
Leicestershire Society of Incorporated Accountants, 
serving as President for two years in the 1950s. He 
was a member of The Institute of Taxation and The 
Royal Statistical Society and the author of the book 
A Plain Guide to the Financial Situation published in 


Ms hobbies were golf (with the aid of every golf 
book ever published) and support for the local cricket, 
rugger and soccer sides. His comments on individual 
performances betrayed his own high standards of 
courage and sportsmanship, but revealed how much 
he enjoyed his life, both at and away from work. His 
life was essentially one of personal service, both to his 
clients and his friends. T'o hear of anyone in trouble was 
always a challenge to him, and there are many people 
who will remember him with gratitude and affection. 


BROMLEY AND SOUTH-EAST LONDON 
DISCUSSION GROUP 


The first meeting of the Bromley and South-east 
London Chartered Accountants! Discussion Group 
was held on November 7th at the Greyhound Hotel, 
Bromley. Ar a lively and crowded meeting, plans were 
settled for the remainder of the season and there 
followed a discussion on the subject.of 'Expenses 
under Schedule E'. Over twenty-five members took 
part in the discussion which was both controversial 
and amusing. 

The next meeting wil be held on Thursday, 
December 5th, when the subjects to be discussed will 
be 'Integration of the profession' and 'Industry's 
view of the accountant'; the latter discussion will 
be opened by a member in commerce. The question 
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of the professional accountant's contribution to 
management will arise in this context. 

The season will end with a dinner for members and 
their guests in April 1964. 


NORTH LONDON DISCUSSION GROUP 
OF CHARTERED ACCOUNTANTS 


The next meeting of the North London Discussion 
Group of Chartered Accountants will be held at 6 p.m. 
for 6.30 p.m., on Wednesday, November 2oth, at the 
Hotel Russell. The subject for discussion will be 
"Turnover taxes', led by Mr G. L. Walker, secretary 
to the F.B.I. Taxation Committee. 

As this subject may interest members of other groups, 


visitors will be most welcome. The honorary secretary, 


is Mr P. D. Knox, Somerset Cottage, Duxhurst, Reigate. 


SOUTHEND-ON-SEA 
CHARTERED ACCOUNTANTS' GROUP 


'The annual general meeting of the Southend-on-Sea 
Chartered Accountants! Group was held at the West 
Cliff Hotel, Westcliff-on-Sea, on October 28th. The 
chairman reported a satisfactory year and a further 
increase in membership. Satisfactory reports were 
received from the treasurer and the secretary. 'The 
following officers were elected for the ensuing year: 


Chairman: Mr L. W. Free, F.C.A. 

Vice-Chairman: Mr M. A. Wren, A.C.A. 

Secretary: Mr A. A. Stewart, F.C.A. l 

Treasurer: Mr E. W. Matthams, F.C.A. 

Press Officer: Mr E. W. Matthams, F.C.A. 

Committee: Mr G. Cunningham, A.C.A., and Miss M. B. 
Honey, A.C.A. 


The annual dinner of the group has been arranged 
for Thursday, December 5th, at the Middleton Hotel, 
Southend-on-Sea. 


THE CHARTERED ACCOUNTANT STUDENTS' 
SOCIETY OF LONDON 


The following meetings of the London Students’ 
Society will be held next week: 


Monday, 5.30 p.m., at Winchester House, Old Broad 
Street, London EC2. Lecture on ‘Auditing in continen- 
tal Europe’, by Mr I. N. S. Lathom-Sharp, F.C.A. 
Chairman Mr J. A. Jackson, r.c... (Member of the 
Council of the Institute and Vice-Chairman of the 
Students' Society). 

Tuesday, Visit to the Royal Mint (limited number). 

6 p.m., at the Institute: Joint debate on the motion 
"Ihe cost of advertising unnecessarily increases the 
cost of living'. 

Thursday, 5.30 p.m., at the Institute: Introductory course 
lecture on ‘Bankruptcy, liquidation and receivership’, 
by Mr R. Lowe. 

2.15 p.m., at Reading: Lecture on ‘Company law prob- 
lems’, by Mr Spencer G. Maurice (Barrister-at-law). 


MEE UE 


THE 
ACCOUNTANT 


November 16th, 1963 


Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on (1) ‘Income tax — general introduction’, by 
Mr J. Kennedy Melling, F.C.A., F.T.1.1., F.R.ECON.S.,, ` 
and (2) ‘The law of agreements and damages’, by Mr 4 
R. Lowe. E 


CHARTERED ACCOUNTANTS' HOCKEY CLUB 


Chartered Accountants' o; Chartered 
Surveyors I 


In their annual match at Rickmansworth, the Char- ` 
tered Surveyors won a hard-fought match by one goal. 
Although the Chartered Accountants’ Hockey Club XI 
produced a storming finish, they had lost the initiative 
early on when the Surveyors settled down to a steady 
rhythm in attack which Angus, Rutter and Harding in 
the Accountants’ defence tried hard to withstand. 

The Surveyors obtained the only goal of the game in 
the first half. The Chartered Accountants, who were a 
man short, were represented by: 

P. Angus (Harpenden); P. Harris (Orpington); M. q 
Rutter (Bishop’s Stortford); J. L. Harris (Orpington); ' 
J. S. L. Bewers (Capt. (Bishop’s Stortford); R. J. Harding : 
(Cheam); R. G. Purnell (Blackheath); W. Smith (Eastcote); 
S. G. Schanschieff (Northampton); S. Potnis (Bexleyheath). 


THE LEEDS, BRADFORD AND DISTRICT 
SOCIETY OF CHARTERED ACCOUNTANTS 


Annual Golf Meeting 


. The annual golf meeting of The Leeds, Bradford 


and District Society of Chartered Accountants was held 
at Ganton Golf Club recently and was attended by forty- 
three members of the Society. The day was bright but 
rather windy, which made scoring difficult. 

The Blackburn Cup, played off handicap, was won 
by Mr R. À. Elliott, of York, with the good score of 
forty points. The Halliday Cup for the best gross was 


won by Mr F. H. W. Myers, of Wetherby, with.a 
score of seventy-nine. NE 

The leading scores were as follows: i 
Blackburn Cup ; Points 

R. A. Elliott (10) Men e Sé T 40 

J. D. Alton (7) T is 2 Us 37 

R. H. Crawshaw (18) .. T E go 33 

F. H. W. Myers .. so ii 2: P 33 
Halliday Cup Gross 

F. H. W. Myers .. ts Ms - ae 79 

J. D. Alton x Sg v ix Si 8o 


R. A. Elliott xe Së "à € is 80 


-REVISED TAKE-OVER CODE 


The address of the Issuing Houses Association, 
publishers of the booklet Revised Notes on Company 
Amalgamations and Mergers, referred to in last week’s 
issue, is now St Alban’s House, Goldsmith Street, 
London EC2, and not 19 Fenchurch Street as stated. 
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The Institute rejects TVA 


EW developments in recent years on the European economic 
scene have. been quite so impressive as the growth of the 
French economy and the transformation of the franc from 

one of the weakest to one of the strongest currencies in the world. 
In contrast, the period of most rapid growth across the Channel 
has coincided with a. distinctly less satisfactory phase in the 
British economy, although there are now clear signs that the 
circumstances of the two nations could be reversed in the future. 
Two aspects of the French economic resurgence have attracted 
particular attention in Britain. First, there has been the French 
economic planning experiment and, if ‘Neddy’ is not a lineal 


` descendant of the Commissariat du Plan, there is more than a 


passing likeness. ‘The other feature concerned is the mainstay of the 
French fiscal system, the taxe sur la valeur ajoutée, which the 
Neumark Commission has recommended for adoption by the other 
members of the European Economic Community. 

Interest in the taxe sur la valeur ajoutée, or value-added tax, was 
heightened earlier this year by the references made in the first 
report from the National Economic Development Council en- 


. titled Conditions Favourable to Faster Growth. There it was 
suggested (paragraphs 162-4) that this tax might replace any or all 


of the profits, fuel and purchase taxes and that, in the light of the 
report’s findings, it was felt that such a tax ‘merited further con- 
sideration’, This reference coupled, no doubt, with the un- 
doubted success of the French export drive, inevitably led some 
people to put two and two together and reach the proverbial five. 
The new, and it was hoped progressive, Chancellor, Mr MAUDLING, 
was promptly urged to introduce such a tax as an export incentive 
in his April Budget. In the event his response was less encouraging 
than some had hoped. ‘I have never been convinced’, declared Mr 
MAUDLING, 'that the substitution of an value-added tax, either 
for profits tax or for purchase tax, would provide in practice an 
effective incentive to exports. . . .' Nevertheless, he announced the 
appointment of the Richardson Committee to investigate the 
matter. 

That committee, comprising a lawyer cum banker as its chair- 
man, a chartered accountant and a professional economist, 
has since been receiving evidence on these matters. Ámong 
bodies which have already submitted evidence and whose 
memoranda have been reported in this journal, none has so far 
supported the change of purchase tax to an value-added tax on the 
grounds that the latter constitutes an effective export incentive. 


- Their number has now been enlarged by The Institute of Chartered 
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Accountants in England and Wales whose memo- 
randum is reproduced elsewhere in this issue. 

The conclusions drawn by the English Insti- 
tute are, to put it no more strongly, clear-cut. 
There are, states the memorandum, ‘no apparent 
advantages of a value-added tax (VAT) which 
would justify the replacement of the proved and 
well-established administration of purchase tax 
by the introduction of the extensive new admini- 
strative machinery which VAT would involve’. 
To the Richardson Committee’s question as to 
the desirability of replacing the existing profits 
tax by VAT, the Institute comments tersely that 
‘it is erroneous to regard VAT as an alter- 
native; the abolition or modification of profits 
tax should be studied in the context of direct taxa- 
tion generally and not as a problem associated 
with VAT.’ (The Institute and the Richardson 
Committee use the term VAT instead of the 
more common TVA and so, for consistency’s sake, 
VAT is used in the text of this article). 

On replacing purchase tax with VAT the 
Institute’s finding can hardly be contested. The 
main reason for. advocating such a switch was the 
belief that the French style tax provided a measure 
of incentive to exporters not possessed by the 
purchase tax. This belief was false. In fact, the 
purchase tax is the preferable impost since it does 
not fall upon exports at all, while the French 
exporter may have to reclaim the tax already paid 
by him in respect of the earlier stages in the pro- 
duction process. 

That the substitution of the profits tax by the 
VAT would create a number of administrative 
problems, discussed in the Institute’s memor- 
andum, cannot be doubted. Assuming that the 
rather vague proposal contained in the N.E.D.C.’s 
first report is correctly interpreted as meaning an 
annual tax on what, for all practical purposes, is 
the net output as defined in the Census of Pro- 
duction, the Institute stresses the transitional 
difficulties in the opening ‘assessment periods 
which would, in many cases, be broken 
accounting periods. Additional complications 
would arise in trying to rebate the tax for ex- 
porters where components had been purchased 
from a chain of suppliers. For such reasons, there- 
fore, the Institute concludes that if the VAT 
were adopted in lieu of the profits tax, then the 
annual assessment basis would be impracticable. 
Instead, it would have to be operated on an 


ACCOUNTANT 


November 23rd, 1963 


invoice basis, i.e. each separate transaction would 
have to bear its own share of tax — a need which 
would, to quote the memorandum, ‘be burden-— 
some to the whole range of business enterprises 
which would have to adapt all their records in 
order to accommodate the VAT addition to 
every transaction’. . 

The Institute’s rejection of the added value tax 
as a substitute for profits tax, while based on 
various technical considerations, rests ultimately 
upon its economic disadvantages. In its discussion 
of the extent to which VAT would discriminate 
in favour of capital intensive firms and promote 
efficiency, the Institute memorandum stresses the 
probable effects of the tax on prices. “There are’, 
states the memorandum, ‘no evident reasons for ` 
supposing that VAT would not in fact be passed 
on to the ultimate consumer (so far as competitive 
conditions permit) and therefore result in in- 
creased prices.' The point is stressed even more 
forcefully in connection with the invoice method 
of charging the proposed tax: 'the one certain 
factor is that VA'T' would be a positive addition 
to the price to the ultimate consumer’. The con- 
sequences of an increase in the price level for the 
economy hardly need amplification and the 
Institute comments baldly that ‘it seems pro- 
bable that VAT would tend to accelerate the 
inflationary wages-prices spiral. This would 
hinder rather than help exports and the balance W 
of payments would suffer accordingly’. 

There is room for more than one option on 
this issue, although it must be conceded that the 
Institute’s view is supported by the Federation 
of British Industries and the Institute of Direc- 
tors. The possible mitigating effects of competition 
(as the Institute’s point in parenthesis quoted 
above concedes) could be important, more 
especially if the Government was prepared to 
intensify the attack on monopoly practices such 
as resale price maintenance. Secondly, even ex- 
cluding food from the new tax, its base would be 
almost three times broader than the present 
purchase tax and its rate could be correspondingly ` 
lower. After all, is £400 million tax on a figure" 
of at least {£11,000 million of consumption 
expenditure likely to make so much difference to 
living costs? And, as far as the profits tax, much 
less purchase tax, is concerned, surely it is not 
denied that some part thereof is already reflected 
in production costs and therefore prices? Further- 
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more, the Institute's memorandum concedes that 
to the extent companies relieved of profits tax 
increase their capital equipment and thereby 
their efficiency, the switch from that tax to VAT 
might mean that the new tàx would be absorbed 
in lower production costs. 

All these factors are implicitly recognized in 
tthe Institute's memorandum, but its authors have 
apparently felt themselves too restricted by the 
terms of reference to pursue them to their logical 
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conclusion. Economic growth is dependent on a 
variety of factors, among them taxation. Isolated 
fiscal changes alone will not engender growth for, 
as the first N.E.D.C. report makes clear, they 
must be linked with other far-ranging changes 
elsewhere in the economy. It is to be hoped 
that thé report of the Richardson Committee 
will not ignore entirely these aspects of this vital 
issue. To do so would be to ignore the lessons of 
the N.E.D.C.'s first report. 


American Accounts Manual 


an accountant usually keeps in a drawer 

of his desk a few company reports to which 
he occasionally turns for a precedent or an 
example. In this respect the American accountant 
is much better off than his contemporaries in most 
oth countries. He has at his command a volume 
the size and shape of a thick telephone directory 
wherein are surveyed the accounting aspects of 
600 representative industrial and commercial 
companies in the United States, with excerpts 
from and comments on any unusual items in 
goo others. This monumental work of research 
was inaugurated by the Council of the American 
Institute of Certified Public Accountants in 1946 


Te help him in drafting financial accounts, 


ee 


and the seventeenth edition covering companies 
whose financial years ended within the calendar 
year 1962 has just been published! 

As before, the survey is divided into five 
sections. The first reviews generally the custo- 
mary certified statements presented to share- 
holders, and the form and terminology of those 
documents. The second deals with the various 
items in the balance sheet and the third with the 
contents of the profit and loss account. The 
fourth section examines appropriations and 
reserves, and the fifth the auditor’s report. 

Although audits are not prescribed by statute 
in America, most companies do have independent 
audits and that this is no nominal exercise is made 


"clear by the fact that, in 1962, no less than 


sixty-nine of the 600 companies had to accept 
qualified audit reports. ‘There were in all eighty-six 
instances of qualifications, twenty-three of these 
ldccounting Trends and Techniques. Seventeenth edition, 


1963. (American Institute of Certified Public Accountants. 
$18 net.) 


being connected with depreciation, depletion and 
amortization, and another twenty with contingen- 


cies, litigation and what is quaintly called ‘unusual 


uncertainties’. 


Two main impressions are obtained from 
browsing through the 300 tightly-packed pages 
of assembled statistics and by making compari- 
sons with the editions of earlier years. One is the 
bewildering number of ways in which the same 
truth or fact may be expressed. American accounts 
appear to be more descriptive than those pro- 
duced in the United Kingdom. This, as has been 
pointed out before, comes from the reversal of an 
earlier and deplorable practice of telling the share- 
holder as little as possible. The Wall Street crash 
of 1929 altered all that and, through the influence 
of the American Institute, the New York Stock 
Exchange began to insist that the published 
accounts of companies listed thereon should be 


sufficiently informative to avoid the possibility of 


being misleading. 

The second predominant impression is that 
although American accounts, due perhaps to 
their occasional preoccupation with detailed 
descriptions, have an air of informality and 
originality, there is a much greater degree of 
uniformity in the essentials of presentation than 
there was when the survey was first made eighteen 
years ago. This is inevitable the more accounting 
practice tends to become streamlined through the 
media of professional literature and congresses 
and by the development of international firms 
with common techniques. It is clear from 
Accounting Trends and Techniques that accountants 
in the United Kingdom can still learn much from 
U.S. ‘methods. 
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Sharkey v. Wernher Extended 


moved from stud to ber racing stables is 

nearly as famous among tax practitioners 
as the purely imaginary race-horse which died 
after it had been given away and before the death 
of the donor. The principle established in 
Sharkey v. Wernher was that the proper sum to 
be credited to the trading account of the stud 
farm was the market value of the horse, with the 
consequence that Sir HAROLD WERNHER had to 
pay tax on a purely notional profit. It is note- 
worthy that in that case it was conceded on behalf 
of the taxpayer that when the horse was removed 
from the stud farm, some figure had to be credited 
to the farm accounts, the only dispute was as to 
how much that figure should be. The House of 
Lords chose the market value. It is interesting 
but unprofitable to speculate what the decision 
would have been if the taxpayer had not made that 
concession to the Inland Revenue. 

Having inserted tbe thin edge of a very thick 
wedge, the Revenue have now made considerable 
further progress in another case where the Sharkey 
v. Wernher principle has been applied (Petrotim 
Securities Ltd o. Ayres (The Times, November 
14th.)). Petrotim Securities was a long-standing 
dealer in stocks and shares. Control of it was 
acquired by Ridge Securities Ltd which by 
March 1959 was in process of acquiring Petrotim’s 
entire share capital. Through a chain of com- 
panies, Ridge also controlled Blackheath Credit 
Co Ltd. 

Under three agreements made early in 1959 
Petrotim sold, to Ridge, investments which some 
years before had cost it £478,573 and which had a 
market value of £835,505. The agreed sale price 
was £205,000 only. On March 16th, 1959 
Petrotim bought {105,000 3 per cent of War 
Loan for £104,769 and resold it four days later 
to Blackheath for only £10,000. The net result 
of these transactions was a loss of £726,030, of 
which Petrotim gave no explanation. On March 
25th, 1959, Petrotim sold its remaining assets to 
another company and ceased trading. It claimed 
relief in respect of the loss under section 341 of 
the Income Tax Act, 1952. The Special Com- 
missioners rejected the claim and held that 
Sharkey v. Wernher applied to the first three 


T race-horse which Lady WERNHER re- 


transactions. As regards the rapid purchase and 
resale of the War Loan, they excluded both pur- 
chase and sale from the computations. 

Mr Justice WYNN PARRY refused to interfere 


with the Special Commissioners’ decision and he: 


has now been upheld by the Court of Appeal. The 
company argued in vain that the principle estab- 
lished by the. House of Lords in Griffiths v. 
j. P. Harrison (Watford) Ltd (41 A.T.C. 36) 
applied. This was a dividend-stripping trans- 
action where the company bought shares preg- 
nant with dividend, took the dividend, and then 
sold the shares at a corresponding loss. It is 
interesting to observe that the two judges who 
dissented in the Griffiths case were sitting in the 


Court of Appeal on the Petrotim case. The Court . 


distinguished Griffiths on the ground that in the 
present case the transactions were so much out- 
side the ordinary course of business of any trader 
that the Special Commissioners were entitled to 
infer that they were not by way of trade. 


Turning to the question of the figure to be ` 


substituted for the actual proceeds of sale, of the 
investments which had admittedly been purchased 
in the first place by way of trade, Lord DENNING 
said that Sharkey v. Wernher was wide enoug 
to apply. l 
It might have been thought that the special 
provisions for ignoring actual consideration which 
are contained in such provisions as sections 143 


and 469 of the Income Tax Act, 1952, impliedly - 


recognize that, in general, a trader can sell his 
goods at less than market price without being 
obliged to substitute the market price in comput- 
ing his profit. This principle is no doubt un- 
affected where the sale is at arm's length in order, 
for instance, to maintain goodwill or as ad- 
vertising. But where the fortunate purchaser is 
closely connected with the vendor, the principle 
is weakened. Moreover, when the vendor offers no 
explanation of his improvident sale, the Appeal 


Commissioners have something more on which to. 


base their decision that the sale was not by way 
of trade, bearing always in mind that the onus 1s 
on the taxpayer. Great stress was laid in the Courts 
on the fact that the sales were at a 'derisory' price. 
'There is still scope for sales at an undervalue but 
it has now been restricted. 
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The Creation of Accounts 
from Incomplete Records II 


by C. R. PRATT, A.C.A. 


3. Cash Account (Figure 2) 


HE preparation of the cash account more often 

than not requires a skill beyond the capabilities 

of a junior. The only work on the cash account 
that it is normally practicable for the junior to do is 
the cash payments analysis, and sometimes the cash 
receipts analysis which includes the figures of any 
takings book. Often, however, the cash receipts 
analysis is of so few items that it is simpler to record 
them direct to the debit of the cash account. 

The cash payments analysis is compiled first from 
the petty cash disbursements book, and secondly, 
from sundry vouchers of business expenses that 
cannot be connected with payments appearing in the 
petty cash disbursements book. These vouchers are 
those of stack (b) referred to in the bank account 
section above. 

The preparation of a cash account can be tricky - 
and it is here that errors can most easily be made or 
important factors omitted. Eo are three main 
types of cash account: 


(i) Petty cash account. This simply records cash 
cheques and sundry cash receipts on the debit 
side, and business expenses on the credit — the 
balance being assumed drawings. 


_. (ii) Sales cash account. This method presupposes a 
" record of takings. All takings are assumed to be 
cash before they are banked. The amount 
banked is credited to the cash account and 


contras with the summary bank account debit ` 


when the accounts are posted. Care has to be 
exercised to debit the cash account with any 
items included in the bankings that are not 
takings. It is difficult for the junior to grasp the 
principles behind this method and to realize 
that wages, drawings, and cash cheques have 
all to be brought into the cash account and 
debited, and the actual expense must then be 


Figure 2 


credited. This type is the most usual form of 
cash account. 


(iii) Combined cash and bank account. Sometimes 


the client will have written up a cash-book that 
contains details of all his business income and 
expenditure, both bank and cash. In this case 
it is time-wasting to make a separate extract in 
order to obtain totals for a summary bank 
account and reconciliation, and then by deduc- 
tion to obtain figures to go in a cash account. 

Accordingly, the cash-book should be ticked 
off with the bank statements, to ensure that it 
contains all items that have gone through the 
bank. The cash-book can then be added, 
ensuring that the analysis columns agree with 
the total column. 

Next, the cash account is debited or credited 
with the difference between the opening and 
closing reconciled bank account balances. (Note 
for juniors: T'o know on which side of the cash 
account to put this difference it is helpful to say 
to oneself, ‘the bank balance has increased, so 
there is an excess of deposits. This means that 
the inclusion of bank account items has made 
the debit (receipts) side of the cash account 
greater than it would be if only cash items were 
listed. Therefore, the difference in the balance 
must be credited to the cash account, to com- 
pensate for the excess of debits over credits"). I 
know there is a double-entry rule for obtaining 
this result, but this attitude of mind is helpful 
to those who don't think in terms of double 
entry. It is also helpful when preparing a better- 
ment statement, to be dealt with later. 

An alternative method of overcoming the 
difficulty of combined ‘cash’ and ‘bank’ items 
is to have two ‘total’ columns — one for ‘cash’ 
and the other for ‘bank’. The bank figure can 
then be summarized separately. However, 
although this may be appropriate in some 
circumstances, unless the analysis has already 
been done by the client, it will only make for 


CASH ACCOUNT 


Smith & Sons 


Cash in hand, September m ien 

Cash cheques .. 

Takings ~ as banked (gross) . 

Bankings — per deposits analysis is 

effet Petrol at £1 per week casual . 
Entertaining 2s 

^ Cash expenses per analysis .. P: 

Cash in hand, September 30th, 1963 - negligible si 


Balance, assumed drawings .. 


September 30th, 1963 
d £ S 


£ S 

107 9 8 
S510 0 0 
13,175 1 3 

13,175 1 3 

52 0 0 

30 0 0 

153 10 8 

13,792 10 H 13,410 11 11 

381 I9 0 


£13,792 10 11 £13,792 10 il. 
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additional work, as the receipts and payments 
will have to be ticked to the bank statements in 
any case. Our aim is to reduce work and sim- 
plify our methods. 

After all the various figures have been put in the 
cash account, it will usually be found there is a 
substantial difference between the total of debits 
and total of credits. It is surprising how many clients 
are able to bank and spend quite large sums of cash 
out of moneys that have never (accofding to their 
figures) come into their hands! This is most frequent 
in cases where the client supplies a record of takings. 
However, it should not be assumed automatically 
that the balance is undeclared takings, or in the other 
circumstance assumed that it is private expenditure, 
for it is quite surprising what genuine facts do turn 
up when the client is questioned on the subject. It is 
in this field that the experience of the individual 
accountant is without substitute, however a disserta- 
tion on the peculiarities of clients! methods and 
records is not appropriate to this article. 

In practice though, the accountant has to use his 
knowledge of a client's affairs to make suggestions as 
to the possible causes of the difference. He will make 
pencil notes on any likely additional sources of business 
income and expenditure that he thinks may have 
been-quite unintentionally omitted by the client. : 

Where takings are not recorded or the figure 
supplied is obviously wrong, we say that ‘the accounts 
are prepared on a drawings basis’. This means that 
the figure of cash taken for personal use has to be 
estimated and to balance the account we increase the 
figure of takings. This ensures that the accounts are 
not queried by the taxation department because the 
client seems to have lived on ‘thin air’. 

It is much simpler if the client can be impressed 
with the need to bank intact all takings and other 
receipts, Where cash payments have to be made a 
cheque should be drawn to provide him with funds, 
and a record made of the expenditure in a memoran- 
dum cash disbursements book. This is far simpler 
and more practical than having petty cash floats, 
imprests, books to balance and such like. 

The cash account should not be closed off at this 
stage, for information obtained at the final interview 
may make further entries necessary. The debit and 
credit columns can be ruled off and totals inked in, 
the balance being noted in pencil so that the account 
can be balanced for the preparation of final accounts. 


4. Summary Stock Firm Accounts, Rental 
Statements, etc. 


These accounts usually contain a mass of items — 
business and private expenditure, stock sale proceeds, 
interest charges, repair bills, equipment purchases, 
and so on. 

The easiest way is to analyse and summarize the 
income and expenditure in the same manner as a bank 
account. The opening and closing balances are 
included in the totals of debtors or creditors appearing 
in the balance sheet. 
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Where the stock firm account etc. is simple, a 
journal adjustment will often suffice to correct matters, 
without our having to go to the trouble of sum- _ 
marizing the account. d 


5. Analyses of Creditors and Accruals, Debtors 
and Prepayments, and Stock 


More often than not, the total amount of any of the 
items under this heading requires posting to several: 
profit and loss account headings. Unless an item is 
a simple posting such as Dr balance sheet, Cr sales, 
it should be prepared for posting as follows: 

'Take creditors for an example. The amount owing 
to the creditor should be listed in a total column on 
analysis paper, in the same manner as with a bank 
payments analysis. Addition of this will give the figure 
for inclusion in the balance sheet. The individual 
amounts should then be extended to the analysis 
columns, the totals of which (after proof by cross- 
addition) are posted to the debit of the profit and loss 
account headings. 

In the following year there is available a ready 
record of the breakdown of creditors for inclusion 
in the accounts as opening balances, 


6. Journal Adjustments 


‘These may be made as and when found necessary. A 
source of journal adjustments previously mentioned 
is of vouchers specifically put aside during the 
examination done at the bank account stage. Similarly, 
where stock firm accounts are relatively simple, a 
journal adjustment may be quicker than preparing a 
summary account, 

It is not necessary to journalize closing debtors —ą 
and creditors or the write-off of depreciation etc., as 
this information is already adequately to hand in 
other working papers. The multitude of automatic 
transfers seen in some journals only serve to obscure 
the important entries. 

The main benefit of journalizing adjustments is 
to provide details of unusual or recurring items that 
may need to be repeated in the accounts of the 
following year. 


7. Skeleton of Final Accounts (Figure 3) 


The skeleton can be written out by any new junior 
well before the time it is needed. It is a useful way of 
familiarizing the new recruit to the form and nomen- 
clature of accounts, and can be a fill-in job when other 
work is slack. (There must be adequate space under ` 
each heading for postings. Failure to do so is a fault ` 
of which I have been guilty in the past, with resultanemg 
loss in neatness and intelligibility.) 

Before the completed accounts are sent for typing 
it will often be necessary to change the layout in some 
particular. This can be done by making pencil 
comments for the typist, such as 'List expenses in 
order of pencilled numbers'. 

The fact that subsequently additional headings 
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are found to be necessary does not invalidate the 
recommendation that the skeleton should be prepared 
in advance. 


8. Posting to Final Accounts (Figure 3) 
A. Accounts — Balance Sheet Method 


As already mentioned, the postings are done in 
exactly the same manner as one would write up a 
general ledger account, except that the ‘account is 
built up on the skeleton accounts instead of having a 
separate account in a general ledger for each item 
of expense, income, asset and liability. 

The first postings will be of the opening balances 
shown by the previous year’s balance sheet. Creditors 
and accruals should be posted to their respective 
expense accounts, and similarly for debtors and 
prepayments. 

The bank account, cash account and other working 
papers (items 2-6) are all proven by balancing and 
reconciliation, so it only remains to post them to 
complete the double entry. The closing balances are 
then incorporated into the balance sheet. 

It is a neat and methodical practice which aids 
clarity, to describe the source of each figure posted 
into the skeleton accounts. It will make checking 
easier if there is a difference and be an aid to the 
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partner who has to examine the accounts. It can also 
save an humiliating search of the working papers 
for an elusive figure whilst interviewing a client. 

Where there is no previous balance sheet, then the 
opening balances are obtained from the list of assets 
and liabilities etc., ascertained at the initial interview. 

The ‘suspense account’ is a useful way of posting 
items whose nature is in doubt. For convenience 
the balance of this account should be added to or 
deducted from the profit figure to enable the accounts 
to be balanced and accuracy thus proven. 


B. Accounts — Betterment Statement Method 


(Figure 4) 

The normal method of preparing accounts is to prove 
the arithmetical accuracy of the double entry by 
means of a balance sheet. However, this involves 
some degree of work in preparing the layout and 
analysing the various balances to each heading. Also 
the figure of drawings has to be obtained by posting 
individual items to a current account. A further 
difficulty is that reasonably accurate cost figures of 
land etc., and lists of assets and values have to be 
obtained, if the reputation of the accountant is not 
to be impaired by sending his client an inaccurate or 
unrealistic balance sheet. 


Figure 3 SMITH & SON 
Trading and Profit and Loss Statement 
for the year to September 30th, 1963 E sd 
Sales £ s d £ s d 15,2207 16 3 
Dr 1962 652 | 3 Bank 15,1170 | 6 
Elders account 356 10 6 
I3 5 6 
Dr 1963 320 0 0 
Less Cost of Sales E. sd 
Stock, September 30th, 1962 1,210 0 0 
Purchases ` 12,678 4 2 
13,888 4 2 
Bank 12,878 4 2 Cr 1962 975 0 0 
JE 3 25 0 0 
Cr 1963 750 0 0 
Less Stock September 30th, 1963 1,400 0 0 
12,488 4 2 
2,719 12 | 
Goods taken for home consumption 156 0 0 
Gross profit, 18-9 per cent of sales 2,875 12 | 
Less Expenditure: 
£ s d Accountancy services 26 5 0 
26 5 0 Bank 
Bank fees and expenses 7 15 0 
7 i5 0 Bank E s3 
Electricity 61 5 2 
15 6 2 Bank Less private usage 30 0 0 
12 5 7 if 3l 5 2 
17 9 8 Si 
16 39 JES t/r 
insurances 29 7 9 
22 4 2 £Bank-— motor 
7 6 7 » fire 
Motor expenses 275 2 8 
153 1 2 Bank Less private usage 26 0 0 
52 00 Cash Cr 1962 510 0 250 2 8 
70 I 6 Cr 1963 
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Figure 4 
BETTERMENT STATEMENT 
Smith & Son . September 30th, 1963 
Increase Decrease 
Net Worth r Cr dini 
s s d £ s d 
Bank a/c, Sept. 30th, 1962 — in hand .. e e E .. 1,756 10 9 
am ^" ys TE 1963 n” 33 oe ae we ae e a ae 1,94] 14 6 , 
i85 3 9 pg 
Cash in hand, Sept. 30th, 1962 107 9 8 
» am an » 1963 e .. D Hu 
(07 9 8 
Stock, Sept. 30th, 1962 1,210 0 O0 
on on » 1963 e is 1,400 0 0 
190 0 0 p 
Creditors, Sept. 30th, 1962 25 1,050 15 0 
LEJ LE LE [963 820 6 
233013 6 B 
Debtors, Sept. 30th, 1962 652 | 3 l 
Ke ` wk- 35 1963 320 0 0 
B 332 | 3 
Elders account — Creditor, Sept. 30th, 1962 374 ll 0 
33 +? $5 II ,3 DI l 63 56 6 d 
318 8 6 B 
Bank account ~ drawings . 826 17 4 
Cash account — balance to drawings 38! 19 0 
JE 3 — purchase analysed to drawings 25 0 0 
Transfer electricity — paid in cash JE I l6 3 9 
Goods for home consumption 156 0 0 
Capital — Austin car May Ist, 1963 (H. -P. charges etc., debited to F. and L. afc by KE 4 1,280 0 0 
Creditor, hire-purchase account at September 30th, 1963  .. P 850 0 0 
Savings account — payments on car (debit is to H.-P. creditors’ account Len 400 0 0 
Prepaid hire-purchase charge, sepes Se? 1963 .. ge 76 0 0 
Private usage ~ electricity .. Se 30 0 0 
motor expenses 26 0 0 
rent vs 200 0 0 
Depreciation written/back .. 470 0 0 
Net profit per accounts 1,700 7 5 
£3,901 2 | £3,901 2 | 





B - signifies balance sheet items that must be incorporated into the figures of the next set of accounts. 


This latter is an important point and one of the 
first things the layman will mention to prove his 
argument that an accountant has little understanding 
of the realities of business. 

Most accounts from incomplete records are firstly 
for taxation purposes and only secondly as a means 
whereby the proprietor can “know what he's doing’. 
He doesn’t need telling what fixed assets he owns, it is 
only the working capital which needs to be explained, 
and this can easily be demonstrated by listing figures 
of creditors, debtors, stock, and cash.. 

In these circumstances it is wise not to prepare a 
balance sheet. Time is saved and the accounts will 
concentrate the client’s attention on the ‘realistic’ 
figures of the trading and profit and loss account. It is, 
however, necessary to prove the accuracy of the 
double entry, and have a record of current assets and 
liabilities for the following year’s accounts, and arrive 
at a total figure for drawings. As has been explained 
previously, the adequacy of drawings is a guide to the 
accuracy of the accounts. 

We do this quickly and simply by means of a 
‘betterment statement’. The principle is to post to it 


all items that are not of a trading and profit and loss ` 


account nature. . These will include the opening and 
closing balances that are needed to complete the 
double entry. 


A 

To know which side to put these balances is often a ` 
source of difficulty. To call the debit column Increase — 
in net worth’ and credit ‘Decrease in net worth’, does 
help to get the opening and closing balances on the 
correct side, but confusion of mind can occur even in 
this. To prove an item is on the correct side, an 
approach is necessary similar to that explained under 
item (ii) under the ‘cash account’ heading. One 
reasons it like this— ‘Elders account creditor was 
reduced from £374 11s to £56 2s 6d. The opening 
balance has been posted to the credit of the profit and 
loss expense accounts. To compensate for this the 
opening balance must be debited to the ‘‘betterment’’. 
The closing balance will thus be credited. If I extend 
the difference between the opening and closing balan- 
ces, then this will have to be in the debit column.’ 

The betterment statement is thus a quick and easy 
way of proving the double entry of accounts, and 
listing all items of a capital and private nature con- 
cisely and comprehensively in an easily understood-— 
manner for future reference. 

It saves a lot of trouble with the taxation depart- 
ment .if a summarized betterment statement is 
submitted with the return. It explains property 
transactions and the source of funds for household 
use, where profit figures may. otherwise raise sus- 
picions as to the correctness of declared profits. 


i 
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MAKE THE MOST OF BOTH BY HAVING 
- YOUR MONEY ON DEPOSIT 


Time makes you money in a Deposit Account. 'The most profitable way of 
saving safely is to open a Deposit Account with Lombard Banking Limited. 
Your money continuously earns the maximum safe rate of interest—current 
rates (paid without deduction of Income Tax) and withdrawal periods are 
as follows:— 
3% on Deposits for a minimum period of 7 days at 
7 days’ notice of withdrawal. 
3 ly, on Deposits for a minimum period of 1 month 
2 “™ at 1 month's notice of withdrawal. 
4% on Deposits for a minimum period of 3 months 
at 3 months’ notice of withdrawal. 
Set, on Deposits for a minimum period of 6 months 
at 6 months" notice of withdrawal. 
The minimum amount accepted to open a Deposit Account on 
any of the above terms is £100. 
Write, telephone or call for further particulars to the General Manager and 
for your copy of “Deposit Account" Booklet No. 101. 


. | LOMBARD BANKING 


Head Office: LOMBARD HOUSE, CURZON STREET, PARK LANE, LONDON, W.1. 


GROsvenor 4111 (30 lines) 
Branches throughout the British Isles 
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IS READY TO DISCUSS 


with professional accountants and advisers ways and 
means of financing small and medium sized companies 


Finance can be provided in the form best suited 
to a company's needs 


ICFC's Branch Managers are willing at all times to 
discuss financing problems, and to place their experience 
freely, and GE at the disposal of the professional 


. adviser 





*Capital for Business', and available literature, 
will be sent on request 


Industrial 

& Commercial 
Finance 
Corporation Lid 


Shareholders: The English and Scottish Banks 


Piercy House, 7 Copthall Avenue, London EC2 
National 4040 


and branches in industrial centres 


` 
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However, it is important to emphasize one weak- 
ness of this method. If an opening balance has been 
missed when examining the previous ‘betterment’, 
“the omission will not show up by the current year's 
"betterment' failing to balance. 

In addition to the merits of the betterment state- 
ment given above, it is very often a convenient method 
of assembling figures, so that a balance sheet can 
more easily be obtained, than would be the case in 
following traditional methods. 


9. Preparation of Income Tax Return 


It is wise to prepare the details of the return before 
the final interview. Lack of information as to claims 
for deduction of rates and land tax, for instance, are 
thus disclosed. 


xo. Examination of Accounts and Return 
by Partner 


In incomplete records, as with audits, one can miss 
the obvious through being immersed in detail. An 
examination of the accounts by a partner considerably 
reduces the risk of errors going undetected — until 
perhaps the client spots them himself. The examina- 
tion will also detect weaknesses in a clerk's work and 
afford the partner an opportunity to train him in 
correct methods. Inexperienced staff can thus be 
used in preparing accounts from incomplete records 
without endangering the reputation of the practice 
or interests of the client. 

The examination will ensure that regular payments 
~ such as rent, telephone and electricity are all charged 
=n the accounts, that drawings are adequate, that there 
are no unusual bankings, and that the gross profit 
percentage is reasonable ~ to mention but some of the 
items that the experienced accountant looks for to 
assure himself that the accounts are a reasonable 
reflection of the true financial transactions. 

This examination should be made before the final 
interview (unless the clerk is sufficiently experienced) 
so that unusual figures can be explained by the client 
without the need to trouble him for a third time, with 
consequent slowing to the completion of the work. 


11. Final Interview 


This needs little comment. The ease with which 
queries are dealt with will rely on the neatness and 
: methodical manner in which the working papers and 
^ draft accounts have been compiled. 

~~ The queries will be taken from the notes, and also 
of all pencil marked items in the working papers and 
income tax return. 

It is worth remembering that the prosperity of the 
practice and source of new clients principally relies 
on the impression of efficiency and courtesy that is 
gained at an interview. The interview, report, and 
typed accounts are tł > shop window of a practice. 
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12. Completion of Accounts and Income 
Tax Return, and Writing of Report 


It should be the practice in staff training, to get the 
clerk who started the accounts to complete the job 
and write the report. He can then present them to the 
partner for criticism and approval before they are 
sent for typing. 

Report writing is an excellent means of training 
staff to analyse accounts and obtain a deeper under- 
standing of a client's business and difficulties. 

Typed accounts look neater if figures are rounded 
off to the nearest pound (or tens etc.), this being 
particularly necessary. when comparative figures are 
supplied. This may be effected by underlining in red 
the pound unit figure for the typist to read the 
figure as increased by £1. Any pound's figure not 
underlined will remain at the same amount, even if 
it is followed by 19s 11d. 


13. Typing and Dispatch 


It has been emphasized above that the report, and 
neatness of the typed accounts are the shop window 
of the practice, only second in importance to the 
interview. Too many clients just glance at them 
cursorily, yet there are some who take a real interest 
in their accounts. It is these people who are important 
to the prosperity of a practice. Impressive folders are 
expensive, but are well worth the cost in building the 
prestige of the firm with the more particular client. 
Have you looked at your 'product' recently? How 
does your cover compare with those of the big 
companies' annual reports? 


Alternative Method of Preparing Accounts 
from Incomplete Records 


À common method of preparing accounts from 
incomplete records is by a columnar trial balance. 

All asset, liability, expense and income headings 
are listed as in a trial balance. The first set of debit 
and credit analysis columns are the opening balances. 
The next set for bank account items, the next for 
cash account postings, and so on with journal 
adjustments and closing debtors and creditors. 
Finally, by a cross addition, a trial balance of figures 
is obtained for the preparation of a set of fnal 
accounts. 

Exponents of the system explain that double entry 
is proven with each set of Dr and Cr columns and 
thus differences are quickly detected. I do not favour 
this method for the following reasons: 


(i) It is an additional operation to draft final 
accounts after preparing a trial balance. In the 
system I advocate, the ‘trial balance’ and 
‘final accounts’ are one. 

(ii) Adjustments are difficult to make once the 
‘final’ figures are obtained. One has either to 
pin additional analysis columns to the trial 
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balance, or have further working papers to 
explain the adjustments and new ‘final’ 
figures. 

(ii) Columnar additions and cross additions are 
more work than totalling two sides of an 
account. | 

(iv) It is more difficult to analyse a final account’s 
figure than one prepared in account form. 


Conclusion 


Suitable staff is increasingly difficult to get, and has to 
be obtained against the competition of pay and 
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prospects offered in trade and industry. Anything 
that can ease the demand on the time and attention 
Of senior staff and make for a smooth flow of work 1s 


of considerable help in minimizing cost and labour: 


problems. 

'To this end readers may care to submit criticisms 
on the methods here outlined, and make suggestions 
on other methods and procedures, whether relating to 
‘incomplete records’ or other work encountered in 
public practice. [We welcome and endorse this sugges- 
tion by the author. — Eprror.] 


(Concluded.) 


The puse of Chartered Accountants in England and Wales 


Value-added Tax 


Memorandum for the Committee on Turnover Taxation 


(x) This memorandum is submitted by the Council 

of The Institute of Chartered Accountants in England 
and Wales in response to an invitation from Mr 
Gordon Richardson, Chairman of the Committee on 
Turnover Taxation appointed by the Chancellor of 
the Exchequer. In accordance with the terms of the 
invitation the memorandum deals only with the form 
of turnover tax known as ‘Value-added tax’ (VAT). 
- (2) The N.E.D.C. report Conditions favourable to 
faster growth states that VAT ‘would be levied on a 
firm’s sales minus the cost of materials, capital goods 
and other purchases’ (paragraph 165) and it is assumed 
that this broadly describes the VAT which is being 
examined by the Richardson Committee. 

(3) The Council’s main conclusions are set out 
first. In support of these conclusions the Council 
then makes some general comments followed by 
answers to specific questions. 


MAIN CONCLUSIONS 


— (4) The main conclusions of the Council are as 
follows:  . 
_ (a) while the abolition of profits tax as a separate 
tax on corporate profits would be desirable, 
it is erroneous to regard VAT as an alternative; 
the abolition or modification of profits tax 
should be studied in the context of direct 
taxation generally and not as a problem associa- 
ted with VAT; 

VAT is akin to purchase tax and should be 

considered only as an alternative to, not as an 

imposition additional to, purchase tax; 

(c) there are no apparent advantages of VAT over 
purchase tax which would justify the replace- 
ment of the proved and well-established 

" < administration of purchase tax by the introduc- 
tior of the extensive new administrative 
machinery which VAT would involve; 


(b) 


(d) there is a high probability that irrespective of 
the method by which VAT is assessed the 
burden would fall on the ultimate consumer as 
an increase in the price he has to pay, whether 
or not profits tax were abolished; 

(e) except in circumstances which appear unlikely 
to exist, it would not be practicable to collect 
VAT by assessment on the basis of annual 
accounts instead of by automatic addition to al 
sales invoices. 


GENERAL COMMENTS 


(5) The effects of VAT are difficult to assess not ` 


only because much depends on its basis of assessment 
and method of administration but because its scope 
and application are capable of a number of combina- 
tions. It might be established on a wide or a narrow 
basis (ie. on all goods and services or on selected 
items) at uniform or differential rates; it might be 
imposed in addition to existing forms of taxation or 
might accompany the abolition of profits tax, or 
purchase tax, or both. Each combination would to 
differing degrees have social, economic and adminis- 
trative implications, and each of these in turn would 
interact one on another. This memorandum is 


restricted to broad considerations and practical 


aspects. which the Council regards as being within 
the sphere of the Institute. 


VAT and Profits Tax Distinguished 


(6) To speak of VAT as ‘replacing’ profits tax 


confuses the issue by implying that the imposition 
of one and abolition of the other are related. This is 
true only in so far as one method of raising revenue 
may be regarded as alternative to another. In their 
consequences for taxpayers the two forms of tax are 
entirely different. Moreover, profits tax in this 
context cannot be considered in isolation; profits tax 


c 


LC" 
NAY  — MÀ À—À——Ó SS HO a 


November 23rd, 1963 


is not chargeable on unincorporated traders but their 
income is, where high enough, chargeable to surtax. 
Surtax may also be chargeable on controlled com- 
“panies by reason of surtax directions. Thus, any 
proposal for ‘replacing’ profits tax carries far-reaching 
implications. 

` (7) The abolition of profits tax would benefit only 
a minority (at least in numbers) of the business 
undertakings that would be involved in any general 
form of VAT. Broadly, profits tax is levied on bodies 
corporate whose profits (including income from 
investments) exceed an annual rate of £2,000. In 
1960-61 there were 73,000 profits tax assessments. 
VAT' would presumably involve a far greater number 
of companies and also unincorporated traders, 
nationalized industries and others who are either 
not subject to profits tax or do not pay it because their 
assessable profits are insufficient or non-existent; and 
if VAT applied to services as well as goods its scope 
would be virtually the whole range of business 
activities. 


Where would the Burden of VAT Rest? 
Invoice method 


(8) If VAT were operated on the ‘invoice’ method 
there can be little doubt that the burden of the tax 
would fall on the ultimate consumer. The invoice 
method would require the VAT to be shown on each 
invoice; and the amount to be paid over periodically 
to the tax collector by each business would be the 
excess of the VAT shown on its sales invoices over 
the VAT shown on its purchase invoices. The pay- 
ment to the tax collector would therefore be no more 
eina handing over of the tax collected on sales less 
“the tax paid on purchases. There would be no tax 
burden on the business itself. 

(9) Thus, under the invoice method VAT would 
necessarily be paid by the ultimate consumer as an 
addition to the price. It would therefore result in 
higher prices to the consumer except to the extent 
that businesses might be prepared voluntarily to 
reduce their ex-VAT prices. Such reductions would 
presumably not be made unless either (a) competitive 
conditions make it necessary to reduce profit margins 
in this way or (b) relief from profits tax enables 
reductions in ex-VAT prices to be made without 
reducing profit margins. The competitive conditions 
referred to in (a) might be forced upon some busi- 
nesses by the ability of other businesses to make the 
reductions referred to in (b). In this connection 
attention has already been drawn in paragraph 7 to 
the fact that, in numbers, only a minority of businesses 
~are subject to the present profits tax. 

(ro) Additional considerations would arise if 
particular classes of transactions were exempt from 
VAT, for example export sales. The reaction of these 
on the general incidence of VAT could only be 
examined on the basis of a specific and detailed 
VA'T scheme. 

(1r) T'o sum up on the invoice method: 
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(a) the one certain factor is that VAT would be a 
positive addition to the price to the ultimate 
consumer; 

(b) the uncertain factor is the extent, if any, to 
which businesses would voluntarily absorb 
VAT by reducing their ex-VAT prices thus 
removing from the consumers the burden of the 
whole or part of the VAT addition; 

(c) in the absence of convincing reasons why 
businesses might be expected to absorb VAT it 
would be necessary to conclude that VAT 
would raise prices to the consumer. 


Annual assessment method 


(12) An alternative to the invoice method would be 
an annual assessment on the accounts of each business 
and there would be no addition to sales invoices for 
VAT as such. The question whether this method is 
practicable is considered later in answer to question 
17. If (contrary to the conclusion reached in answer 
to question 17) this method were practicable it would 
consist basically of charging each business with VAT 
on the amount by which its sales exceed the cost of 
its purchases. Thus there would be a tax charge on 
each business and this would be borne by the business 
unless it raised its prices in order to recoup the tax. 

(13) Although such an annual assessment would 
have some appearance of being a form of direct 
taxation payable out of business profits it is neverthe- 
less to be expected that business men would recognize 
that in substance VAT differs materially from direct 
taxation and is more akin to purchase tax. The com- 
putation by reference to sales less purchases would 
emphasize this similarity. Moreover, it would be 
recognized that the amount on which VAT' is charged 
would represent the wages and other expenses of the 
business plus the profit (if any) and therefore a charge 
to VAT would arise irrespective of profitability. 
The similarity to purchase tax would, be further 
emphasized if (and this would seem to be inevitable) 
some types of goods or services were exempt from 
VAT or charged at differing rates. 

(14) These considerations suggest that there is 
little doubt that business men would endeavour so 
far as possible to pass on to their customers the burden 
of V AT charged by annual assessment. To do so 
would mean that in fixing prices an estimate would 
have to be made of the amount of VAT payable more 
than a year hence and it is to be assumed that in 
making this estimate there would be a tendency to 
overestimate rather than underestimate and in 
consequence the loading of the price to customers 
might tend (so far as competitive conditions permit) 
to be more than is necessary to recoup the eventual 
VAT liability. Such uncertainty is a serious matter 
for business undertakings and it offends the principle 
that there should be certainty about the burden of 
taxation. . 

(15) It is erroneous to assume that the abolition 
of profits tax would enable business undertakings 
to absorb the burden of VAT instead of passing it on 





652 


to the ultimate consumer in the form of higher 
prices. In numbers, the majority of businesses are 
not at present subject to profits tax and for them the 
absorption of the burden of VAT would involve a 
reduction in profit margins. There are no grounds for 
supposing that such a reduction would be accepted. 
Moreover, even for businesses which are now subject 
to profits tax there is no relationship between the 
effect of abolishing profits tax and the effect of 
introducing VAT. Businesses which now pay profits 
tax would not necessarily pay VAT. For example, 
it is assumed that exports would be exempt from VAT 
whereas at present exporting companies are liable to 
profits tax on their export as well as their home 
profits; and businesses which provide services with- 
out having 'sales' in the accepted commercial sense 
would either be exempt from VAT or assessed under 
special rules. Even.for companies which are now 
liable to profits tax there would not necessarily be any 
relation between the amount now payable as profits 
tax and the amount which would be payable as VAT 
since the former is based on profits while the latter 
would be based on profits (if any) plus wages and 
other expenses. The relative burdens of the two taxes 
would depend upon the circumstances and profita- 
bility of each company. A company which is liable 
to little or no profits tax because its profits are small 
or non-existent might nevertheless have substantial 
liability to VAT. 


(16) There would also be other complications 
depending upon the treatment for VAT of items 
such as capital expenditure and interest charges 
but these merely serve to emphasize that, as indicated 
above, it is erroneous to regard VAT' as an alternative 
to profits tax and therefore the abolition of profits tax 
would have only incidental and fortuitous bearing 
on the likelihood of the burden of VAT being 
absorbed by businesses instead of being passed on to 
the ultimate consumer. 


(17) To sum up on the annual assessment method 
(even if it were practicable): 

(a) the one certain factor is that (in direct contrast 
to the invoice method) there would be no 
addition of VAT as such to the price paid by the 
ultimate consumer; 


(5) the uncertain factor is the extent to which 
business men would in fact pass on to the ulti- 
mate consumer the burden of VAT by increas- 
ing their prices; 

(c) bearing in mind that: 

(i) the abolition of profits tax would have 
only incidental and fortuitous bearing on 
the matter; 

(1) VAT would be regarded as being akin to 
purchase tax; 

there are no evident reasons for supposing that 

VAT would not in fact be passed on to the 

ultimate consumer (so far as competitive 

conditions permit) and therefore result in 
increased prices. 


THE 
ACCOUNTANT 


November 23rd, 1963 


VAT Compared with Purchase Tax 


(18) As shown in earlier paragraphs, VAT is in © 


the nature of an indirect tax comparable with pur- 
chase tax and not with a direct tax such as profits 
tax. (If VAT were assessed on the invoice basis 
there would be no relationship at all with a direct 
tax; and if VAT' were assessed on an annual accounts 
basis any attempt to compare it with profits tax would 
be erroneous.) VAT should therefore be studied as a 
possible alternative to purchase tax and not as an 
additional imposition. To operate in parallel two 
indirect taxes of broadly similar type and nature 
would on administrative grounds alone be un- 
necessarily complex and wasteful. VAT should 
therefore be studied on the basis that any advantages 
which the replacement of purchase tax by VAT might 
be thought to confer should be balanced against the 
additional administrative expense and difiiculty 
which would inevitably accompany the introduction 
and operation of new fiscal legislation covering a much 
wider field. 

(19) The total revenue yield would also be a rele- 
vant consideration. Presumably VAT, like purchase 
tax, would be deductible for income tax purposes. If 
VAT were absorbed by businesses then revenue 
from income tax would be reduced since taxable 
profits would fall. If on the other hand VAT were 
passed on to the ultimate consumer by price increases 
then the yield from income tax would be unaffected. 


ANSWERS TO SPECIFIC QUESTIONS 


(20) The Council has selected from the question- 


naire issued by the Committee on Turnover Taxation ^w 


certain questions dealing with broad considerations 
and practical aspects which the Council regards as 
being within the sphere of the Institute. Answers to 
these questions are given below. 


Q. ro. Generally, do you think that the 
abolition of profits tax and its replacement 
by VAT would affect the United Kingdoms 
balance of bayments on current and capital 
account, and if so, in what ways? 


(21) It is necessary to draw attention to the 
*General comments' in this memorandum where it is 
emphasized that it is erroneous to regard VAT as an 
alternative to profits tax. The answer to question 10 
must therefore be considered against that general 
background. 

(22) If, as seems probable, the burden of VAT were 


H 
H 


V 


generally passed on to the ultimate consumer Che 


there would be an increase in the cost of living, which 
would stimulate pay demands. Since payroll would 
itself be a major element in VAT, it seems probable 
that VAT would tend to accelerate the inflationary 
wages-prices spiral. T'his would hinder rather than 
help exports, and the balance of payments would 
suffer accordingly. 
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(23) Remission of VAT on exports would not of 
itself seem to offer material financial advantage or 
incentive to exporters, except in so far as such relief 
might be said to remove what would otherwise be an 
impediment to sales. This would not seem to be any 
greater incentive than is given by the existing exemp- 
tion of exports from purchase tax. Indeed on the 
invoice basis exporters would suffer some disadvan- 
tage in that costs of financing stocks and production 
for export might be higher, by reason of VAT 
increments which would not be recouped until later. 

(24) The balance of payments on capital account 
might be assisted if the abolition of profits tax and 


. therefore the possibility of higher after-tax profits 


were to encourage the introduction of foreign invest- 
ment capital into the United Kingdom. This pos- 
sibility might however be modified by the effect of 
relevant double taxation agreements. 

(25) The Council's conclusion on this question is 
that there appears to be no convincing reason to 
expect that VAT would improve the United Kingdom 
balance of payments and that on the contrary the 
balance of payments might suffer if the effect of VAT 
proved to be inflationary. 


Q. 11. Do you think that the abolition of profits 

tax, and its replacement by VAT, would 

favour capital intensive industries more than 

labour intensive industries; or the reverse? 
What are the reasons? 


(26) Here again it is necessary to draw attention 
to the ‘General comments’ in this memorandum 
where it is emphasized that it is erroneous to regard 
VAT as an alternative to profits tax. The answer to 


question 11 must therefore be considered against 


‘that general background. 


(27) Capital intensive companies have some advan- 
tage for profits tax purposes as compared with labour 
intensive companies by reason of their greater capital 
allowances; in particular, through investment allow- 
ances they obtain what is effectively a tax rebate on 
purchases of new equipment. If profits tax were 
abolished any advantage obtainable in this connection 
would be relatively reduced. Abolition of profits tax 
would thus seem somewhat to favour, in comparative 
terms, labour intensive undertakings. Much depends 
however on comparative overall profitability, and 
the incidence of depreciation and interest charges, 
as well as capital allowances. 

(28) On the other hand, the introduction of VAT 
might tend to favour capital intensive industries 


_ more than labour intensive industries because payroll 


would form a large element in VAT. Much would 


—depend however on the extent (if any) to which VAT 


would be absorbed by businesses instead of being 
borne by the ultimate consumer in the form of 
higher prices. 

(29) The Council does not regard it as possible to 
form a view one way or the other on question II 
because of the conflicting influences which it is not 
possible to assess particularly in the absence of details 
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of the precise form of VAT, the rates at which it 
would be charged and the range of goods and services 
to which it would apply. 


Q. 15. Do you think that the abolition of 

profits tax, and its replacement by VAT, 

would stimulate efficiency? What are the 
reasons? 


(30) Here again it is necessary to emphasize as in 
paragraphs 21 and 26 that VAT should not be 
regarded as a ‘replacement’ for profits tax. The 
abolition of profits tax and the introduction of VAT 
would have widely differing effects and the answer 
to question 15 must be considered against this 
general background. 

(31) It is therefore necessary to consider the two 
taxes separately. The abolition of profits tax would 
clearly be of benefit to those companies which now 
pay profits tax. It would increase their after-tax 
profits. The use to which this benefit is put would 
vary according to the nature of the business. In 
competitive conditions it could lead to reductions in 
prices and this might force similar reductions by 
competitors who have not benefited from the abolition 
of profits tax and could therefore only maintain their 
profit margins by increasing their efficiency. This 
however is only one facet of a complicated subject. 

(32) Whether the introduction of VAT would 
stimulate efficiency would depend to a large extent 
on whether the burden of VAT is absorbed by 
businesses or is borne in whole or part by the ultimate 
consumer. If it is not absorbed by businesses there is 
no reason to suppose that it would have much effect 
in stimulating efficiency. If on the other hand a 
substantial part of VAT were absorbed by businesses 
they would have to be content with lower profit 
margins unless either they could increase their 
efficiency in order to maintain their margins after 
bearing the burden of VAT or they could find means 
of reducing the burden of VAT. 

(33) One means of attempting to reduce the burden 
of VAT (bearing in mind that payroll constitutes a 
large element in VAT) would be to reduce the labour 
element in sales. ‘This might be achieved by increasing 


the capital or the materials elements or both. It 


would be an over-simplification to assume that such 
modifications necessarily imply improved efficiency. 
Moreover, if there is scope for such modifications 
they would probably be made even without VAT 
because the size of the payroll itself is the most 
important factor, not a tax addition to it. Nevertheless, 
it may be argued that a nation which depends 
economically upon its manufacturing skill (i.e. in 
adding value to imported raw materials), may harm 
itself by taxing that activity. The exemption of exports 
from such a tax would not entirely remove its 
discouraging effects, in that efficient production can 
often only take place in the climate of a flourishing 
home market. The argument might be applied with 
equal force to the possible impact of VAT on those 
service industries which attract overseas custom. 
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Q. 16. There are two possible methods of 

assessment of VAT: 

(i) the liability of each business might be 
assessed annually from its trading accounts, 
which might require some adaptation for 
the purpose: 

(it) the amount of the tax might be assessed 
separately on each purchase and sales in- 
voice, the net liability of the business in 
any period being the difference between the 
total amounts of tax shown by these 
invoices; this is the system used in France. 

In relation to questions 4, 5 and 6, do you 

think that the choice of either of these methods 

would be more, or less, likely to lead to the 

VAT being paid out of profits or being passed 

on as an addition to prices? 


[Questions 4, 5 and 6 are as under: 
Q. 4. If as a result of the next Budget, 
(a) profits tax were to be abolished; 
(b) the rates of income tax and purchase tax 
were to remain unchanged; 
(c) a VAT were to be imposed at the vate of 
24 per cent; 
and supposing that your suppliers? prices 
remainéd unaltered, would you absorb your 
liability to VAT out of your profits, which 
would be enlarged by the profits tax remission, 
so that the overall prices which you charged 
were unchanged or reduced? 


Q. 5. If you would pass on the VAT in whole 
or in part as a net addition to your prices, 
how would you deal with any larger profits you 
would retain as a result of the remission of 
profits tax? For example, would you increase 

. wages, or pay higher dividends; or increase 
your capital expenditure; or what other course 
would you take? 


Q. 6. In relation to questions 4 and 5, can you 
form any judgment about what your suppliers 
would in practice be likely to do?] 


(34) The Council has examined question 16 in its 
‘General comments’ (paragraphs 8 to 17 above) and 
has indicated in paragraph 4 (d) its general conclusion 


that there is a high probability that the burden of ` 


VAT would fal on the ultimate consumer as an 
increase in the price he has to pay. The factors which 
govern this probability differ materially according to 
whether the invoice method or the annual accounts 
method is used but the Council considers that in the 
long run the method used would not materially affect 
the outcome. 


Q. 17. If VAT. were assessed annually as des- 
cribed above, do you think that this would 
lead to any serious administrative or account- 
ing problems? 
Q. 18. If VAT were assessed on individual 
invoices (the French method), do you think 
that this would lead to any serious adminis- 
trative or accounting problems? 
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(35) These two questions are dealt with together 
as they both relate to administrative aspects. 
(36) If VAT were imposed at a single uniform rate 


on all goods and services and there were no other - 


considerations it would clearly be advantageous to 
adopt the annual assessment method. There would be 
one annual assessment instead of the enormous 
number of individual calculations required by the 
invoice method. 

(37) Even so, a number of problems may be antici- 
pated and their seriousness should not be under- 
estimated, Adjustments would be necessary in respect 
of opening and closing stocks and possibly in regard 
to overheads. There would also have to be special 
transitional provisions to cover opening assessment 
periods which would in most cases be broken 
accounting periods. Moreover any delay in agreeing 
the annual VAT computation with the tax authorities 
would be disadvantageous to exporters in obtaining 
settlement of their export rebates. 


(38) Export rebates would represent the VAT 
element in the cost to the exporter of the goods 
bought by him and forming part of his export 
product. It would be impossible on the annual 
assessment basis to ascertain the VAT element by 
working back through the whole chain of suppliers 
lying behind the goods bought by the exporter. 
Assuming, however, that VAT would be charged at a 
uniform rate on all goods and services then it wouid 
be fair enough to calculate the export rebate simply 


by applying the VAT rate to the goods purchased 


by the exporter. It is however improbable that this 
assumption is valid. It seems inevitable, as with 
purchase tax, that there would not be one uniform 
rate and that there would be some exemptions. This 


would make it impossible to compute the export ^ 


rebate from the exporter's accounts; and as it would 
be impracticable to trace back through the chain of 
suppliers the VAT element in each component it 
must be concluded that the annual assessment method 
could not be applied in the absence of a uniform rate 
of VAT applicable to all goods and services. The 
same problem would arise in computing the annual 


assessment on a home trader dealing in goods or. 


services some of which are exempt or chargeable at 
differing rates; there would be no practicable means 
of ascertaining to what extent allowance should be 
made for the VAT element in the cost of his pur- 
chases. 

(39) It would seem therefore that the administra- 
tive and accounting difficulties are such that if VAT 


were introduced it would have to be on the invoice , 
\ 


basis. ‘This would be practicable but complex if 


certain goods and services were exempt and there 


were two or more rates of VAT. It would also be 
burdensome to the whole range of business enterprises 
which would have to adapt all their records in order 
to accommodate the VAT addition to every transac- 
tion. Much would depend on the number of points of 
collection. In France these are restricted to the whole- 
sale stage, but it is.not clear whether this would be 
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. intended in the United Kingdom. If collection were 

extended to retailers in the United Kingdom it may 
: well be that the number-of collection points would be 
upwards of 500,000. Again, the number would be 
increased if VAT extended to services as well as 
goods. Many businesses have only meagre accounting 
resources and would require close supervision by the 
authorities to guard against irregularities. This could 
prove a considerable problem, and collection costs 
might be heavy in comparison with current Inland 
Revenue and Customs and Excise cost. 

(40) These arguments suggest that as a matter of 
administrative convenience VAT would be best levied 
up to the manufacturing or wholesale stages (as in 
France) and not beyond. This would limit the number 
of collection points and ease the burden of adminis- 
tration but even so the number of collection points 
would greatly exceed the number now required for 
purchase tax. Broadening the purchase tax base might 
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effectively achieve as much as VAT by bringing 
within the scope of a proved and administratively 
efficient form of taxation most if not all of the goods 
which VAT would seek to tax. 


Q. 20. Do you think of the direct tax burden 

on companies as an aggregate, or do you 

distinguish income tax and profits tax as 

separate categories of taxation which require 

separate consideration when fixing prices or 
profit budgets? 


(41) The key figure in the calculation of margins 
is profits before direct taxes. Tax on the residue is 
broadly regarded as a composite of standard rate plus 
profits tax where applicable - i.e. ros gd in the £ (a 
theoretical figure which, by reason of capital allow- 
ances and the tax computation rules, seldom if ever 
arises in practice). 





Weekly Notes ` 


SUPPLEMENT ON THE FINANCE ACT 


"EE supplement with this issue ~ ‘The Accountant 
Synopsis of the Finance Act, 1963’ ~ has been 
prepared in the light of the numerous comments we 
have.received on the complexity of the 1963 Act. 


————" a 


" Intended for day-to-day use as a convenient index 
to the Act, the supplement is printed on durable 
paper and may easily be detached from the body of 
the issue. It is hoped that this synopsis will be of 
value to readers. We plan to produce a similar guide 
to the Finance Act each year in future and any sug- 
gestions for improvement will be welcomed. 

Additional copies of the supplement are available 
from Gee & Co (Publishers) Limited, 151 Strand, 
London WC2, price 1s each, or 10s per dozen, post 
rcc. , 


MR SOUL’S APPEALS DISMISSED 

p Monday the Court of Appeal dismissed the 
appeal of Mr Robert Frederick Soul against the 
decision of Mr Justice Buckley. His lordship had 
affirmed decisions by the General - Commissioners 
‘that Mr Soul had been correctly charged to tax under 
~Schedule A on a large number of properties in and 
around London for the years 1954 to 1961 inclusive, 
as the "landlord' within the meaning of section 109 of 
the Income Tax Act, 1952. The decision of Mr Justice 
Buckley was mentioned in a leading article in last 

week's issue under the title "T'ax Tangle’. 
Giving the first judgment in the Court of Appeal, 
Lord Denning said that ‘landlord’ in section 109 


meant the person who was beneficially entitled to the 
rents. Although Mr Soul had had the houses con- 
veyed into the names of others he had not rebutted 
the presumption of a resulting trust in his own favour. 
The Commissioners had found that for the six-year 
period which they had to consider, Mr Soul had been 
personally entitled to the rents and profits of the 
houses, as landlord. Mr Soul had put forward in his 
favour in this appeal the decision of Mr Justice 
Wilberforce last month that Mr Soul was not the 
owner of the houses which he had had conveyed to 
Mr Marchant. However, that did not displace the 
findings of the Commissioners. 


UNITED KINGDOM OVERSEAS 
INVESTMENT IN 1962 


CCORDING to estimates of direct investments 
overseas by the United Kingdom, published by 
the Board of Trade Journal last week, these increased 
by £212 million in 1962 compared with £226 million 
in 1961. Investment by overseas companies operating 
in the United Kingdom increased by £137 million in 
1962 compared with £236 million in 1961. The 196r 
figure was further inflated by the acquisition of the 
remaining share of the Ford Motor Co Ltd by its 
American parent. Taking this into account the rate of 
direct private investment in the United Kingdom by 
overseas concerns has remained fairly stable. 

There has been a change in emphasis in the geo- 
graphical areas into which British investment has 
been attracted. The proportion going to North 
America has fallen steadily from 27 per cent in 1959 
to 9 per cent in 1962. In contrast, direct investment 
in Western Europe accounted for 30 per cent of the 
total in 1962 compared with 18 per cent in 1961 and 
IO per cent in 1960, The European Economic Com- 
munity has become much more important in this 
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respect than the European Free Trade Association. 
The Community (which is the European Common 
Market) accounted for 20 per cent while the E.F.T.A. 
accounted for only 1o per cent last year. 

So far as the inflow of investment into the United 
Kingdom is concerned, United States companies are 
still the largest investors, accounting for 76 per cent 
of the total in 1962. 

All these figures exclude oil and insurance invest- 
ment and therefore give only a partial indication of 
the total position. 


DRIFT TO THE NORTH? 


N the last few months the Government has begun 

to realize the full economic and sociological impli- 
cations of the continuing accelerated drift of popula- 
tion to the south-east, and the vicious circle of lack of 
work and lack of workers which has been bringing 
economic stagnation to the north-east and Scotland. 

The Government's plans for these two areas are 
embodied in two documents. The first of these is 
called The North-East, the second one is called 
Central Scotland’ Both White Papers are given the 
sub-title of A Programme for Regional Development 
and Growth. 

Of the two, the Scottish White Paper is the more 
sophisticated document, and this is doubtless due to 
the fact that Scotland has done a good deal of hard 
thinking and constructive planning about its economic 
future over the last few years, notably through the 
Scottish Council (Development and Industry). The 
Scottish programme envisages public service invest- 
ment. rising from {100 million to £140 million a year 
over the next two years and when this has been 
achieved central Scotland with 7} per cent of the 
population of Great Britain will get more than 11 per 
cent of the total public service investment. 

The North-East plan proposes an increase from 
£55 million in 1962-63 to £80 million in 1963-64, and 
Zoo million in 1964-65 to be spent on the north-east 
coast. The north-east has about 54 per cent of the 
total population and its proportion of public service 
investment will rise to 7 per cent in 1964—65, and-this 
proportion is to be maintained for several years there- 
after. Emphasis is placed on better roads, ports, air- 
links, new towns and educational building. 


THE EXPANDING ECONOMY 


URTHER assurance, as if any were still needed 

after Mr Maudling’s recent reports, that the 
United Kingdom economy is now in the expansionist 
phase is given by. the latest (November) review of 
the economy from the National Institute of Economic 
and Social Research. National output has been rising 
during the current year at about 5 to 6 per cent; this is 
fully up to the National Economic Development 
Council requirements for its 1961-66 plan. Looking 
ahead, the Economic Review forecasts ‘something of a 
stock-building boom’, and believes, too, that public 
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investment will continue to rise for some time yet. 
While private sector investment is now beginning to 
recover from the low level of the past two years, the 
Review does not expect it to reach the level of the 
1960 boom. 

Against this apparently reassuring picture the 
Revtew comments that the rate of economic growth in 
the coming year may be a little slower than that in 
1¢63, during which year there has been a total 
productivity increase of some 31 to 4 per cent. 'T'his, 
comments the Review, is ‘not in any way a remarkable 
figure for a recovery period'. It is almost certain to be 
accompanied by a substantial upsurge in imports 
which could lead to a current deficit on the overseas 
payments account. It should be possible, however, for 
this to be financed without heavy drawings upon 
reserves. 

The world economy, so important to Britain's 
export prospects, is experiencing a rise in production 
and trade but the future rate of expansion will be 
slower than it was earlier this year. Primary producers' 
reserves of gold and foreign currencies are now higher 
than they have been since 1956-57 and the prices of 
their products are currently about 5 per cent above 
the 1962 level. Among this group of countries the 
overseas sterling area members have been doing well. 
This could help the United Kingdom to increase its 
exports to those areas to finance the prospective 
increase in imports arising from the stock-building 
boom which economic expansion in the coming 
months should generate. As the Review rightly 
remarks, exports are the key to the future situation. 


A BANKRUPT'S PENSION CONTRIBUTIONS 


HE Minister of Education has succeeded in^ 


establishing that pension contributions amounting 
to some £400 of a bankrupt primary school teacher 
should not be handed over to her trustee in bank- 
ruptcy. When Miss Margaret Russell Duckett, 
former headmistress of Piddlehinton Primary School, 
Dorset, was made bankrupt in connection with the 
repayment of a loan from Dorset County Council, 
her trustee in bankruptcy obtained an order from 
Mr Registrar Cunliffe directing that the Minister 
of Education should pay over the contributions to the 
trustee. The Minister appealed to the Court of 
Appeal which held (according to The Times of 
November rsth) that the provisions of the Bank- 
ruptcy Act, 1914, precluded such, an order, and 
notwithstanding the Teachers’ Superannuation Act, 


1925. 


PENDING HIRE-PURCHASE BILL 


"HE Secretary of State for Industry, Trade and 
Regional Development announced in the House 
of Commons last week that a Bill would be introduced 
during this session to amend the hire-purchase Acts. 


It is intended to cover matters where ‘action is 


immediately necessary’ in the opinion of the Minister. 
It is understood that other more fundamental 
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THE ACCOUNTANT SYNOPSIS 
of the 


FINANCE ACT, 1963 


This synopsis of the Finance Act, 1963 (excluding Part | — Customs and Excise and 
relevant Schedules 1 and 2) is intended to serve a dual purpose; first, as an 
elaborate index setting out the contents of each subsection and sub-paragraph so 
as to facilitate instant reference to the relevant text; and secondly, as an aide- 
memoire to the practitioner whose mental index hinges on key words and phrases 
in current usage which do not necessarily appear in the official text. For instance, 
eight classes af personal relief are identified in the subsections of section 12, 
while the deductions allowable under Case VIII are elaborated by reference to the 


10. 
11. 
12. 


13. 


14. 


15. 


16. 


forty-two sub-divisions of Schedule 4. 


The synopsis is intended to be used in conjunction with a copy of the Act and its 
principal value will no doubt lie in the saving of time which it offers to those 
obliged to examine the actual text of this labyrinthine legislation. 


PART Il: INCOME TAX 


Chapter | - Rates of tax and changes in 
personal reliefs 


1963-64 Standard rate of income tax. 
1962-63 Surtax rates. 


Revised personal reliefs. 

Revised old-age relief. 

(3) Revised child reliefs; 1963—64 limit of child's 
income. ; " 

(4) Revised dependent relative relief. 

Revised reduced rates of income tax. 

Revised small income relief. 

Revised small retirement income relief. 

Revised national insurance contributions relief. 


Limit of child's income from 1964—65. 


Chapter il - Annual gains and single gains 
under Case VIII 


(1) Substitution of Case VIII for Schedule A. 
(2) 1963—64 Transitional provisions. 


(1) Scope of annual gains. 
(2) Current year basis for gains. 


(3) Deductions in computing annual gains; 
Schedule 4. 

(4) Treatment of furnished lettings. 

(1) Case VIII assessments. 

(2) Annual gains; provisional assessments, to be 


adiusted. 
(3) Inspector may sign additional assessments. 
Tax arrears recoverabie at source. 
(5) Tax arrears recoverable from agents. 
Non-residents’ gains taxable at source. 
Repayments to non-residents resulting from (6). 


. (1) Relief where Case VIII receipts irrecoverable. 


Penalties for irregular relief claims. 


Revenue right to obtain information. 
Penalties for irregular information. 


Formal procedure for Case VIII claims. 


1963-64 Occupiers and Schedule A. 

(2) 1963-64 Occupiers and maintenance relief. 
1963-64 Meaning of ‘occupier’. 

1963—64 Schedule A variations. 

1963-64 ‘Estate’ modiiications. 

1963-64 Excess rents: single gains charge 
deductible. 

(7) P.A.Y.E. dateline. 





21. 


22. 


23. 
24. 


25. 


26. 


27. 
28. 


29. 


30. 


(1) 1963-64 Maintenance claims by new owners. 

(2) 1963-64 Excess rents computations and new 
owners. 

(1) Single gains from premiums on short leases. 

(2) Single gains from contractual improvemenis by 
tenant. 

(3) Single gains from commutation of rent. 

(4) Single gains from changes in terms of lease. 

(5) Single gains by person other than landlord. 

(6) Single gains: instalments convertible into annual 
gains. 

(7) Single gains: no provisional assessments. 

(8) 1963-64 Excess rents: inclusion of single gains. 


(1) Single gains from premiums on assignment of 
leases. 

(2) Certificate of liability. 

(1) Single gains from sale of estate or interest in and. 

(2) Sale subject to variable date of reconveyance. 

(3) Sale subject to grant of lease after one month. 


(1) Assignments, etc.; top-slicing arrangements. 
(2) Case VIII rules for single gains under Case VI. 
(3) Avoidance by individuals and residents of 
Ireland. 

Single gain 'transaction' : no loss relief. 
Duration of a lease. 

Transactions before April 6th, 1963. 

"Term' in Scotland means 'period'. 


(1) Natural resources chargeable under Schedule D, 
Case I. 
1963-64 Transfers to Schedule D, Case |. 


Schedule A assessments after 1963-64. 


Schedule B restricted to certain woodlands. 
Annual value for Schedule B. 

(3) Schedule B and annual gains. 

Schedule B assessments after 1963-64. 


Annual value and Schedule D, Case J or II. 

Long lease rents and Schedule D, Case Í or Il. 

Deductions where single gains from business 

premises. 

1963-64 Maintenance relief under Schedule D, 

Case J or Il. 

(5) Dealing in land: deductions re certain single 
gains. 

(6) Single gains 
modified. 

(7) Assignment of lease or sale of land: (5) app ied. 


(1) Appeals re annual value. 
(2) Revenue have right of survey. 


realized by instalments: (5) 


31. (1) lithe annuity as charge on income. 41, (All references are to vehicles costing over 


(2) Five-sixths deduction. 
(3) 1963-64 Schedule A restriction. 


32. (1) Interpretation of Chapter ll. 
(2) Sum paid in connection with granting of tenancy. 
(3) Application to Scctland. 


Chapter Ill — New and revised capital allowances 


33. Investment allowances after November 5th, 
1962. 

34. Annual allowances for industrial buildings and 
dredging. 

35. (All references are to plant as defined in sub- 


section (1)). 
(1) Annual allowances. 
(2) Rates of allowances established before 1963-64. 
(3) New or re-determined rates of allowances. 
(4) Continuity of rates in (3). 
(5) Re-determination of rates established before 
1963-64. 
(6) Straight line rates. 
(7) Rates for abnormal use. 
(8) Validation of pre-1963-64 unofficial rates. 
(9) Interpretation. 
(10) Re-wording of section 283, Income Tax Act, 
1952. 
(11) Confirmation of section 284, Income Tax Act, 
1952. 


36. (1) Revised scientific research allowances. 
(2) Expenditure incurred in final year of assessment. 
(3) Cesser of user followed by sale. 


37, (Ali references are to mineral assets as defined in 
(subsection (T)). 
(1) Annual allowances for relevant expenditure. 
(2) Annual allowances measured by royalty value of 
output. 
(3) Cumulative limit on annual allowances. 
(4) Balancing charge or allowance. 
(5) “Cost of acquiring the output’ for purposes of (4). 
(6) Making good: relevance to subsection (4). 
(7) Resumption of working of discontinued source. 
(8) Allowances to be made in charging profits of 
trade. 
(9) Transfers of relevant expenditure under common 
control. 
(10) Aggregation of expenditure relating to the same 
source. 
(11) Exclusions from relevant expenditure. 
(12) Interpretation. 
(13) Application of rules in Income Tax Act, 1952. 
(14) Allowances effective from 1963-64. 


38. (All references are to Development District 
plant as per (7) below.) 
(1) Annual allowances for relevant expenditure. 
(2) Change of user within three years. 
(3) Restricted allowances to lessees. 
(4) Adjustments where disqualification for any year. 
(5) Development District defined. 
(6) Extension to certain New Towns. 
(7) Loss of Development District status. 
(8) Interpretation. 


39. (1) Annual allowances for certain mining expendi- 
ture. 
(2) Change of ownership. 
(3) Application of Development District rules. 


40. (1) Relief for expenditure relating to trade effluents. 
(2) Interpretation. E 
(3) Relief commences from June 1st, 1963. 


£2,000 as defined in section 27 of the Finance 
Act, 1961.) 

Substitution of revised rules from 1963-64. 
Initial allowances. 

Annual allowances. 

Balancing charges. 

Restrictions on allowances. E 
Subsidies and contributions. 

No set off for balancing charge where replace- 
ment. 

Restriction of hire charges. 

Purchase subsequent to hire. 

Revision of hire-purchase rules. 

Rules for adjusting assessments. 

Vehicles, etc., used for testing. 


Some retrospective effect for Chapter III relief. 
Expenditure before commencement of trade. 
Interpretation of Chapter lll. 

Embodiment of Chapter Ill in Income Tax Act, 
1952. 


pe 


Chapter IV -Miscellaneous income tax provisions 


43. 


46. 


47. 


48. 


54. 


(3) 
(4) 


(5) 
(6) 
(7) 


(All references are to an approved housing 
association.) x 
Consequences of making a claim. 

Properties not subject to a tenancy. 

Restriction of Case VIII deductions. 

Adjustment of liabilities. 

Approval of associations. 

Duration of approval. 

Regulations. 

Provisions as to claims. 

Application to 1963—64 long lease rents. 


Qualified exemption from tax on housing grants. 


Overseas Trade Corporations: removal of dis- 
qualification. 


Cessation of trade: revised additional assess- 
ments. 
Cessation of trade after change of owners. 


Beneficial occupation of employer's premises by 
employees. 

No double liability under Schedule E benefit 
rules. 
Liability if tenancy connected with employer. 
Exemption where unfavoured local authority 
letting. 

Director to be treated as employee. 

Woman occupiers included. 

"Terms of tenancy' explained. 


Dealing in land: deductions for woodlands. 
Dealing in land: sale of woodlands. 

Saleable underwood. 

Contracts before May 1st, 1963. 

India, Pakistan and Burma pensions increases. 
Vouchers for payments made under deduction 
of tax. 

Recipient's right to enforce performance. 


Small interest payments: revised rules for tax 
deduction. 


T 


{ Ve 


PART Hf: ESTATE DUTY 
Estate duty rates from April 4th, 1963. 
Limitation of gifts /nter vivos in consideration of 
marriage. 
Disposition by a party to the marriage. 
Issue of the marriage. 
Disposition before April 4th, 1963. 
Relief for land of outstanding scenic, historic or 
scientific interest. 


(2) Terms and conditions of relief. 


55. 


"56. 


57. 


58. 


60. 


61. 


62. 


63. 
64. 
65. 


66. 


,57. 


68. 


MUNERA ttm ini 


(1) 


(2) 


(1) 
(2) 


(1 


) Properties exonerated from 


PART IV: STAMP DUTIES 


Revised stamp duties for conveyance or transfer 
on sale. 

Stock or marketable securities and rent over £50. 
Upper limit on duty chargeable ad va/orem. 
Amendment of section 34 (8), Finance Act, 
1958. 


Revised stamp duties on leases for over seven 
years or over £100. 

Revised duties of 10s and £1. 

Lease granted for fixed term and thereafter until 
determined. 

Repeals. 


Halving of certain rates doubled by section 52, 
Finance Act, 1947. 
Bond of any kind not specifically charged with 


‚any duty, 


Composition by local authorities in seven days 
to August 1st, 1963. 

Postponed delivery of a statement of loan 
capital. 

Composition in respect of colonial stock. 


Stamp duty on bearer instruments. 
Interpretation of terms. 

Meaning of ‘the transfer duty’. 
Explanation of certain terms. 

Repeal of section 44, Finance Act, 1944. 


Instruments chargeable under section 59 (1). 
Duty in respect of instruments not chargeable 
under (1). 

Production of instrument to the Commissioners. 
Fine and interest payable if default. 

Written particulars for determination of duty. 
Liability of transfer broker or agent. 

Penalty for false particulars. 

Instrument deemed to have been duly stamped. 
Reciprocal provisions with Northern ireland. 


Market value of stock ; instrument chargeable on 
issue. 

Market value of stock ; instrument chargeable on 
transfer. 


Canadian and colonial stock. 

Commonwealth Govemment stock. 

Section 37, Finance Act, 1939. 

Substitution of 'commonwealth' for 'colonial'. 
Repeals re certain Indian stocks. 
‘Commonwealth Government stock’ defined. 


Securities for annual and other payments. 
Gifts in consideration of marriage. 


Extension re section &9 (1), exemption 3. 
Unit trust schemes: charities. 
Exemptions re legal aid forms. 


Composition by local authorities. 

Periodical accounts. 

Individual instruments not to be separately 
stamped. 

Default by local authority. 

Stamp duty deemed to have been paid. 
Meaning of ‘local authority’, 


Non-circulation of transfers in blank. 

Meaning of ‘transfer in blank’. 

Transfer re voluntary disposition inter vivos. 
Construction of references to stock and ‘transfer’. 
Other references. 

Date of commencement to be fixed by statutory 
instrument. 


PART V: MISCELLANEOUS 


land tax after 
1962-63. 


69. 


70. 


71. (1) 


72. (1) 
(2) 
(3) 
(4) 
(5) 


(1) 
(2) 


73. 


Functions of land tax officials. — 
Compulsory redemption liability before March 
25th, 1963. 

Meaning of ‘land tax year’. 


(Provisions relating to profits tax.) 

Single gains as income. 

Deductions by reference to single gains. 
Retrospective effect of Chapter 1l! capital 
allowances, . 
Section 37 mineral relief to rank with capital 
allowances. 

Housing association exemptions. 

Housing grant exemptions. 

Section 69 embodied in Part IL Finance Act, 
1937. 


Exchequer advances to electricity and gas 
authorities. 

Orders to be approved by House of Commons. 
Statutory instruments. 

Repeal of section 78, Finance Act, 1960. 


Limited right to take Government securities in 
bearer form. 

Relevant categories of Government securities. 
Regulations. 

Statutory instruments. 

Meaning of ‘Government securities’. 

Limited repeal of Part V, National Debt Act, 1870. 


Redemption of stock created under Purchase of 
Land (ireland) Act, 1891. 

Redemption out of sinking fund. 

Application of surplus. 

Extinction of liability for annuity instalments. 
Account by National Debt Commissioners. 


Title of Finance Act, 1963. 

Stamp duty sections (except 67) operative from 
August 1st, 1963. 

1952 Customs and Excise or Income Tax Acts. 
Consolidated construction of parts of Act. 
References to other Acts inclusive of amend- 
ments. 

Exclusion re Northern Ireland. 

Case VIII modifications and repeals. 

General repeals. 

Confirmation of section 38 (2), Interpretation 
Act, 1889. 


SCHEDULES 


Schedule 3- Table of relief for National Insur- 


ance contributions. 


Schedule 4 — Deductions in computing annual 


(1) 
(2) 


and single Case VIII gains 


Classes of payments deductible in computing 
annual gains. 


Qualifying due dates and period for which 
incurred. 


Lease at a full rent: extension of qualifying 
period. 

Apportionment for parts of premises. 

Meaning of 'void period'. 

Lease at a full rent: deductions in respect of 
other premises. 


Changes in terms of lease: ‘full rent’ or 'tenant's 
repairing'. 

Part of premises in common use. 

(References are to property managed as one 
estate.) 


Rents attributable to parts not let at a full rent. 
Notice of election. 


(3) Premises not included at April 5th, 1963. 
(4) Meaning of ‘estate’. 

8. (1) Single gains chargeable on secondary interests 
in any premises by reference to 'the later charge- 
able amount' and 'the appropriate fraction of the 
amount chargeable on the superior interest’. 

(2) Apportionment for part of premises. 
(3) 'The appropriate fraction of the amount charge- 
abfe on the superior interest’. 


9. (1) Deduction from annual gains of proportion of 
single gains charged on predecessor. 
(2) Restriction of relief where later chargeable 
amount. 


10. (1) Exclusion of relief in respect of tenant’s works 
ranking for capital allowances. 

(2) Adjustment of relief where recomputation of 

single gains from sale of estate or interest in land. 


11. (1) Payments not deductible if made before 1964—65. 
(2) Unrelieved maintenance expenditure carried 
forward to 1964—65. 
(3) Apportionment where premises previously com- 
prised in land managed as one estate. 
(4) Interpretation of ‘relief available’. 


12. (1) Section 346 losses available under Case VIII. 
(2) Consequential rules. 

13. (1) Deductions in computing single gains. 
(2) Expenses of the transaction deductible. 


14. Single gains deductions: payments before 
1964—65; section 346 losses. , 


15. (1) Deductions in connection with sporting rights. 
(2) Position where sporting rights treated as 
Schedule E benefit. 
(3) Meaning of ‘sporting rights’. 
16. (1) Expenditure on sea walls deductible over twenty- 
one years. 
(2) Continuation of relief where interest in premises 
transferred. 
(3) 1964-65 relief for expenditure on sea walls. 
(4) No relief where capital allowances given. 


17. (1) Deductions to be utilized in earliest possible 
year. 

(2) Taxpayer may select order of priority of deduc- 
tions. 


(3) No deductions where payments recouped or tax 
recovered. 

(4) Deduction to be utilized once only. à 

(5) Retrospective adjustments for late payments. 


18. War risk premiums and war injury payments. 
19. Interpretation. 


Schedule 5 — Ascertainment of annual value 


1. Definition of annual value. 
2. Application of Rating and Valuation Act, 1961. 


Schedule 6 — Top-slicing for Case VIII single gains 


1. Meaning of ‘chargeable sum’, ‘relevant period’ 
and yearly equivalent’. 
2. Mode of computation of relief. 


3. (1) Calculation by reference to yearly equivalents 
where there is one chargeable sum. 
(2) Calculation where more than one chargeable 
sum. 
(3) Aggregation of chargeable sums for periods of 
equal duration. 


4. "Highest part of total income.’ 
5. Treatment of personal and reduced rate reliefs. 


6. (1 ) General procedure for claims. 
(2) Surtax claim procedure under section 19 as 
modified. 


7. Chargeable sums to be excluded from 'highest 
part of total income' in other parts of Acts; 
restricted amount to be included in top-slicing 
computation relating to compensation under 
section 37, Finance Act, 1960. as 


8. Profession or vocation. 


Schedule 7- Mining, quarrying, etc. Concerns 
under Schedule D, Case l 


Schedule 8 — Transitional allowances for annual 
value of trade premises 


1. Cesser of user of land occupied for trade before 
April 6th, 1963. 
2. Allowance restricted to excess of former net 


annual values for 1963-64 and 1964-65 over 
prescribed amounts. 


3. Manner in which allowance to be given. 
4. Period to which allowance to be related. 
5. No allowance where cesser of user of land in . 


basis period the profits of which are assessed on ! 
the actual basis. 


B. Continuity of occupation where continuity of 
assessments on change in persons carrying on 
the trade. 

7. No continuity of occupation where cessation on 
change in persons carrying on the trade. 

8. Profession or vocation. 


Schedule 9 — Trading deduction by reference to 
single gains charge 


1. Meaning of 'the amount chargeable' and 'the 
relevant period’. 

2. Deduction from profits of proportion of single 
gains charged on premises used for trade. 

3. Apportionment where partial occupation of 
premises. M 

4. Rules where trader uses premises but does not 
occupy them. 

5. Restriction where mineral depletion allowances 
under section 37 of the Act. 

6. Restriction where tenant's works include expen- 
diture ranking for capital allowances. 

7. Adjustments where recomputation of single 
gain relating to sale of estate or interest in 
premises. 

Schedule 10- Claim by co-operative housing 
associations 

1. Two-year time limit. 

2. Conditions of claim. 

3. Particulars and terms of claim. | 

Schedule 11 — Stamp duty tables x 


Pat]! Table of ad valorem duty on conveyance Dag 
transfer on sale. 
Part If Revised table of stamp duties on leases. 


Schedule 12 — Amendments consequent upon 
introduction of Case VIII 


Schedule 13 - Repeals consequent upon intro- 
duction of Case VIII 


Schedule 14 — General repeals. 
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matters regarding hire-purchase, which would in- 
volve a complete overhaul of hire-purchase legisla- 
tion, are not contemplated at the present time. It 
-seems more likely that the Bill will cover the two main 
recommendations of the Molony Committee. These 
were that there should be protection for consumers 
who sign hire-purchase agreements for a limited 
period of time in which they could reconsider their 
decision and also an extension of the present limit of 
£300 up to which there is protection for customers 
against ‘snatch back’ of goods. A private Member’s 
Bill which would give hire-purchase buyers seventy- 
two hours in which to change their minds was pro- 
duced last week by Lord Peddie. It is thought that 
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the Government has brought forward its programme 
for reform of hire-purchase in response to this Bill. If 
this is so, it suggests that the ‘cooling off’ period for 
customers as set out in the Bill will be seventy-two 
hours. : 

Nothing in the Bill is likely to affect the case for a 
more fundamental overhaul of hire-purchase legisla- 
tion. Even these two measures may not have a smooth 
passage. The hire-purchase companies are known to 
favour a pertod of time for customers to change their 
minds, but some of them are worried about the effect 
which a raising of the £300 limit would have on their 
flexibility, and this might make them wish to increase 
their deposits. 





This is My Life... 


by An Industrious Accountant 


CHAPTER 199 


T’S probably a truism to say that accounting 

responsibilities have increased unnoticed and un- 
appreciated over the post-war years. ‘Their new com- 
plexities and responsibilities have probably quad- 
rupled the actual work-load we carry, though the 
designations of the jobs or functions remain the same. 
, It’s rather like the tale of Milo of Crotona in ancient 
' Greek mythology. He commenced by carrying the 
baby calf under his arm, but with the passage of time 
he finished staggering under the weight of the ox 
on his shoulders. Likewise, we accountants. 

This thought was inspired by a morning’s work 
recently on the preparation of the monthly salaries 
of our senior staff. The rank and file are dealt with 
elsewhere, but we have a tradition of secrecy for the 
management, so their records are kept highly con- 
fidential, no one seeing them but myself. There’s 
more than you'd think to doing what should be a 
routine chore. 

In earlier days a system of delegation, thought 
highly of at the time, reduced the amount of writing 
to the minimum. My secretary took the monthly 
‘cheques in blank and typed in the dates and names 
/ according to a pre-arranged list. My job was merely 
. to insert the amounts in writing and in figures, before 
»-placing them in the envelopes to be distributed with 
the internal mail. Their recording in the salaries book 
. was a simple repetition. But P.A.Y.E. has changed ail 
that. Now it's like a jigsaw puzzle. . 

I sort out a rather elaborate folder with pierced 
holes and sprockets and two messy carbon sheets. 
"There's an individual record card for each employee, 
together with the loose-leaf payroll sheet; perforated 





tear-off advice slips, and a duplicate summary of net 
payments for the bank to credit the personal accounts. 
My desk looks like the logistic records for D-Day. 

Then P.A.Y.E. is calculated in the prescribed way, 
which basically is easy enough, and doesn't justify any 
complaints. ‘The trouble comes with coding changes, 
involving adjustments and recalculations. (I wonder if 
people ever think, when they thoughtlessly get 
married or have children or look after dependent 
relatives, what an extra load they place on the account- 
ant's bowed shoulders at some little-known desk? 
They probably don't; they just never know.) 

Then there are National Insurance, and super- 
annuation contributions to be deducted, and also 
deductions for payments to the Staff Association 
Fund. One of the staff is paying off a long-term loan 
by monthly deduction from salary, meaning another 
regular journal entry; and no fewer than five others 
have deductions for life insurance and house pay- 
ment premiums. As a concession we agreed to facili- 
tate employees with heavy insurance commitments, 
by making the deductions ourselves and remitting 
quarterly to the insurance companies concerned. Each 
request was reasonable, but the work mounts up, with 
different initial dates, amounts and payees. 

Two people on my payroll have monthly transfers 
authorized in respect of benevolent funds, another 
makes a transfer to some subsidiary bank account 
(memo - tell them to have their banks do the transfers 
direct), and three have been instructed to pay regular 
sums to the credit of their personal accounts in our 
debtors’ ledger. These are characters who weve al- 
ways sticky about settling accounts, so after years of 
trouble with them we finally settled on this system of 
getting our money. It's sure, but it’s one more deduc- 
tion column. 

Not that I should grumble, considering that my 
luckless assistant with the weekly payroll has pretty 
well all these, and adjustments for sick pay, overtime, 
holiday savings, an old thrift fund, and so on. He 
really has a problem. No wonder I think of poor Milo 
and his ox, when some director asks at 12 noon if I 
shall have the salaries completed before lunch. 
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CITY NOTES 


EN 


PART from special situations bringing indi- 
vidual price gains, the stock-markets have 
developed a dull tone. Business is on a considerable 
two-way scale but sellers predominate. Political con- 
siderations are naturally behind the tendency to take 
profits and ‘go liquid’, and new buying is on a selective 
basis. 

'The operations of Courtaulds and Imperial Chemi- 
cal Industries — both directly and indirectly — in the 
textile industry have led to sharp improvement in 
many textile shares, particularly in those of ‘brand 
name' companies. 

This trend has developed strongly following Viyella 
International's merger with the British Van Heusen 
company, with the deal finished through I.C.I. taking 
up loan capital in the Viyella concern. 

Mergers not only in the textile industry but else- 
where are likely to come thick and fast in the next few 
months. The greater efficiency afforded by industrial 
regrouping into bigger units is behind the merger 
movement and within the engineering trades there 
is considerable scope for this kind of operation. 

Such moves will make for stock-market activity and 
anticipation and will bring a period of irregular price 
movements. The present dullness of the equity 
market is mostly in the established leading equities. 
The equity indices may move down but many second- 
ary shares could rise to higher levels, particularly if 
merger news develops on the anticipated lines. 


Ki * * * 


I Calico Printers’ Association’s £4 million cash 


bid for the Hide & Co store company directs 
attention to interests which lie beneath the surface of 
many companies known principally by the operations 
associated with their names. The Association already 


has under its control 163 shops, a number high enough 


to satisfy a flourishing store company on its own 


account. CPA, to the public, is known for its Tery- 
lene royalty connections and its textile printing 
activities but the retail trade already accounts for 
getting on for 20 per cent of group profits. 

* * * * 


EJECTION of Mr John Bloom's {10 million 
offer for the rental end of the Firth Cleveland 
organization probably disappointed the stock-market 
as much as it disappointed Mr Bloom. Mr Charles 
Hayward, heading the Firth Cleveland board, has 
said, starkly, that the retail division ‘is not for sale’. 
Such a forthright statement has occasioned some 
comment. Is the division not for sale at any price? 
A public company with the position of its share- 
holders to consider cannot surely reject out of hand a 
fair offer for part of its organization. Whether Mr 
Bloom’s offer was fair or not does not affect this 

particular argument. 

dé * * £ 


R Richard Dimbleby is the latest ‘personality’ 
to lend his name to the Unit Trust movement. 


He has joined the Commonwealth Unit Trust group 


which has launched an offer of Leisure Units ~ a trust 
which, as its name implies, intends to invest in the 
shares of companies catering for leisure activities. 
The intended portfolio, however, has interesting in- 
clusions and some unexpected omissions. 

Lady Isobel Barnett is associated with the Family 
Savings Unit Trust which is to be launched soon. 
There is obviously scope for development of this 
theme. The fact that all these various trusts may have 
remarkably similar portfolios matters little. The 
name's the thing! 


RATES AND PRICES 
Closing prices, Wednesday, November zoth, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


Bank Rate 
Dec. 8, 1960 5% Mar. 8, 1962 s$% 
July 26, 1961 7% Mar. 22, 1962 595 
Oct. 5, 1961 64% . April 26, 1962 4195 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
: Treasury Bills 
| Sept. 13 £3 13s 11-83d% Oct. 18 £3 145 2°36d% 
Sept.20 £3 13s 8:92d95  Oct.25 £3 14s 10-7od% 
Sept. 27 £3 13s 5°88d%  Nov.1 £3 15s 5°08d% 
“Oct. A £3 12s 4°87d% Noe, H £3 iss o-62d% 
Oct. ia £3 128 4:32d%  Nov.:5 £3 15s 0°68d% 
Money Rates 
Day to day 22-32% . Bank Bills 
7 days 21-3875 2 months 34-3 1i 7o 
Fine Trade Hills 3 months 34-3 48% 
3 months 5—5176 4 months 36-3 1 76 
4 months li 6 months 3í-495 
6 months 51-596 





Foreign Exchanges 
New York 2:79 8$ Frankfurt 1I'I2 
Montreal: RTE Milan 1741$ 
Amsterdam 10°07# Oslo 20°02} 
Brussels 139°464 Paris I3:71d 
Copenhagen : 19:30d Zürich I2:07 
Gilt-edged 
Consols 4% 68% Funding 3% 59-69 91} 
Consols Rei 44% Savings 3% 60-70 89} 
Conversion 6% 1972 107 Savings 3% 65~75 82$ 
Conv'sion 5195 1974 1004 Savings 24% 64-67 — oif 


Treas’ry 5$% 2008-12 96 1t 
Treasury 5% 86-89 92$ 
Treasury 34% 77-80 79% 


nversion 5% 1971 1or¢ 
Conversion 34% 1969 944 
Conversion 34% 60 


Funding 54% 82-84 rot Treasury 34% 79-81 79% 
Funding 4% 60-90 948 Treasury 24% 434 
Funding 3375 99-04 69$ Victory 4% 97% 
Funding 3% 66-58 ` 92$ War Loan 34% 60 
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Correspondence 


The Editor does not necessarily agree with, or hold himself 
responsible for, the opinions expressed 


Group Service Companies 


SIR, — I read with interest a contributed article in 
The Accountant, October 19th, entitled ‘Group 
Service Companies'. 

I was particularly interested in the last paragraph 
on page 489 in which it is stated: 

*. .. An essential condition, however, is that the 
former company should cease its trading activities 
altogether, so that “‘hiving off" involves the formation 
of two subsidiaries. . . .” 


in order that the provisions of section 17, Finance 
Act, 1954, should apply. 

I have been unable to find any statutory authority 
in support of such a claim or any case law on the 
subject, and I should be pleased if you or your 
contributor would let me know the authority for this 


statement. Yours faithfully, 
Peterborough. B. CHEETHAM. 


[Our contributor writes: I agree that if the former 
company had two separate and distinct trades, only 
one of which was ‘hived off’, it could continue to 
carry on the other. This, however, is an unusual 
situation and unless the operation and management 
of the trades were entirely distinct, it is likely that the 
Revenue would contend that the allegedly separate 
activities represented merely two departments of a 
single trade (Howden Boiler & Armaments Co Ltd v. 


. Stewart (9 'T.C. 205; 4 A.T.C. 129); North Central 


Wagon & Finance Co Ltd v. Fifield (34 T.C. 59; 
32 ATC 95)). 

Now a trade is indivisible and although its activities 
can at a given moment of time become split up between 
various persons who separately continue those 
activities, such a situation spells the death of the 
trade as such which is then permanently discontinued 
(Mills from Emelie Ltd v. Commissioners of Inland 
Revenue; 12 T.C. 72). Unless therefore the whole 
trade, as such, of the former company is taken over 
by the new company or more than one company, the 
split activities being erected into trades by subsection 
(3), there is no discontinuance and the former company 
will continue to bear tax on the preceding year basis. 
In this situation, of course, section 17 does not apply 
for the simple reason that it does not begin to operate 
until there is either a permanent discontinuance of a 
trade (subsection (3)) or a change in the persons 
carrying it on (subsection (1); see also United Steel 
Companies Ltd v. Cullington (23 T.C. 91; 19 A.T.C. 
132)). On the other hand, although trading activities 
must cease for section 17 to operate, the former 
company can continue to function as an investment 
holding company or as a service company provided 
that its residual activities can be contained within the 
frame-work of Case VI or Case VIII in conjunction 
with claims under section.425.] 
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The Robbins Report 


SIR, — Your contributor, ‘Prognosticator’, writing in — 


your issue of November gth, wisely highlighted the ~ 
obvious implications of the Robbins Report in the—~ 


context of their impact on recruits to the profession. 
Like reaction will occur with other organizations 
who have sought to make a positive contribution to 
the educational needs of the present generation in the 
field of engineering and in other directions. 
Immediately one's mind turns to the education 
trust of the Institution of Production Engineers, who 
set for themselves a target of {250,000 and who like- 
wise will need to ponder over the effect. 
Government intentions and interference in the 
arena of promoting beneficial measures for the 
populace are most likely to minimize attraction 
towards other mediums, for example, private pension 
schemes. 
The pattern ahead is plainly a warning! 


l Yours faithfully, 
Birmingham. FRANCIS B. WILLMOTT. 
Sm, — Mr Most, in his letter published on November 
oth, has, I feel, completely missed the point which 
the Robbins Report made so carefully. He confuses 
with real resources the monetary quantities used to 
represent them. 

À correct translation of the paragraph from. which 
he quotes is, in his own idiom: in order to provide 
resources for education we must fergo some of our 
food. This necessity is unaffected by the particular 
financial mechanism (whether current taxation or the 
raising of loans) used to bring it about. Surely 
anvone, be he economist, accountant or, like myself, 


a hybrid, must accept that this is true. 
Yours faithfully, 
RAYMOND BROCKINGTON, 
Sutton Goldfield. ` B.COM., A.C.A, 


Depreciation in Accounts 


SIR, — Your New Zealand correspondent, Mr H. G. 
Hill (November oth issue), does himself less than 
justice when he argues his case for including fixed 
assets at original cost in a return on capital employed 
computation from a semi-political standpoint. ‘There 
are perfectly tenable theoretical accounting arguments 
that he can use to support his claim. 


The use of net book values is incorrect because, . 


all other things being equal, a constant figure of 
monetary profit over a period of years would show 


an apparent increase in the rate of return. A simple 


ae 


example will help to illustrate this point: 


Assume that a company has an employed capital 
of £10,000, comprised of fixed assets at an original 
cost of £5,000 and net current assets of £5,000. This 
hypothetical firm earns a constant annual profit 
of £1,500 and each year's surplus is wholly paid out 
in taxation and dividends. Lastly, the fixed assets 
have a life of ten years so that there is an annual 
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depreciation charge of Zeoo- but the cash so 

retained is invested in the form of a sinking fund to 

produce its own return on capital. 

If the net book value basis is used when calculating 
the return on capital employed, it will rise from 15 
per cent in the first year (41,500 profit on {10,000 
capital employed) to 30 per cent in the eleventh year 
(£1,500 on £5,000 capital employed). By the end of 
the tenth year, of course, the fixed assets will have 
been written down to a nil book value. However, 
common sense tells us that the real rate of return has 
remained constant at 15 per cent throughout the 
ten-year period — but this is only brought out by 
using the original cost figures for the fixed assets. 
Surely we are not going to delude ourselves into 
thinking that this particular business is becoming 
increasingly efficient in the use of its capital — because 
that is what we are doing if we insist on net book 
values. i 

It will probably be argued that the depreciation 
retentions would be employed in the business as 
additional working capital — but then it must be 
pointed out that these funds are additional capital 
employed and must earn additional profits if the rate 
of return on total capital is to remain constant. If 
these funds are invested outside the main trading 
activity they will produce taeir own rate of interest 
and should be assessed accordingly. 

To avoid the possible wrath of those who might 
otherwise take me to task for ignoring the replace- 
ment value basis, may I just say that I agree with their 
viewpoint. However, our belief in more sophisticated 
theories does not absolve us from thinking clearly 
about basic principles. 

Yours faithfully, 
DESMOND F. GOCH, 


Stevenage, Herts. A.A.C.C.A. 


Balance Sheet Presentation 


Sir, - I notice that in two cases recently in the 
accounts which have formed the subject of the 
reprint in ‘Finance and Commerce’, namely, Park 
Cake Bakeries (October roth issue) and The Fairey 
Co (November 2nd issue), the traditional form of 
balance sheet has been drawn up with sides reversed. 

Years ago I am sure that such treatment would have 
aroused comment as. being unorthodox, but can it be 
that one is so used to differing methods of presentation, 
which bear no relation to the traditional, that such an 
upheaval passes without so much as the raising of an 
eyebrow? 

You may consider it a matter unworthy of comment, 


-but the view I would suggest is that if the two-sided 


layout is preferred (and other forms are sometimes 
developed to such an extent that reconciliation of totals 
is far from obvious), then let us by all means have 
debit and credit balances on the debit and credit side 
respectively. 

^Wf it is agreed that the old form was not only 
confusing to students, but illogical and bordering on 
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ridiculous when the whole basic system of debits and 
credits gets completely reversed in presenting what 
may be termed the end-product, then I suggest that 
the logical method of presentation is indeed worthy 
of favourable comment. A little encouragement may 
start the ball rolling for others to follow. 


Yours faithfully, 
Sution Coldfield. A. A. DAVIES. 


[As our correspondent says, time was when such 
treatment would have been considered unorthodox, but 
the break with tradition has gone past the eyebrow 
raising stage. The development of columnar balence 
sheets has, peculiarly enough, tended to turn right 
from left. A columnar account showing ‘What we own’, 
in terms of assets first, and ‘How it is financed’, in 
terms of liabilities below, has tended to be translated 
into assets on the left and liabilities on the right if the 
columnar form itself gets toa long for the printed page. 
Our correspondent’s reference to debit and credit 
balances is the kind of point which accountants seeking 
to present accounts understandable to the lay skare- 
holder are trying to wrestle with: i.e. to show not 
merely a collection of balancing balances, but the 
worth of the company and how that worth is repre- 
sented. However, perhaps those concerned in the 
companies in question would care to carry the explana- 
tion further. — EDITOR.] 


Management Accounting 


Sir, — Too well am I aware of the risk a stranger takes 
if found trespassing in your columns, but both the 
article "The accountant in the management team’ 
and the letter headed “The accountant in industry’ 
on the above subject, by Mr Ian Tricker in the 
issue of The Accountant dated November znd, 
aroused my interest to a degree which compels me to 
question whether the sphere of management which 
management accounting appears to embrace is 
solely the role of the accountant. 

Confusion seems to exist as to what the function of 
the management accountant is— ‘indeed, in many 
organizations he is known by other designations' says 
Mr Tricker. Does this give the clue? Maybe it is the 
accountant who is miscast. Says Mr Tricker again, 
'the ability to assemble facts and present an argument 
logically stem from the accountant's professional 
experience'. Jt also stems from the training the 
ergonomist, the cybernetist, the economist, the 
statistician, and the work-study engineer receive; 
most conclusions are the result of some form of 
either inductive or deductive reasoning, but to 
reason this way is surely not solely the prerogative of 
the accountant. 

Those designated as above are all engaged in some 
aspect of operational accounting and their purpose is 
to provide a service to management. They are given 
their tasks as projects and each is dealt with separ- 
ately; their scope is thus well defined. They present 
facts to management and make recommendations 
which they consider will lead to greater efficiency and 
which will ultimately be converted to £ s d. Further, 
to accomplish their ends, they have developed such 
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methods as multi-regression analysis, linear program- 
ming; they make full use of functional arithmetic, 
the theory of probability, and employ the techniques 
of quality control, analysis of variance, the games 


this ‘mumbo jumbo’ which has been found so reward- 

ing to many progressive undertakings and now. 
deserves to be defined under the all-embracing titl= 
management accounting? -4 


theory, and activity sampling. 
What has motivated the need for a definition? Is it 


Yours faithfully, 
Neston, Cheshire. G. E. WALL. 


. Netherlands Accountants’ Year-day 
CENTRAL PLANNING FOR STABILITY AND GROWTH 


Central planning and direct costing were the subjects 
discussed at this year's Accountants' Day Conference 
of the Nederlands Instituut van Accountants held last 
month in Scheveningen. The President of the 
Netherlands Institute, Mr H. Gerritsen, was in the 
chair at the conference sessions in the Kurhaus Hotel, 
a venue which evoked pleasant recollections of 
the ae diamond jubilee celebrations there in 
1958. . 

Besides some six to seven hundred members of the 
Netherlands Institute, representatives of the profession 
in Austria, Belgium, Canada, France, Germany, Great 
Britain, Ireland, Italy, Luxemburg, Norway and the 
United States of America were present. The Institute 
of Chartered Accountants in England and Wales was 
represented by its President, Mr R. P. Winter, C.B.E., 
M.C., T.D., D.L., F.C.A., with Mr F. M. Wilkinson, 
F.C.A., Joint Secretary; the Scottish Institute by Mr 
W. L. Milligan, c.a., President, with Mr E. H. V. 


McDougall, Secretary; the Irish Institute by Mr. 


R. P. F. Olden, F.c.4., President, with Mr W. S. Orr, 


F.C.A., Secretary; and The Association of Certified and ` 


Corporate Accountants by Mr V. R. Chennell, F.A.C.C.A., 
President, with Mr F. C. Osbourn, M.B.E., B.A., LL.B., 
Secretary. : 
For the Union Européenne des Experts Comptable 
Economiques et Financiers there were present Dr W. 


Elmendorff, President, and the four Vice-Presidents, : 


Sir Thomas Robson, r.c.4., Mr H. C. Treffers of the 
Netherlands, Dr R. Bechinie of Austria and Dr Rinaldo 
Rocco of Italy, with Mr Robert Holveck, Secretary- 
General. Mr Douglas A. Clarke, LL.B., F.C.A., Mr J. E. 
Harris, B.COM., F.A.C.C.4., Mr Alexander McKellar, 
GA and Mr Leon Saxe, Chairman of the Accountants 
Study Group of the European Economic Community, 
attended as guests of the Netherlands Institute. 

Also present were Professor Dr J. E. Andriessen, 
Minister of Economic Affairs, Mr L. de Block, State 
Secretary for Foreign Affairs, Professor Dr J. Zijlstra, 
formerly Minister of Finance, and Mr J. A. Jonkman, 


accountants’, which to some extent rounded off and 
gave the finishing touch to the whole matter. 

The Act contains provisions governing the organi- 
zation of the Netherlands Institute of Register- ^ 
accountants, a public body, members of which are 
those who have been registered in the Register of ` 
Accountants. 'T'here are also provisions covering exami- 
netions and disciplinary jurisdiction, and a number of 
transitional and final provisions. The statutory pro- 
visions are of a formal nature, but the quintessence of 
the matter, namely, the level of the register-accountant's 
general competence and thepublicaccountant's standard 
of independence, were not embodied in the Act itself. 
These would have to emerge from the scope of the exam- 
inations and from the rules governing the profession. 

Although the syllabus of examinations has not yet 
been laid down, it has been settled that the very high 
qualifications which the Netherlands Institute deemed 
to be essential for future register-accountants would be 
maintained. 'T'he entry on the register of those account- 
ants who will have passed the examinations and who 
would thus be admitted on an equal footing with those - 
in possession of the university degree, made this quite * 
obvious. Moreover, when the Bill was being discussed in 
Parliament, the State Secretary of Economic Affairs re- 
peatedly emphasized that the examination to be passed 
by register-accountants would be on a level with the 
university examination. The Netherlands Institute 
therefore confidently looked forward to the relative 
decree to be promulgated. 

It was gratifying, said Mr Gerritsen, that the rules 
already published for the practice of the profession, 
conformed to those of the Institute and of V.A.G.A. 
(the Association of University-Trained Accountants). 

He wanted to make it clear that the laying-down of 
the rules and regulations by the State Secretary did not 
imply that, under the Act, the profession would not 
be at liberty to fix its own rules. Initially, the legal 
provisions had been established by the State Secretary. 
to ensure that, on coming into operation, the new 


President of the First Chamber of the States-General 
of the Netherlands. 


organization would not be without any basic profes- \ 
sional rules. Such rules would constitute standards for * 
the Committee of Admission and of Appeal, to be.. 


Regulation of the Profession in Holland 


In his opening address, the President said that last 
year there had been occasion to mention the passing 
of the Registered Accountants Act, regulating the 
accountancy profession in Holland. In July 1963 the 
State Secretary of Economic Affairs promulgated 
‘Regulations for professional practice by register- 


applied when deciding upon the registration of 
candidates on the strength of the transitional provisions. 
They had always been concerned, said the President, 
that in the event of legal regulations being made, they 
should be such that the community’s expectations of 
accountants would continue to be fulfilled as hitherto; 
and he was pleased to place on record that this was 
assured. 
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which company secretary are you? 


D 


Have you ever worked out how much time and trouble you and your department are put to 
whenever the company raises capital by a Rights Issue. The Company Secretary on the left 
clearly hasn't, and from time to time his office looks something like this. The other Secretary 


is simply dictating a letter to Philip Hill, giving them the terms of the issue. There are so many 
j 
| ways in which Professional Registrars can ease a Company Secretary's burden. Write or 


^ felephone—Edwin J. Bennett, | 


PHILIP HILL, HIGGINSON, ERLANGERS LIMITED 
Registration Department, 
6 Greencoat Place, S.W.1. 
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IS THE SHORTEST DISTANCE 
BETWEEN 
COMPUTER AND CUSTOMER 


The Xeronic prints computer output at a speed of 
4,700 characters per second—an average of 10,000 

documents per hour. It also prints its own background ` 
forms for invoices, insurance certificates or 

whatever job your computer is doing. 32 different form ' 
outlines can be stored, and selected in any sequence. i 
The Xeronic operates via magnetic tape with every 
known computer system. It does its own proof- 
reading. Uses rolls of ordinary, unsensitized paper. 
And cuts and stacks the finished forms. 

For the full story talk to Mr. Brotherton at 


RANK DATA SYSTEMS DIVISION 
Woodger Road, Shepherds Bush, London, W.12 
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European Discussion 


-The European Congress of Accountants held in 
“Edinburgh, in September, and attended by members 
zef forty associations from twenty-one countries in 
Europe, was not only a signal success as far as its 
organization was concerned, but it was also an im- 
portant move forward in bringing the professional 
associations in Europe closer together. The account- 
ancy profession was comparatively young, at least in its 
modern form, for while the organization of longest 
standing had been founded more than one hundred 
years ago in Scotland, in most countries the associations 
of accountants were less than half that age. 

In practically every country the profession had 
developed in its own fashion, affected by history, 
economic conditions and legislation, and through this, 
there were many variations in the essence of the 
accountant's profession. In these days, which demanded 
co-operation on an international scale, it was difficult 
fto bring together colleagues from all those different 
countries, with their diversity of background, for a 
"heart-to-beart talk. Collective discussions on the main 
problems of the profession were of paramount im- 
portance for the realization of closer relations, and so 
it was encouraging that such meetings could, in fact, be 
held. It had given them great pleasure that following 
the reorganization of the U.E.C., Mr Treffers, a Past 
President of the Netherlands Institute, had been'elected 
one of its vice-presidents and in this capacity he was 
a member of its governing body. 

In conclusion, Mr Gerritsen referred to the decision 
taken at the annual meeting of their Institute held 
towards the end of 1962 to set up a research depart- 
ment. The intention was for this department to study 
problems which, on account of their nature and scope, 
could not be solved either by the secretariat or by a 
committee nominated from amongst the members. 


ee, 


e 
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CENTRAL PLANNING 
Professor P. de Wolff, Director of the Central Planning 
Bureau of the Netherlands, then addressed the con- 
ference on long-term planning and its significance for 
the national economy. Economic planning, he said, 
presupposed the presence of a policy maker, who 
aimed at the realization of certain objectives and had 
at his command one or more instruments to enable 
him to influence the course of economic development. 
Planning included the study of the influence of these 
instruments on development, tbe preparation of 
alternative forecasts. for various forms of policy 
(involving a different use of the instruments) and the 
choice of the policy that. seemed likely to lead to the 
greatest possible fulfilment of the envisaged objectives. 
Some decades ago, said Professor de Wolff, the possi- 
bilities for central planning were very limited. Govern- 
inents did not feel themselves responsible for economic 
development, they had hardly any economic instru- 
~gents at their disposal and still less the knowledge of 
how to use such instruments for economic purposes. 
The depression during the years 1929-35 initiated a 
change for the better. Later on, during the Second 
World War and the following period of reconstruction, 
the importance of central planning became gradually 
more recognized in western countries. For developing 
countries, the necessity of central planning was gener- 
ally accepted. 
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Professor de Wolff went on to make a distinction be- 
tween short-term and long-term planning. 'T'he former 
was based on periods of one to two years, the latter 
on periods of four to ten years. Not only was there a 
difference in period but also in character. Short-term 
planning aimed at preventing, or even eliminating, 
cyclical fluctuations. Long-term planning aimed at 
economic growth and the organic changes required for 
more rapid economic development. In short-term 
planning full employment and equilibrium in the 
balance of payments were: the main objectives, while 
growth was rather a subsidiary aim. In long-term 
planning the main emphasis was given to growth and 
organic change. 

Among western countries, France, Norway and 
Holland were the first to introduce central planning 
methods. Ín France these were of a long-term nature 
from the very beginning, initially limited to certain 
sectors (heavy industry, energy) but later embracing 
other kinds of industry. In Norway both short and 
long-term planning were considered. Other countries 
such as Sweden, Belgium, the European Economic 
Community and finally Great Britain had followed the 
same path. In all these countries long-term planning 
was based on a limited degree of Government influence 
and maintenance of a large degree of freedom in the 
private sector. 


Long-term Planning for Growth 


In Holland, said Professor de Wolff, planning had so 
far been of a predominantly short-term character, a 
balanced economic situation being the main objective. 
Successful efforts had been made to create a climate 
favouring growth, but there was no distinct planning 
aiming at growth. 

Of late there had been a growing interest in long- 
term planning in Holland. Employers’ organizations 
and trade unions had both raised the problem. The 
new Cabinet's statement clearly declared itself in 
favour of an active policy of growth and a long-term 
planning for this purpose. 

Long-term planning provided in the private sector 
significant indicators for business people. Its recogni- 
tion of consistent development trends was of great 
importance in fixing the economic policy of individual 
enterprises in marketing, and in the use of its resources 
of trained labour and capital investment. Ín the public 
sector, long-term planning provided a basis for 
Government policy with regard to sectors which were 
under direct control or on which the Government had 
important influence. It also assisted the Government in 
the problems arising from the growing co-operation 
among international bodies, and finally provided a 
basis for the Government's general growth policy. 

Long-term planning was necessarily based on a 
model which gave a simplified description of reality. 
Such a model might be a more or less detailed one. 
In 1955 the Central Planning Bureau in The Hague 
published a study based on a model which mainly dealt 
with national aggregates such as consumption, in- 
vestment, exports, imports, etc. A model that could be 
used as a basis for economic policy should pay attention 
to the sectors influenced by the Government itself, and 
a model of this nature was at present being designed by 
the Central Planning Bureau. A model that could also 
be used for forecasts of interest to trade and industry 
should contain more detail and embrace the main 
branches of industry. 
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. of a misnomer as it was concerned less with direct 
and indirect costs than with variable and fixed or ` 
period costs. ‘Variable’ or ‘marginal’ costing brought. 
cut the distinction between this method and ‘full’ or , 


Co-operation with Managers and Unions 


In designing a long-term plan, co-operation with 
trade and industry, with entrepreneurs and their 
organizations as well as with trade unions, was impera- 


tive. This was not only an essential part of democracy, 
but was also the practical way to tackle the problem. 
Trade and industry would only accept a detailed plan 
as a guidance for their own policy if they considered 
it to be reasonable. Such co-operation also required 
active interest on the part of trade and industry; they 
should study the problems raised by long-term plan- 
ning and be prepared to contribute towards their 
solution as well. 

In designing a long-term plan, numerous and 
difficult problems presented themselves, and available 
statistical material might be inadequate in many res- 
pects. À good model required careful theoretical and 
practical preparation. Co-operation with trade and 
industry should be organized in an adequate manner. 
Even when all these obstacles had been overcome, any 
forecast remained uncertain. For Holland, with its 
extensive foreign trade, this was to a very high degree 
true of its exports. Co-operation in planning within 
the context of the European Economic Community 
-might be helpful in this respect. It would nevertheless 
always remain necessary regularly to revise long-term 
forecasts, perhaps every one or two years. 

Long-term planning, concluded Professor de Wolff, 
might lead to a more justified economic policy because 
bottlenecks could be recognized and prevented in good 
time, enabling resources to be better used for individual 
enterprises as well as for the public sector. Long-term 
planning in itself might therefore be conducive to 
economic growth but in addition it might provide a 
basis for a more conscious and determined growth 
policy. Long-term planning nevertheless remained an 
aid of a limited nature, although it was an important 
one. It was no panacea for economic problems. 

Professor H. W. J. Bosman, an economist of Tilburg 
University, considered that long-term planning was 
necessarily much more difficult than for a short period, 
bearing in mind the difficulties of predicting the effects 
of trade cycles, the amount of investment, new products 
and psychological reactions. 'l'he relations with other 
countries and in particular the developing countries 
could not easily be foreseen. He questioned whether 
the Government did not take too much responsibility 
for planning when it offered tax advantages. 
~ Professor de Wolff maintained that it was possible for 
economists to forecast long-term changes. Long-term 
planning required quite a different model, and some 
problems might be more easily solved over a long period 
rather than over a short period. Business men still 
remained free to decide whether to make use of the 
investment allowances offered by the Government. 


DIRECT COSTING 


Addressing the conference on ‘Direct costing in 
comparison with absorption costing’, Professor Dr 
H. J. van der Schroeff defined ‘direct costing’ as costing 
in which only the variable costs are borne by the pro- 
‘ducts. Fixed or period costs which did not depend on 
the volume of production or turnover were not allo- 
cated to products but were charged direct to the profit 
and loss account; they had to be covered by the favour- 
able margin between sales and product costs. 

The term ‘direct costing’ seemed to be something 


‘absorption’ costing. The ideas underlying direct cost- 
ing were not new and had long been followed in 
commerce and in businesses where there was a wide 
assortment of products. Direct costing simplified and 
saved work, as it avoided over-refinement and arbitrary 
allocation of fixed costs. American consultants claimed 
that it presented a simpler conception to readers who 
were not themselves accountants, and brought home 
the variable expenditure for which individual managers 
are responsible. 

Under direct costing, stocks of products were valued 
for a balance sheet by reference only to variable costs 
while fixed costs incurred in the year were charged to 
the profit and loss account of the year. Under absorp- 
tion costing part of the fixed costs would be included 
in the value of the stock. If the stock increased because 
sales lagged behind production, absorption costing 
would produce a higher profit than direct costing. In 
the opposite situation, when goods were sold from stock, ' 
direct costing would produce the higher profit. Under 
direct costing the profit was dependent on the volume 
of sales and rises or falls according to the sales, and not 
in accordance with the volume of production. 

Professor van der Schroeff said tbe American 
Institute's Bulletin No. 53 stated that 'the exclusion 
of all overheads from inventory costs does not con- 
stitute an accepted accounting procedure'; and, he 
added, that this was supported by the Securities and 
Exchange Commission and the American Revenue. 
Direct costing, he thought, was not an acceptable form 
of cost accounting but it could provide the management 
with useful information in a given situation. The value 
of direct costing lay in making short-term decisions 
on sales and prices, particularly where production was . 
under capacity and tbe business had lost the power. tor 
influence prices. 


CONFERENCE DINNER 


At the conference dinner, the President welcomed the 
visitors and tlie members of the Netherlands Institute 
and their ladies. Mr Veringa thanked the speakers at 
the conference and Professor de Lange expressed 
appreciation of the work of the President, and of the 
Ladies Committee under Mevrouw Gerritsen. 

Mr A. C. Bakker, Honorary Secretary of the Nether- 
lands Institute, addressed the representatives of other 
countries, speaking in Englisb, French ànd German, 
an the events of 1963. In the spring the change in the 
constitution of the U.E.C. had enabled the accountancy 
bodies in the Netherlands, Great Britain and Ireland, 
Scandinavia and Finland to take up membership; and 
Dr Elmendorff, the U.E.C. President, had personally 
done much to make this possible. In September there 
was the European Congress at Edinburgh, the first 
at which all the European bodies of accountants ere, 
able to meet together. Next year there would be thg- 
U.E.C. Congress in Vienna and in 1967 the Ninth 
International Congress in Paris. 

Responding in German for all the foreign guests, Dr 
Elmendorff spoke with feeling of the worth and 
independence of their hosts. All the guests understood 
the meaning and importance of the year 1963. The 
fruits of the trust and confidence evoked in the year 
were still growing for harvesting in the future. 
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> Improving National and 


Company 


Modernization was not only a matter of machines — 
away with the abacus and enter the computer ~ it was 
also a matter of improved techniques, better adminis- 
tration, more up-to-date office procedures, said Mr 
Edward du Cann, M.P., Minister of State, Board of 
Trade, addressing a one-day conference on national and 
company accounts last Tuesday. The conference was 
organized by the London and District Society of The 
Association of Certified and Corporate Accountants, 
with Mr R. Statham, C.B.E., J.P., F.A.C.c.A., Vice- 
President of the Association, in the chair. 

One of the questions which interests accountants, 
said Mr du Cann, is what a new Act of Parliament 
yshould require in the way of accounts; in particular, 
what further information about their affairs should 
companies be required to disclose in their accounts. 

The Association had made its views known to the 
Jenkins Committee and some of those views were 
reflected in the committee’s report. There were, for 
example, recommendations that turnover should be 
shown, and that directors should report on any sub- 
stantial difference between the current market value and 
the book value of their company's fixed assets. 

There was, of course, a limit to how far any develop- 
ment of this kind should be carried: one wanted to be 
sure that the benefits to be gained from further in- 
formation were greater than the labour involved in 
collecting and processing it and, in some cases, that the 
community as a whole will gain more than certain 
sections of it might lose. 

‘You may well think’, Mr du Cann went on, ‘that that 
límit has not yet been reached and that there is still room 
" for the movement towards further disclosure to continue. 

It is certainly encouraging to observe that the tendency 

of companies in general is to provide more information 
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platform party (left to right): Mr J. K. Shaw, 


Accounts 


for their shareholders, actual and potential and for the 
public at large, and at more frequent intervals. 

‘I have repeatedly been struck by the clarity of presenta- 
tion in the accounts of the best companies, the relevance 
of the information given and the excellent and imaginative 
layouts,’ 


On the other hand, he said, many company accounts 
lag far behind the best. He hoped such company 
managements would act in advance of legislation. 
Many British company accounts were far in advance 
of continental standards, and on a par with American 
practice. It must be the objective to improve the general 
standard, and to bring it up to the highest levels. ‘There 
could be no excuse for any public company to publish 
accounts or reports that were obscure, uninformative 
or badly presented. 

Mr William Clark, r.A.C.c.A., M.P. for Nottingham 
South, who also addressed the conference, said that the 
development of company accounts had kept pace with 
modern conditions whereas, by comparison, the 
national accounts were an anachronism. More and more 
disclosures were being made in company accounts, 
but the policy of ‘liberalization’ within the private 
sector had not been followed by the Treasury stalwarts. 

The non-segregation of capital and revenue was an 
odd method of keeping the national accounts and was 
not in accord with what the trained accountant was 
brought up to believe as good accountancy practice. 

Another speaker, Mr Frank H. Jones, F.A.c.c.a., the 
well-known author of books on company law and 
accounts, said the recommendations of the Jenkins 
Committee that all companies should be required to 
appoint a properly-qualified accountant as auditor was 
widely welcomed and may be one further step in the 
direction of registration of the accountancy profession. 
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Typing Tips 
To new products from the Ofrex Group this 
month are of particular interest to typists who 
take pride in presenting impeccable accounts. 

Firstly, there is a type cleaner which consists of a 
strip of thin foam-like material, 1$ in. deep by Sé in. 
wide. This strip is mounted on a 5 in. by 8$ in. card 
which is inserted round the typewriter. platen. With 
the ribbon guide in the stencil position, the type keys 
are struck repeatedly one after the other, an action that 
removes all the dirt from the typeface. 


The Ofrex type cleaner is supplied in packs of six 


strips (each will last for several cleanings); the price 
per pack is 55. 

For correcting errors, Ofrex offer Correx sheets; 
twelve are supplied in a clear plastic wallet for 4s. 
Each sheet can be used to correct many errors, simply 
by placing one sheet over the mistake and retyping 
the error which is then obliterated by a white powder- 
like substance. ‘This leaves the paper ready to receive 
the correct typing. 

Finally, there is Terylex Manifold, a material which 
is claimed to replace conventional carbon paper. 
Terylex comes in a variety of weights to match number 
of copies required or according to the kind of type- 
writer being used. 

Terylex consists of two plastic sheets — one the 
carrier, the other a thin layer of sponge containing 
the colouring matter that creates the copies when the 
sheets are inserted in a typewriter. Terylex is claimed 
to be forgery- and fade-proof; the sheets remain 
cleaner to handle, and do not appear to tree or curl. 

Ofrex Ltd, Stephen Street, London Wr. 


Offset-litho Duplicator 


HE new Gestetner Model 200 offset-litho machine 
measures 30 in. by 24 in; and is 49 in. high; it 
therefore occupies no more space than a stencil 
duplicator mounted on a cabinet. 
Among special features of the 200, are the chrome 
impression, blanket and plate cylinders, which make 





The Gerieine offset-litho Model 200. 
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for cleanliness in operation, and an auto-sensor device 
which is claimed to make over-inking impossible. 
Varying thicknesses of paper or card are compensated 
for automatically, and the sheets are gripper-controlled 
during their passage between blanket and impression 
cylinder. The inking unit consists of nine rollers and 
dampening is from a 4-roller system. 

The weight of paper that can be fed by the friction 
rollers ranges from rr lb. (soos Large Post) to 164 Ib. 
(roos Royal) in sizes from 5 in. by 3 in. to rs in. by 
ro in. The maximum image area is 131 in. by 91 in. 
The feed tray, which holds 500 sheets of Large Post | 
21 lb., is unusual in that when the last sheet is fed, the. 4 
feed is cut automatically and the tray drops ready for 
reloading. 

Extra ink units are available for speedy colour changes. 
Other optional equipment includes a motor-driven 
blanket cleaning unit, an asset to this kind of machine 
where operators are likely to be a little fastidious. 

Price £595. 

Gestetner Duplicators (B.S.O.) Ltd, 


210 Euston 
Road, London NW1. | 


Easy-to-use Chart 


OBILE Graphdex is the name given to a new 
version of this long-established Remington 
product. 

The basic unit of Mobile Graphdex — a slotted steel 
panel which holds coloured plastic or written signals ~ 
is identical to that of earlier versions. The new 
developments are as follows: 

Each unit comprises four panels which slide easily 
along the retaining channel. This allows continuous 
plotting over any period of time; when a current 
panel becomes obsolete, it can be stripped down and 
re-inserted at the beginning of a series. 

Because the panels are movable, the cursor is fixed 
and there are two scales — one on the fixed wall unit, 
the other on the panels themselves. Using the fixed ` 
cursor these figures can be read out one against 
another, as on a slide rule. Thus, for example, days 
ahead can be converted into dates or vice versa, 
without reference to a calendar. 

The index of Mobile Graphdex is a Remington 
Kardex unit, which can be used to carry the full 
records. Thus, when a panel is stripped down, a full 
record of past events is maintained in written form 
on the spot and can later be filed away if desired. 
There is a new header panel at the top of Mobile 
Graphdex. This provides extra space for titling without 
lessening the space available for charting. 

Self-adhesive plastic channels are a new — 
equally suitable for use with Mobile Graphdex or : 
existing installations. 

The channels, which may be used to hold paper 
strips or larger cards, are fastened to the Graphdex 
panel by finger pressure. They are supplied in batches 
of fifteen, lightly attached to sheets of paper. Each 
strip is 15 in. long (a standard Graphdex panel 
measures 15 in. by 30 in.). 
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The advantages of the new plastic channels are: 

They can be cut to any desired length with a pair 
of scissors. À single strip can therefore be used to 
cover the whole length of an operation. This is a 
quicker procedure than using a series of separate 
signals. i 

Because the channels are made of transparent 
plastic, they do not obscure the pattern of the base- 
board or information on the foot of cards or strips 
placed in them. The channels can be peeled off when 
there is no further need for them; but will adhere 
firmly during use. 

Price: Basic unit complete, £62. 
S Rand Ltd, 65 Holborn Viaduct, London 

I. 


For Diazo Copies of the Aperture Cards 


NEW machine for producing card-to-card diazo 

duplicates of micro-film aperture cards has been 
introduced by the Microseal Corporation. 
machine, the Microprinter 200, exposes and processes 
diazo copies at a rate of 4 to 6 a minute. 

The original aperture card, together with a diazo- 
sensitized duplicate card, is slipped into one of the 
expose slots. The card is gripped automatically for the 
pre-set exposure time. The diazo copy is then slipped 
into one of the develop slots. When the develop 
signal light goes off a copy of the microfilm original 
is complete — clear, dry and ready for immediate use. 

A high-pressure mercury quartz lamp provides 
illumination for the exposure; development is by dry 
onia gas. In the exposure slots the cards are held 
RA contact by a firm, self-compensating platen. The 





two exposure timers may be set separately for cycles 





Microseal Microprinter. 


of from one to sixty seconds, and once set re-cycle 
automatically. The table-top Microprinter 200 is 
enclosed in an attractive fibre-glass case. 

Price: £550 

Microseal Corporation, 
London WCr. 


16 Gray’s Inn Road, 
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Inexpensive Furniture 


T new range of Omal continental furniture 
-Å is competitive in price and yet is elegant enough 
to grace any modern office. Sapale mahogany or light 
oak finish can be supplied, while the tapered legs have 
brass ferrule protectors. Single- or double-pedestal 
desks are available and for typists or executives who 
prefer a lower working surface, there are two desks 
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which can be had with 27 in. high tops. Prices are 
from £15 7s 6d to £28 12s 6d. 

Allied to this series is a range of unit furniture which 
can be assembled in a number of ways. The main 
frames are of blue/grey box section metal while the 
tops, cabinets and drawers are in light oak finish; the 
drawer fronts are a matching blue grey. Part of the 


series consists of three cupboards which cost from £18 


to £29; the desks are priced upwards from £45. 

Also from Omal are three chairs — an executive, 
a typist and a side chair. All are finished in black 
cirrus or in a variety of coloured moquette. 'l'he 
executive costs from £30 9s while the secretary and 
side chair cost £13 13s and £12 12s respectively. 

Office Machinery Ltd, 169 Tottenham Court Road, 
London Wi. 


Adding Machine Standards 


OR the first time in B.S. r909: Adding Machines 

it has proved possible to specify groups of preferred 
symbols for use on addirig machines, and efforts are 
being made to obtain international agreement on a 
single series of symbols. 

A new layout should also make the revised edition 
of this standard easier to understand. It has been 
simplified by grouping together general requirements 
for all three types of adding machine, while special 
requirements are now given in separate parts. At the 
same time, some of the technical details have been 
brought up to date. 

Because the primary aim of B.S. r909 is to 
standardize those features of adding machines which 
will particularly benefit users, the specification does 
not cover details of machine mechanism. 

Price: 6s a copy. i 

British Standards Institution, 
London Wi. 


2 Park Street, 
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CHARTERED ACCOUNTANTS' . 
DINNER AT LUTON J 


A record number of 170 members and guests attended 
the annual dinner of the Bedfordshire, Buckinghamshire 
and Hertfordshire Branch of the London and District 
Society of Chartered Accountants held at the Half 
Way House Hotel, Dunstable, on November 12th. 

The principal guest was Mr Maurice Macmillan, 
M.P., who was carrying out his first public engagement 
since he became Economic Secretary to the Treasury 
in the new Government. Other guests came from all 
professions, and also present were the Mayors of Luton 
and Dunstable, Alderman Leslie Bowles and Alderman 
Michael Kilby respectively. Altogether sixty-one 
towns in the three counties were represented at the 
dinner. The Chairman of the Branch, Mr R. F. 
Waterfall, F.s.a.a., who is Borough Treasurer of 
Luton, presided. 


Modernization 


Mr Macmillan, who proposed the toast of "The 
Institute of Chartered Accountants in England and 
Wales' said that accountancy and the work of the 
Treasury had some things in common, and added: 

‘It is not true that the Treasury is moribund, old- 
fashioned or hide-bound. It changes all the time. I think 
it is fair to say that its capacity for change and modern- 


ization is as great as can be allowed by the limitations 
imposed on it’, 


Mr Macmillan went on to speak of the growth of 
the economy of Britain. 'Government plans' for 
expansion can only go forward when the economy has 
been developed to sustain them’, he said. “They cannot 
go forward faster than the capacity to expand’. 


Enthusiasm 


The reply to Mr Macmillan's toast.was made by 
Mr E. F. G. Whinney, M.A., F.C.A., a member of the 
Council of the Institute. 

‘This Branch’, said Mr Whinney, ‘is going from , 
strength to strength, and I am delighted to be here | 
to see such a splendid gathering. By its activities and 
enthusiasm the Branch reflects the tremendous urged 
there is in our profession at the present time to keep ` 
ourselves abreast or ahead of modern develop- 
ments’, 

The toast of "Ihe Guests’ was proposed by Mr 
John Hillier, r.c.4., and Mr George Jones, F.Cc.A,, 
F.l.M.T.A., President of The Institute of Municipal 
Treasurers and Accountants, replied. 

For Mr Jones it was an opportunity of renewing old 
friendships. He is Borough Treasurer of Reading, 
and Mr Waterfall was for a time his deputy there before 
taking up his appointment as Borough Treasurer of 
Luton. 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs BASIL SPOONER & SON, Chartered Account- 
ants, of 7 Spring Gardens, Gainsborough, Lincs, 
announce with regret the death of their senior partner, 
Mr Basi. Spooner, J.-P., C.A. The firm will be 
continued by Mr PHILIP R. SPOONER, F.C.A., under 
the same style. 


Messrs DELOITTE, PLENDER, GRIFFITHS & Co, 
announce that Mr C. G. SrANBURY, formerly senior 
partner in their associated firm in Brazil, has recently 
retired from practice and that Mr R. A. McDoNNELL 
has been admitted as a partner in that firm. They also 
announce with regret the death on November 6th, 
1963, of Mr J. E. Jackson who was associated with the 
Brazilian firm for many years, the last eight of these 
years being spent as a partner in Sáo Paulo. 


Messrs DELOITTE, PLENDER, GRIFFITHS & Co, 
announce that Mr G. A. Forrester has been admitted 
as a partner in their associated firm in Argentina. 


Appointments  . E 


Mr J. E. Spicer, A.A.C.C.A., F.C.C.S., has been appointed 
company planning and distribution manager of Delico, 
the Unilever ice-cream and frozen foods company in 
France. 


Mr A. D. Worton, M.A., F.C.A., has been appointed ` 
an additional director of the David Brown Corporation | 
Ltd. 


OBITUARY 
Edward A. Harris, F.C.A. 


We have learned with regret of the death on November 
6th, at the age of 80, of Mr Edward A. Harris, 
F.C.A., senior partner in the firm of Tribe Clarke & Co, 
Chartered Accountants, of Bristol. 

Admitted to membership of The Institute of Char- 
tered Accountants in England and Wales in 1999, ? Mr 
Harris had been a partner in his firm since 1917. Ha 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 
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served as President of The Bristol and West of 
England Society of Chartered Accountants in 1926 and 
der from 1939 to 1944. Mr Harris was also a member 

„of the Institute's Taxation and Research Committee 
from 1942 to 1955. 


IN PARLIAMENT 
: £ Sterling Purchasing Power 


Mr. Dempsey asked the Secretary to the Treasury if he 
will publish in the Official Report figures showing the 
internal purchasing power of the £ sterling, taking it 
as 20s in 1951, for each subsequent year, in terms of 
shillings and pence. 

Mr M. MacMILLAN: The table below shows the 
changes in the internal purchasing power of the f 
sterling, taken as 20s in 195t, on the basis of the con- 
sumer price index: 


; s d s d 
v IQ5I 20 o 1957 .. 16 4 
1952 18 r1 1958 IS II 
1953 18 7 1959 IS IO 
1954 18 3 1960 IS 9 
1955 17 7 1961 I$ 3 
1956 16 ro 196 I4 9 


. v. d. sus 
Hansard, November 18th, 1963, Written Answers, 
col. 6o. 


A 


POST OFFICE REGISTER OF GOVERNMENT 
STOCK 


The Treasury has announced that from November 
21st, the following securities have been added to the 
Post Office Register of Government Stock, in accordance 
with section 1 of the National Debt Act, 1958: 5 per 
cent Exchequer Stock 1967; s per cent Exchequer 
"Loan, 1976-1978; 54 per cent Treasury Stock, 
1908-2012. 


Any amount. of stock under £1,000 may be bought ` 


on any one day at Post Office Savings Banks and 
Trustee Savings Banks. Holdings of these securities 
are registered on the Post Office Register, which was 
set up in 1880. Stocks are added to the Register from 
time to time to ensure that a representative selection 
of stocks with a reasonable spread of maturity dates is 
available. 


DEFENCE BONDS: CONVERSION OFFER 


The Treasury has announced that a conversion offer 
will be made to holders of 34 per cent Defence Bonds 
purchased between September 16th, 1953 and March 
15th, 1954, and maturing on March 15th, 1964. 

These holders will be invited to exchange their 
holdings into 4$ per cent Defence Bonds (Second 
Conversion Issue) on March 15th, 1964. Holders who 
Jaccept the offer of conversion will receive a final 
interest payment of six months’ interest at 34 per cent 
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per annum on March rsth, 1964, together with the 
premium of £3 per cent on Bonds exchanged. À first 
interest payment on Conversion Issue Bonds will be 
made on July rst, 1964, in respect of the period from 
March 15th, 1964 to June 3oth, 1964. If the offer is not 
accepted, interest on the maturing Bonds will cease 
with the payment due on March rsth, 1964. The 
terms of the new Conversion Issue Bonds will be the 
same as those of the 44 per cent Defence Bonds 
(Second Issue) currently on sale except. that interest 
will be payable on January rst and July rst. The list 
of acceptances of the conversion offer will be closed 
on December 13th. 


ADVERTISING FOR INVESTMENTS ON 
DEPOSIT 


The Advertising Association has published a simple 
and convenient guide to the regulations on advertising 
for companies seeking investments by deposit from the 
public, following the introduction of the Protection of 
Depositors Act, 1963. Copies of the leaflet, entitled 
Advertising for Investments on Deposit, may be obtained 
on application to the Advertisement Investigation 
Department of the Advertising Association, 1 Bell 
Yard, London WCa. 


THE INSTITUTE OF ACTUARIES YEAR-BOOK 


Membership of The Institute of Actuaries at March 
31st, 1963, numbered 2,645 according to the Institute's 
Year-Book 1963-64, now published. An analysis of 
membership shows that 1,064 were Fellows, 399 
Associates and 1,164 Students. The Year-Book shows 
that there are 473 Fellows with British assurance 
offices; fifty-seven in consulting practice; thirty-six in 
industry and commerce, and twenty-nine in Govern- 
ment service. 


Next Meeting 


An ordinary general meeting of The Institute of 
Actuaries will be held in Staple Inn Hall on Monday, 
November 25th, at 5 p.m., when a paper by Messrs 
J. G. Day, M.A., F..4., and K. M. McKelvey, Sta. 
entitled "The treatment of assets in the actuarial 
valuation of a pension fund' will be submitted. 


RISE IN MUNICIPAL DEBT 


The twelfth Return of Outstanding Debt at March 31st, 
1963, compiled by The Institute of Municipal 
Treasurers and Accountants’, relating to 872 local 
authorities in England and Wales, shows that these 
councils’ total net debt amounted to over £6,000 million. 
Of this, over {£4,000 million has been spent on 
housing and nearly £850 million on education. ` 
In view of the recent White Paper on local authority 


1 The Institute of Municipal Treasurers and Accountants, 
1 Buckingham Place, London SW1. Price 15s post free. 
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borrowing, with its proposal to restrict temporary 
borrowing to 20 per cent of an authority's outstanding 
debt, the Return gives the percentages for the 872 
local authorities covered. Of these, 299 have more than 
20 per cent of their debt in the form of temporary 
borrowing and twenty local authorities have more than 
50 per cent of temporary borrowing. 


ACCOUNTING FOR PROFIT 


A seminar of ten weekly meetings on the subject 
‘Accounting for profit has been arranged by the 
newly-formed University of Liverpool Business School 
for the purpose of discussing current developments in 
accounting and management techniques relevant to 
industry and commerce. The course, which commences 
on January 20th and continues until March 23rd, is 
designed both for accountants in practice and financial 
managers in industry. 'T'he course (limited to twenty- 
five in number) will meet weekly on Mondays from 
5.30 p.m. to about 9.45 p.m. at the Shaftesbury Hotel, 
Mount Pleasant, Liverpool; the course fee will be 
fifty guineas. Further details are available from 
University of Liverpool Business School, 11 Aber- 
cromby Square, Liverpool 7. 


MANAGEMENT COURSES 


‘Standard marginal costing’ and “The classification and 
coding of accounts’, are the titles of two one-day 
courses due to take place in London on November 
27th and 28th respectively. The former aims to show 
how marginal costing and standard costing may be 
combined to form a single tool for management, while 
the second course is intended for accountants, 
O. and M. officers and others responsible for the 
design and operation of accounting systems. Both 
courses are to be repeated in Manchester early next 
month. 

A third course, ‘Short-term accounting’, which. is 
_ to be held on December 5th in Manchester, will deal 
with-the need for shori-term reports of various types; 
subjects will include ‘Profit and loss accounts’, ‘Stock 
valuation’ and ‘Planning and programming’. Com- 
prehensive notes will be issued with each course and 
further particulars are obtainable from Management 


Courses Ltd, Albany Courtyard, Piccadilly, London Wr. - 


MATERIALS HANDLING EFFICIENCY 


As a contribution to National Productivity Year, The 
Yale & Towne Manufacturing Co Ltd, in conjunction 
with Professor Bright of the Harvard Graduate School 
of Business Administration, has produced a handbook 
entitled A Management Guide to Productivity. It is 
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devoted to explaining the principles by which profit- 


D 
D 


ability may be improved by better handling of materials... 
Seven different methods of measuring efficiency at. 
different levels are suggested, and some very helpful 


forms are illustrated for use with the system proposed. 
The examples given are simply and clearly defined and 
certain sections (e.g. on space utilization) are of 
considerable value. 

Copies may be obtained from The Yale & Towne 
Manufacturing Co Ltd, British Materials Handiing 
Division, Wednesfield, Wolverhampton, Staffs, on 
request. 


ECONOMIC CONDITIONS IN GREECE 


A booklet in the 1963 series dealing with economic 
conditions in member and associated countries of the 
Organization for Economic Co-operation and Develop- 
ment has recently been issued covering Greece. Copies 
of the booklet are obtainable from H.M. Stationery 
Office, price 35. | 
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THE CHARTERED ACCOUNTANT STUDENTS' 
-- SOCIETY OF LONDON 


The following meetings will be held during next week: ` 


Monday, 5.30 p.m., at Winchester House, Old Broad 
Street, EC2. Lecture on “The treatment of annual 
payments in taxation’, by Mr Eric C. Meade, F.c.a. 

. Tuesday, 7.30 p.m., at Epsom. Lecture on "The redemp- 
tion of debentures and preference shares’, by Mr R. J. 
Carter, B.COM., F.C.A. (Secretary of the Students’ 
Society). D 

Wednesday, 6 p.m., at the Institute. Speakers! course 
practice debate (with commentary by Miss H. M. 
Taylor) on the motion “The Conservative Party have 
held office too long'. 

Thursday, 5.15 p.m., at Winchester House, Old Broad 
Street, EC2. Introductory course lectures on (1) "I'ax- 
able income’, by Mr J. Kennedy Melling, rF.C.47 


N 


F.T.L.I.,.F.R.ECON.S., and (2) "The law of sale of good®p . 


by Mr R. Lowe. 
Saturday, 2.30 p.m., at Streatham, 


‘sg Club’ ten-pin 
bowling match. 


ANNOTATED TAX CASES. 


Part 4 of Volume XLII of the Annotated Tax Cases, 
edited by Mr Peter Rees, of the Inner Temple, 
Barrister-at-law, is now published and contains reports 
with notes on the judgments of the following cases: 
C.H.W. (Huddersfield) Ltd v. C.I.R. (H.L.); CLR. v. 
Donaldson’s Trustees (C.S.); Staffordshire Egg Producers 
Ltd v. Spencer (C.A.); In ve Chawner (Ch.D.); Brown 
(Burnett & Reid) v. C.I.R. (C.S.). 

The annual subscription to the Annotated Tax Cases 


is 50s post free; the publishers are Gee & Co (Pub- 


lishers) Limited, 151 Strand, London WC2. 
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Close of NPY 


T HE conference on ‘Productivity — the Next Five Years’, 
which took place at Eastbourne this week, marked the end 
of National Productivity Year in a calendar sense. This has 
been a joint national venture of a unique kind; thirty-nine 
national bodies actively participated in the organization of this 
conference and NPY has provoked the widest possible variety 
of manifestations by public bodies, private firms and individuals 
in all parts of the country. Its sponsors have claimed that it has 
played a useful part in belping industry to reach its objective of a 
33 per cent annual increase in productivity, which N.E.D.C. has 
prescribed as essential to the target 4 per cent annual growth in 
the national product. 

Figures published by the British Productivity Council give 
weight to this claim. According to a nation-wide survey conducted 
among employers, managers and trade unionists by market 
research consultants, 42 per cent of those engaged in manufacturing 
considered that NPY had been helpful to industry as a whole; 
43 per cent of their number stated that it had helped to improve 
management/worker relationships. 

One firm in every four sampled acknowledged that NPY had 
helped it to make changes leading to higher efficiency which would 
not normally have taken place. If the sample is representative of 
the whole, this means that 13,000 firms, employing approximately 
6 million workers, have improved their efficiency as a result of 
NPY. Of managements which said that NPY had helped their 
firms, 54 per cent specified production methods, 42 per cent 
general cost reduction, 33 per cent training schemes, 27 per cent 
quality and reliability control, 26 per cent suggestion schemes and 
24 per cent office methods as the main points at which benefits 
had been felt. 

According to Lord NETHERTHORPE, chairman of the British 
Productivity Council, the basis of NPY has been the spreading 


. more widely of the best methods and practices, as proved by 


experience in leading firms and organizations. There can be no 
doubt that this progess of education, backed by up-to-date 
techniques of public relations, 1s the key to improving the efficiency 
of firms and other organizations, and thus raising the standards of 
all sectors of the British economy. 

. In the strange language of ideas promotion, NPY is classed as 
a “quasi-event’, and as such its effect will not be confined to the 
period of time with which it has been identified. The sponsors of 
NPY never intended that the campaign as such should end, and 
indeed, the title of the Eastbourne conference, and the themes of 
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the papers delivered there (summarized on other 
pages of this issue) look forward to a continuation 
of the work. 

The papers themselves are an achievement; 
under the titles ‘Education and Training’, ‘Pro- 
duction’, ‘Marketing’, ‘Retail Distribution’ and 
‘Research and Development’, a number of dis- 
tinguished figures from Government and industry 
have given their ideas about future developments 
in these fields, although it is a little surprising to 
find no specific attention paid to the subject of 
finance. Much of the information assembled in 
the conference papers was not previously avail- 
able and readers will find particularly interesting 
the paper entitled ‘Capital investment in relation 
to increased productivity’, prepared by Mr 
LAWRENCE W. ROBSON, F.C.A., F.C.W.A., in con- 
sultation with a steering committee composed of 
representatives of The Institute of Chartered 
Accountants in England and Wales, The Institute 
of Cost and Works Accountants, the F.B.I. and 


the T.U.C. Nevertheless, the other contributions: 


also deserve careful study and should receive 
wide dissemination. 

Many commentators have recently pointed to 
favourable signs and portents in the British 
economic scene, but a cautionary note is also in 
evidence, and the editorial review of the London 
and Cambridge Economic Bulletin in The Times 
Review of Industry and Technology for November 
draws attention to the dangerous gap between 
N.E.D.C. targets and actual achievements. be- 
tween 1961 and 1963. It is necessary that NPY 
be continued and even extended in order to 
maintain and perhaps improve the standard of 
living of the British people. 

It is, therefore, appropriate to consider now 
some of the problems which may be concealed by 
the promotional aspects of NPY. Productivity is 
a measure, an attempt to relate input to output — 
a form of costing. Even at the level of the indi- 
vidual firm these measurements are difficult, for 
neither input nor output can be held cogstant 
for long enough to take significant readings; 
hence the use of standards in place of 'actual 
costs’. When this is undertaken for the economy 
as a whole, these problems are multiplied out 
of all.proportion, and the additional difficulty 
of data collection is introduced. The toleráilces 
to which statisticians are working in this field 
are very large, and it is unrealistic to suppose 
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that a so-called productivity change of 1, or 3:3, 
or even 6 per cent would be identifiable on an ` 
annual basis. Further, productivity is a measure,“ 
not the measure, of the economy of means and~ 
the various choices possible at the present time 
all present defects. 

Difficult though it may be, the search for an ` 
acceptable index of economic growth through 
efficiency, which is what is meant by productivity, 
must go on. Fundamental to its success is the 
substitution of recognized accounting principles 
for statistical method in the natiohal income 
accounts, and this is not merely a question of 
double-entry book-keeping. 

No discussion of this problem can ignore the 
important part played by government — national f 
and local — in the present-day economy; over 
40 per cent of gross fixed capital formation, 
amounting to some f 1,000 million, and of the 
gross national product, amounting to £10,000 
million, is spent by the various branches of 
national and local government. An improvement 
in reporting what takes place in this area could 
have the biggest single effect on the national 
income accounts. 

In the last analysis, however, NPY is con- 
cerned with economic growth and the endogenous 
factors which underlie it; it is ultimately a matter 
of doing, rather than measuring. Whatever the | 
indices may show, national economic growth is, 
favoured by innovation, improved quality and 
better utilization of capacity, and thwarted by 
waste of men, materials and services. A table in 
Mr Rosson’s paper showing electricity consump- 


tion per industrial employee is most revealing 


here. United Kingdom consumption in 1961 was 

6,551 kW. per industrial employee, compared with 

24,992 kW. in the United States; only Italy and 

Yugoslavia stand below the U.K. in this league 

table. If all workers were being considered then 

the British position would look even worse, for . 
there is very little use of machinery in U.K. 

Government and commercial offices, banks, post 

offices and shops. 

Though the politicians may propose automa 
tion as the key to material prosperity in the next ` 
decade, the fact is that Britain has not yet advanced ` 
very far in the task of mechanization. Let them not 


blind us to the necessity of completing the first 


industrial revolution before we become too 
involved with the second. 
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Taxation of _ 
Premiums 
by T. J. SOPHIAN 


REMIUMS are now subject to tax under 
both Cases VII and VIII. As far as Case VII 
is concerned, the tax is only chargeable 
where a trade is not carried on and where 
property has been acquired within the previous 
three-year period .as an investment. Where 
freehold land is purchased and subsequently a 
lease of twenty-one years or more is granted, the 
» granting of the lease will constitute a chargeable 
disposal; and one would have to apportion the cost 
of the property between the two interests into 
which the freehold has been divided. 

Upon the granting of a lease of freehold land 
for twenty-one years or more, in addition to the 
interests constituted by the lease, there will be a 
further interest retained by the landlord, namely, 
a reversion expectant upon the term granted by 
the lease. Therefore, in calculating any profit or 
loss in respect of the particular transaction (i.e. 


the grant of a lease) it will be necessary to ` 


apportion the cost of the acquisition of the 
property as between these two interests. 

The land, of course, may be developed by 
erection of buildings and so forth, and where 

such development takes place the cost of the 
development will have to be added to the 
purchase price of the land as such. Thus, if land 
is bought for £5,000 and a building costing 
£10,000 is erected on it, the total cost for the 
purpose of the apportionment would be £15,000. 
That cost would then be apportioned as between 
the freehold reversion retained and the lease. 

We will assume that the disposal of the land 
by the grant of a lease for twenty-one years or 
riore produces a gain of £4,000. 


Case VIII 


We now come to deal with Case VIII, under 
which new rules with regard to the taxation of 
- premiums have been introduced by the Finance 
^ Act, 1963 (sections 22 et seq.). It is important 
to note, however, that Case VIII would only 
apply where the term of the lease does not exceed 
fifty years. It is immaterial what the length of 
the term itself might be where the term is less 
than that period of fifty years. Instances may arise, 
therefore, where Case VII alone will apply, or 
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where Case VIII alone will apply, or where both 
Cases VII and VIII will apply. 

Case VII alone will apply where the lease is 
for more than fifty years. Case VIII alone will 
apply where the lease is for less than twenty-one 
years, and both Cases VII and VIII will apply 
where the lease is for a term between twenty-one 
and fifty years, and in this situation there will be 
taxation under both these cases. The point for 
consideration, therefore, is whether the result of 
the legislation will be that a premium will in 
such instances be taxed twice over. 


" Before dealing with this point, however, let us 


see how a Case VIII premium will be now 
charged. The method of charge is dealt with 
principally in section 22 (1) of the 1963 Act. 
The landlord is to be treated as becoming 
entitled on the grant of the lease to an amount by 
way of rent in addition to the actual rent, 'equal 
to the amount of the premium reduced by one- 
fiftieth of that amount for each complete period 
of twelve months (other than the first) comprised 
in the duration of the lease’. 





Example: - 
Lease = thirty-one years’ premium of 
£4,00 , 4,000 
Deduct one-fiftieth, multiplied by 4,000 
multiplied by 30 . — 2,400 
` Assessment £1,600 


. In this instance obviously there will be a charge 


both under Case VII and Case VIII. The 


question then has to be determined whether any 


relief can be obtained in respect of the Case VITI 
assessment. Now under section 13 (1) of the 
Finance Act, 1962, the computation of a gain or 
loss for the purposes of Case VII is to be 
determined as if the acquisition and disposal had 
been an adventure in the nature of trade. There- 


_ fore the computation will be the same as it would 
be for the purposes of Case I. 


It is arguable that the Finance Act, 1963, does 


.not contain any sufficiently worded provision 


which will enable one to make an adjustment 
from the Case VII assessment in respect of the 
Case VIII liability. The only provision which 
comes nearest to effecting such an adjustment is ` 
contained in section 29 (5) of the Act. Under that 
subsection, the profits or gains of the trade of 
dealing in land are to be computed in such a 
way that any trading receipt, i.e. receipt of the 
premium chargeable under Case VIII, is to be 
treated as reduced by the amount on which tax 
is chargeable by virtue of that section. 

Going back to our example in which the 
Case VII gain was £4,000, and applying the | 
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provisions of section 29 (5) (provided they are 
applicable), one would get the following result. 

According to the example above, the Case VIII 
assessment would be £1,600. That sum, therefore, 
would be deductible from the ‘trading receipt’ 
which produced the trading profit of £4,000 for 
the purpose of Case VII. 'Therefore the Case VII 
assessment of {£4,000 profit would have to be 
reduced by the £1,600 assessment under Case 
VIII, so that the Case VII assessment would be 
£2,400 (£4,000 minus £1,600). 
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This would appear to be the principal way 
in which an adjustment could be effected. 
Whether one could pray in aid the Cenlon 
principle and argue that one should. be entitled 
to deduct the Case VIII tax liability as a trading 
expense, raises a difficult question. But if the 
Cenlon principle could be invoked, assuming that 
section 29 (5) of the Finance Act, 1963, did not 
apply, an adjustment could be made on this 
alternative ground. Sed quaere? 


Investing with Life Assurance 


by AN INSURANCE CORRESPONDENT 


HERE are a number of ways in which the 

] investment skill of the insurance com- 
panies and the income tax relief on life 
assurance policies can be put to good use by 
individuals so far as investment is concerned. 

In the first place, there is a fairly straight- 
forward method by which an individual can in- 
crease his net income fairly substantially. The 
basis of the scheme is simply that he takes out an 
endowment policy over a term of, say, not less 
than fifteen years. Preferably it should mature 
before he reaches the age of seventy, and should 
be effected on a ‘with profits’ basis. 

The principle is that capital should be used each 
yearto paythe premiums. When thepolicy matures, 
or at the policyholder's earlier death, the policy 
will restore the capital to its original amount. 

Although the premiums will be taken: from 
capital (which we will assume is a dated stock 
having its latest maturity date at about the time 
when the policy will mature), they will be eligible 
for the usual two-fifths relief of income tax pro- 
vided they do not exceed one-sixth of the policy- 
holder's income. 

Admittedly, by this method, there will be a loss 
of net income since capital will be realized to pay 
the premiums on the policy. This, however, will 
not be very great in the case of a surtax payer, 
and there is a compensating factor in the form of 
the bonuses which will be declared by SES insur- 
ance company from its profits. 

YT 
Income from Bonuses 
Since it is probable that the sum guaranteed by 
the policy will be equal to the total amount of 
capital likely to be realized to pay the premiums 
on the policy, the bonuses simply represent 
additional income. 


P, 


Rather than arrange for the bonuses to be paid ` 


in cash as they are declared (at a discount since 
they are reversionary bonuses), it is probably 
simpler to realize an equivalent amount of capital, 
which is tax free and can be used as income. Since 
the bonus has been declared, whether the policy- 
holder lives to the maturity of the policy or dies 
before then, it is certain that the policy will repay 
the additional sums of capital spent in this way. 

If one thinks in terms of a twenty-six-year 
term policy for £10,000, the gross annual 
premium might be around £443, and this would 
be subject to tax relief. Each year's premium will 
produce nearly £385 at maturity to which should 
be added bonuses, estimated on a conservative 


basis, of £247 over the term of the policy. Thus;. : 


the average annual surplus should be rather more 
than £188, which should more than cover the 
loss of net income due to the realization of 
capital and should allow for more to be sold and 
for the proceeds to be spent as tax-free income. 


Borrowing Premiums 


' Another method by which life policies can be 


put to good use is literally to use them as a form 
of investment. Although the principle is not 
always welcomed by insurance companies, in that 
too great an advantage appears to be taken of the 
life assurance tax reliefs, there is-nothing illegal 
about it and a number of offices are prepared to 
write this type of contract. 

The principle is simple enough. A ‘with proni. 
endowment policy is effected over a term of, say, 
sixteen years. The capital investment represents 
simply the first two or three years' premium. 
Thereafter no furtlier premiums are paid from 
the policyholder's resources. They are simply met 
by obtaining a loan from the insurance company 
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against the surrender value of the policy — — usually 
up to about 9o per cent. 
; Admittedly, each year, interest will have to be 
“paid on the amount of the loan outstanding. 
Nevertheless, this qualifies for full tax relief and, 
if necessary, it may be possible to borrow this 
from the insurance company. Incidentally, al- 
though the money for the premiums, in effect, 
will be borrowed from the insurance company, it 
should be possible to obtain the usual two-fifths 
relief of income tax (which amounts to a 15$ per 
cent reduction where tax is paid at 7s gd in the £). 
To a great extent, of course, the success of this 
particular scheme depends on the continuance of 
the present tax allowances, market rates of inter- 
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est, bonus levels and income tax (and surtax) 
rates. Assuming that these variables do not alter, 
for anybody paying tax at the standard rate of 
=s od in the £, a yield equivalent to about 
Io per cent net per annum can be obtained. ` 
What is the possibility of changes in the various 
rates mentioned? It seems unlikely that the insur- 
ance companies themselves will make any violent 
changes. So far as bonuses are concerned, it is im- 
possible to forecast with accuracy what rates the 
life offices are likely to declare in the future. What 
one can say is that bonuses have risen during the 
past few years and that the life offices tend to be 
conservative in their outlook, On the whole, it 


seems unlikely that rates will drop significantly. 





The Search for Simplicity 
| E 
WILFRED TULLETT, F.C.A. 


HEN I look back over some forty 
years of public practice, it is remark- 
able to note what developments have 
occurred within the wider field of accountancy — 
take-over bids, amalgamations, investigations, 


multiple control, statistical sampling, the adoption, 





first, of mechanical aids, and now these computer . 


things. It is apparent, however, that all these 
~~developments concern the large- and medium- 
sized firms of accountants. 

The following observations, therefore, ‘are 
directed to the small practitioner, particularly 
those in the provinces who, like ‘myself, deal 
mostly with a large number of small businesses. 


So much of the book-keeping, I find, even when. 


installed on professional advice, is on ordinary 
double-entry book-keeping principles — cash- 
books, day-books, ledgers, and the like. All very 
satisfactory, of course; but what can be done to 
eliminate or at least reduce the donkey work — 
the clerical processes which these clients find so 
irksome — once a suitable system of accounts has 
been installed? 


Round Pounds 


> There are, I think, two outstanding points where 
simplification can be introduced, first, dealing with 
takings ;and,secondly, dealing with cheques drawn. 

As to takings, let us consider the case of a café. 
Here, instead of the usual method of recording 
all the daily takings, I suggest that each day only 
the total of pounds be taken from the till and the 


small change left — the round pounds being 
banked. The saving here is considerable in a 
small business of this kind. The cash-book is 
simplicity itself to add up, as there are no shillings 
and pence; and the bank paying-in book is simple, 
too, with. only round pounds to deal with. This 
procedure also pleases the bank, and I have found 
in practice what labour is saved by this method. 

Then, with regard to cheques drawn: here 
again so much unnecessary work is caused by the 
shillings and pence. Consider what is involved in 
drawing a hundred cheques each month (or a 
thousand in some of the larger businesses) with 
all this. laborious filling in of the shillings and 
pence — which is not at all necessary. 

It is only really necessary to write or type the 
amount of pounds in words on the cheque; the 
shillings and pence can be in figures only. The 
words ‘Pay shillings and pence as shown in 
figures’ may be printed on the chegue; though 
even this is not vital. 


New: Books 


Another suggestion which I have found to be 
appreciated by many clients, particularly pro- 
fessional men — doctors and so on — is to have a 
new set of books each year. The advantages of this 
is to relieve the ‘bottleneck’ when, immediately 
after the year-end, the client sends his books to 
the accountant who at the same time is receiving 
those of many other small businesses. The 
accountant can thus deal with the preparation of 
accounts without clients continually breathing 


down his neck to demand the return of the books. 


Labor vincit omnia is no doubt true but it takes 
time; and certainly in the provincial practice 
time is one thing that is always in short supply. 
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the Industrial Accountant 


by E. HAY DAVISON, F.C.A. 


I have no brief to speak for my profession, or 

for the Institute of which I am a member, or for 
any of the organizations of which I have been 
or am a member. The views which follow are 
exclusively my own. 

Productivity, so far as I am concerned, is reflected 
in the return on capital employed on which, ‘as an 
accountant, I had better make my position clear. 
Capital employed in industry is composed for the 
most part of physical assets whose expression in 
monetary terms is a matter of some difficulty. In an 
age of managed currencies any similarity between the 
original cost of acquisition of a physical asset and its 
expression in current monetary terms may be re- 
garded as an accident. Without embarking on an 
attractive side issue I may advance the opinion that 
any useful comparison of return with capital em- 
ployed must be based on the expression of both 
terms in monetary units of similar current value. 


I presenting this paper I must make it clear that 


Achieving Maximum Profit 

In the continuous endeavour to achieve ` the 
maximum rate of return on capital employed, which 
in my view postulates the maximum productivity, 
three aspects of the problem - interrelated but 
separate — become increasingly obvious. Maximum 
profit is achieved not only by the highest efficiency 
in production, but also by the most efficient 
marketing and the best use of financial resources. 
To my mind in considering the problem of pro- 
ductivity, a proper emphasis is usually laid on the 
first aspect, and insufficient emphasis on the second 
and third. T'o these matters we shall return later. 

Before I leave the question of maximization of 
profit in relation to capital employed, however, it 
would be better if I say that I make no apology for 
choosing this as our main objective: Team support 
on moral grounds from the pafable of the talents, 
from Dr Johnson who averred- the innocence of the 
employment of making money, and from a young 
lady works councillor whom to my joy I met some 
years ago. In reply to a general question to a meeting 
put as ‘What is a fair profit? she volunteered the 
answer ‘As much as you can get’, and from one 
ostensibly of the enslaved masses, I regard this as 
helpful, ` 

After all, the accountant is normally concerned with 


This second paper in our series on accounting 
in relation to productivity was given as a public 
lecture at the London School of Economics on 


October Sth. The first paper in the series, 

‘The practising accountant’s contribution to pro- 

ductivity’, by Christopher Bostock, M.A., F.C.A., 
appeared in the issue of November oth. 





economic problems on a narrow front — the front 
presented by the particular business with which he 
is concerned. 'T'his concentration of attention enables 
simpler and more direct economic concepts to 
be adopted and. more simple and direct methods of 
measurement to be employed. The accountant is not 
professionally concerned with the cost of unemploy- 
ment, only with the cost of employment; and he is 
concerned in a way more direct than is possible on a 
national scale with the cost of idle capacity and waste 
of materials. Productivity, as far as he is concerned 
in his day-to-day affairs, is something of an abstrac- 
tion, while return on capital is something measurable, 


albeit roughly, and vital not only to the business but — 


to his personal position in it or in connection with it. 

Perhaps, in the national .campaign, these 
distinctions do not matter very much, If businesses 
are actively and economicaly conducted, on a 
national scale this will add up to productivity. ` 


The Accountant a Manager 


Dealing, as I am, with the industrial accountant, 
therefore, I must start by pointing out that charity 
begins at home. The accountant, particularly in a 
large organization, is himself a manager on a 
considérable scale, controlling in fact a business with 
a large staff, considerable expenditure, a predeter- 
mined output, but only one customer — the top 
management. In this case, as usual, the customer 
is always right, and from the point of view of the’, 
accountant this can have unfortunate results. 


Top management is composed of individuals each | 


with a background, educational or technical (or both) 
of his own, and each with a predisposition to manage 
the business in the way he understands. This is 
right and proper, but usually leads to a curiously 
lop-sided approach to the selection of information 
for top management. It is very rare for a business to 
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organize its financial information in a rational way, 
selecting that which is required for the board or 
equivalent body, breaking it down as required at 
lower levels of responsibility and clearly linking 
the figures with personal responsibilities at each 
stage. 

Too often financial reports have grown haphazard 
and go into unrequired detail in such a way that the 
important figures have to be diligently sought amid 
a mass of mainly irrelevant detail. Too often, also, 
there is a failure to distinguish between those 
figures which are useful and those which are merely 
interesting. Useful figures are those which lead 
management to taking a positive decision or to taking 
some action. Also useful are those which.cumulatively 
provide the basis of management experience, 
historical figures if you wish, but these must be 
carefully distinguished from those figures on which 
early action is required. 

I will avoid the temptation to discuss the question 
which naturally arises in my mind as a result of all 
these considerations, and that is the very great 
difficulty, in this era of large organizations, of pro- 
viding an adequate supply of good general managers 
with a balanced view of all sides of business life. I 
will not, however, avoid the temptation of pointing 
out that the accountant — particularly if he is trained 
in the field of public accountancy — has a better 
chance of acquiring an overall view of business than 
almost anyone else, since he is at least aware of all 
the aspects of business. This is a grave weakness in 
the scientific field, where only a rare natural aptitude 
will equip a man with narrow experience to tackle 
the problems of general management, or even, until 
he is confronted with them, to be aware of their 

—-existence. 

However, we were dealing with the accountant as 
a manager in his own right, and with his duty to 
achieve the maximum of useful output with the 
minimum of expense. His first duty, as that of any 
other business man, is to find out what the customer 
really wants, This is often difficult and the accountant 
should be ready to advise not only on what information 
-should be provided, and how often, but what, 
although thought to be useful, can be discarded. 
Here we can ponder on George's words of wisdom 
in Three Men in a Boat. ‘We must not think of the 

things we could do with, but only of the things we 
can't do without.’ Sometimes it is difficult for an 
accountant to realize that some of his financial 
statements are redundant, but frankly in a continuous 
process plant, a proper financial and physical control 
, ofinput and of process control through instrumenta- 
. tion will give management a better control of costs 
than any costing system reporting after the event. 
The accountant must eschew uncompetitive pro- 
ducts. 

In settling the basis of financial reporting an 
important point is the relation of the figures to 
management responsibilities. Management consists 
always of managing people, and expenditure control 
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consists of the control of people spending money. 
It is therefore essential to an efficient system of 
accounting that there should be a well-planned 
organization with responsibilities clearly defined and, 
better still, clearly understood, and that the accounting 
system should reflect the management responsibilities 
down the line. Apart from anything else this provides 
a useful exercise in the art of delegation. 


Forecasts and Budgets 


Having satisfied the customer on the design of 
the product, the accountant's function is to lay out 
his production line to produce just the figures 
required as often as they are required with the 
minimum of expense. This is purely a technical job 
and not always an easy one, but very often, and 
invariably in the case of older businesses, there are 
substantial cost savings to be made in relation to the 
quality of the output. 

But the whole essence of the problem of the 
accountant's contribution to productivity lies in the 
information he can provide which is essential to good 
planning and control. Almost universally now it is 
recognized that accounting has a forward, as well as 
a historical function, and the accounting techniques 
of recording, analysis, selection and presentation are 
just as applicable to opinions and judgements on 
the future as to records of past events. Management 
decisions are or should be made mainly in the light 
of what is expected to happen, and not solely in the 
light of what has happened before, While, therefore, 
future projections of events in financial terms are 
uncertain, and almost always to some extent wrong, 
they are far more vital to management decisions 
than records of past events, however accurate. ` ` 

The best, and indeed, the only way, as far as 1 am 
aware, of presenting business plans is the method of 
budgeting in monetary terms, and some form of 


regular budgeting routine is one of the things modern. 


business, and particularly large modern business, 
can't do without. 

It is important that there should be a clear idea 
in the heads of the management team of why budgets 
are prepared and what they are supposed to do 
with them. This clear idea is frequently lacking and 
full value is not extracted from the costly labou 
involved. 

A distinction must be made between a forecast 
and.a budget. For my own purposes, a forecast 
represents a future projection of events outside the 
control of management and covers the assumptions 
on which the budget is based. Such assumptions may 


be weather conditions, general economic conditions, | 


inflation, changes in tariffs, or next year's rate of 
income tax. A ‘financial forecast’ is a projection of 
what is expected to happen, without any implication 
of management responsibility, and I am not sure 
that it has any value. Many budgets, however, are 
regarded by top management as forecasts, importing 
weal or woe, but only of interest and not of use. ` 
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- A budget, on the other hand, is a plan in which 
intentions are deliberately expressed, which is 
intended to be used, and should 1n fact be used, as a 
measure of performance and a reflection of policy. 
The fact that plans, however carefully laid, often 
go astray, is not in conflict with the fact that plans 
must be made. Many business men make plans for 
holidays months ahead and still deny the practicability 
of planning their business activities over a period 
just as short. 


Three Aspects of Budgeting 


‘The main temporal aspects of budgeting are, as I 
see it, three. First, short-term (up to a year ahead) 
as an operating plan against which to measure and 
control income, expenditure, and investment, as they 
occur. Secondly, medium-term (up to five years ahead) 
as an investment plan, or a financial plan, or both. Ail 
capital investment decisions should be taken in the 
light of a plan covering a long enough term and a 
wide enough field to enable the investment to be 
put into the context of the business as a whole, its 
operating field, its scale of production, its market, 
and its finance. | 

. Thirdly, long-term (up to twenty years ahead) as a 
means of guiding the development of a business 
along desired lines, of long-range research and 
development and as an indication (usually otherwise 
lacking) of the parts of the business it would be a 
good. idea to get rid of. Clearly, such long-term 
budgets have little arithmetical validity, the figures 
being merely indications of scale. 

Only the larger organizations will have a real need 
for long-term budgets, but it is my experience that 
the troubles of many businesses are traceable to 
decisions made ten or more years before the trouble 
actually occurs. | 

The frequency with which budgets are presented 
will obviously depend very much on the period they 
cover. Short-term budgets should be flexible and 


frequent; medium-term less flexible and less frequent; : 


and long-term budgets hardly flexible at all and 
presented not more frequently than every two or 
three years. 

Of these budgets — short-, medium-, and long- 
term - there are likewise three aspects: the capital 
or plant budget, the profit budget, and the cash 
budget. They are naturally interdependent, and 
their preparation will develop out of a consideration 
of the main limiting factors, whether markets, or 
money, space or men, or any other, which govern the 
development of the business. 

I need say little about the methods by which these 
budgets are prepared, but I would like to suggest 
that the cost of research — which is usually regarded 
as one of the outgoings in the profit budget — should 
for budget purposes be regarded as capital. I do not 
suggest that it be capitalized, but that in considering 
plant investment in the long-term, the cost of 
research leading to plant investment ‘should be 
collated with it. | 
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Within the limits set by available markets, 
employment, and so on, the capital budget in an 
industrial concern is the plan on which future 


development hinges. It is likewise the plan in which. 


lies the possibility of the most expensive mistakes, 
and the disregard of which leads most often to 
disaster. 

It would not be an exaggeration to say that the 
basis of all success in achieving high productivity is a 
careful ‘assessment of plant and other capital 
investment, and that the accountant, by a -well- 


devised budgetary system which is fully understood 


and properly used by the management, can make a 
major contribution to a wise policy. 

But it must not be thought that these budgets 
remain fixed and inflexible. As I have suggested 
above they must be continuously reviewed in the 
light of.changing circumstances since this review 
leads to the elimination of waste expenditure before 
it occurs rather than to its disclosure after the event. 
Likewise, an increase in activity leads to the upward 
revision of plans for expenditure so that expansion 
proceeds in an orderly and not a haphazard manner. 


Promptness before Precision 


But this is by no means all. Plans will.not stand 
by themselves and control of business activity in 
accordance with plan is equally vital. Information 
must be made available with the least possible delay 
to indicate where things are going adrift Oddly 
enough, it is not so much in the niceties of accounting 
arithmetic that these indications are most often 
found, not even in the little adjustments which have 
to be made to bring events into line with plan, that 
most efforts have to be made. Most often, in my 


D * LEY 
experience, real trouble is caused by enormous 


discrepancies between plans and events, which 
everybody should have known, which either it is 
hoped will right themselves without intervention, 
or are believed to be less of a problem than they 
really are, or on which difficult decisions have to be 
made and are deferred until the problem becomes 
acute. All this really amounts to saying that while plans 
have to be expressed in figures, the precision of the 
figures is much less important than the indications 
they give and the action that is taken. A common 
reaction to unpalatable figures is to .question their 
'accuracy and to seek to prove that in some way 
they are wrong. This is probably some form of 
defensive mechanism at work. It is not so important 
that the precise amount of rectification in a position 


- 


should be known, as that rectification should be " 


immediate and effective. 

I do not know how we get away from the idea that 
the accountant is a genius at arithmetic, and that if 
his arithmetic is wrong he is, ipso facto, no good. His 
arithmetic should, of course, be right — it is easy 
enough in all conscience. But he should never give 
an impression of ‘accuracy’ which is irrelevant to the 
main issue and may be wholly spurious. A board of 
directors should never be allowed to see a decimal 
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point. For most accounting calculations a slide rule 
is more appropriate than a calculating machine. 

This, however, is by the way. Careful planning, 
ç~ tight budgeting, close Control, are all essentials to 
high productivity and can be firmly applied to those 
business functions over which management can 
exercise authority. In two fields, however, I must 
confess that the accountant is at a loss. At least, I am. 
The first of these is research. 


Research and Product Quality 


A research budget is of course easy to produce. It is 
very difficult, if not impossible, to decide how much 
should be spent, or even whether it would be better 
to rely on acquiring the fruits of the research of other 
businesses rather than carry the cost of a research 
department. There must, of course, be a limit. No 
business should spend so much on research that it 
wil obviously not have the physical or financial 
resources to develop the successful projects — unless, 
of course, it is prepared to sell the rights to other 
producers. 

Difficulties in this field are accentuated by the 
increasing problem of understanding just what 
research departments actually are doing. The 
development of specialization in the scientific field 
makes even the exchange of information between 
scientists in different fields an almost insoluble 
problem and a most expensive operation in the shape 
of libraries and librarians, publications and the 
circulation of extracts. 

This, from the financial point of view, is a genuine 
difficulty, and one which for all I know may be 
costing the country a great deal of money. 
~~ The second very difficult problem is that of the 
quality of the product of the business. This is 
basically a matter of market assessment, but often, 
I feel, is a matter also of technical pride. It is 
relatively easy, in theory at any rate, to keep costs 
down; but costs must not be kept down to the point 
where the quality of the product is affected. It is easy, 


in theory, to make a nearly perfect product without ` 


regard to cost. 

'The balancing act between cost and quality must, 
as Í see it, have four performers — the designer, the 
production man, the salesman, and the accountant. 
I feel that while we hear much criticism of products 
of which the quality is poor, we hear too little of 
products ~ and they are many — where the customer 
is given much more than value for money. À product 
can be of too high a quality for the price, and this 
means too much input for too little output in terms 


~of finance. Both production and sales departments . 


often have a vested interest in improving quality 
irrespective of cost. The accountant may be able 
to help in holding the scales aright. 

This, of course, brings us to the importance of the 
customer. The British tradition, now getting long 
in the tooth, is one of workmanship, and this 
tradition stems from a time when salesmanship was 
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hardly necessary. It is perhaps as a result of this that 
an essential feature of high productivity — that is to 
say, high activity — has received less attention than 
high efficiency in production. 


Market Research 
The business plan, reflected in the budget, should 


, naturally be based on the best available information 


about markets and should reflect the best known 
means of exploiting them. It is of course the function 
of general management to ensure the maximum 
utilization of resources and to explore the best means 
of achieving it. But it should be the budget which 
brings problems of this kind to the forefront and 
enables not only the best utilization but the best 
distribution of resources to be effected. - 

How many companies, I wonder, make a positive 
effort to balance product research at one end of the 
line with market research at the other? Some, of 
course, do, but many don't, and the budget should be 
the means by which management make these proper 
comparisons and accept the necessity for taking 
action. Much more needs to be done in marketing, 
particularly abroad. 'l'here are such things as export 
co-operatives, but these are not enough; market 
research abroad is an expensive, and sometimes 
inevitably unrewarding, operation and the burden 
must be spread if. the smaller business is to be 
encouraged to take part. 

Few accountants would lay claim to any special 
expertise in marketing. By training, however, 
accountants are accustomed to understand that 
production and sales are equally important. We all 
know too many companies where the production 
departments regard the salesman’s job as simple and 
straightforward, and where the salesman cannot 
understand the problems of the factory. To some 
extent the accountant — as a middleman - can help in 
these circumstances by bringing to the attention of 
general management the costs and losses brought 
about by this sort of situation. 


Selling Costs 


He can help, furthermore, by keeping a reasonable 
balance in the consideration of costs. "To most people 
the word ‘costs’ conjures up a picture of costs of 
production, whereas the planning and control of 
selling costs is equally vital to any business. Market 
research should lead to a marketing plan, and a 
marketing plan to a marketing budget. 'This, like 
any other budget, should ensure that the sales field | 
is fully covered, and covered efficiently and economi- 
cally, that all necessary expenditure (for an obvious 
instance advertising) is provided for and the follow-up 
is ensured, 

Much selling cost is akin to 'bread upon the 
waters’, but it is all money ‘spent and deserves as 
much care in its planning and measurement as the 
costs arising in the factory. Productivity depends as 
much on high activity as on high efficiency. 
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"= While proper attention to the question of selling 
€osts is vital, there are many other ways in which the 
accountant can help towards the efficiency of a 
business. The booklet issued by The Insitute of 
Chartered Accountants in England and Wales 
entitled Business Efficiency — the contribution which the 
accountant can make has probably not been very 
widely circulated outside the profession; more's the 
pity, because in comparatively brief compass it sets 
out many ways in which the accountant and his 
records can be usefully employed by management. 

, Amongst these are the proper control of materials, 
the performance of labour, the control of fixed assets 


(why do so many businesses regard a cash-book as a. 


necessity, but a plant inventory as a luxury?), the 
control of sales department expenditure, and so on. 
The booklet brings out also in elementary terms the 
importance of the relationship between volume and 
cost, universally recognized but in my experience 
rarely quantified. 

. Briefly though this booklet deals with the wide 
range of matters comprised in it, there are forty-five 
pages of meat, and rather than quote extensively 
from it, I will leave you to read it for yourselves. At 
the end you may wonder what sort of business can 
afford to follow meticulously all the advice it gives, 
but the preamble gives warning that it must be read 
selectively and its lessons applied as needed. 

This is one of my problems. The accountant can 
help efficiency and productivity in so many varied ways 
that a full exposition may well lead.to the feeling that 
there are not enough accountants to go round. 
Careful selection 1s necessary in deciding what must 
first be done, and in this decision it is helpful to 
know wherein the business with which you are 
concerned is falling short. 


Inter-firm Comparisons 


All that I have said so far implies that all desirable 
results can be achieved by inbreeding, but this is 
obviously not true. All businesses which hope to 
survive and prosper must be outward-looking and 
endeavour to learn the facts of life as it goes on in the 
world outside, They must take advantage of all that 
has been done to make effective inter-firm compari- 
sons, to test their performance against that of others 
in their trade, to find out where they fall short and to 
take the necessary action. None of us is inclined to 
frequent form-filling, but form-filling with a positive 
- purpose in productivity can bring real benefits and 
should not be regarded as an unprofitable overhead. 
Nor can any business keep on saying ‘But we are 
different’ when it is matching its performance 
against others in its own trade. Inter-firm comparisons, 
based mainly on financial ratios, provide salutary 
lessons and they should be more widespread than 
they are. 

Throughout, so far, I have tended to emphasize the 
figure aspect of the work of the accountant. The 
balance must now, I feel, be rectified. Most businesses 
are ‘small businesses’ and run on a small staff, not 
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highly departmentalized, in which the accountant 
is virtually the administration officer. In business a$ 
a whole, administration is too expensive and not 


d 


good enough, and while an examination of admini- 7 


Strative costs may to some seem remote from 


‘productivity, which is too often given a purely 


production connotation, it may bring results in the 
important search for higher returns on capital 
employed. j | 


Administration 

In the small business it is relatively easy to recognize 
the directions 1n which good and economical admini- 
stration must be sought. Good routines and well- 
designed forms with a well-selected staff will solve 
most problems. As the size of the business increases, 
however, it is less easy to recognize administration 
as one function, so much does it become split up into 
specialist fields or become the prerogative of separate 
departments each of which desires to have its own 
administration. ; | 

This is the point at which to examine the time 
and money spent in departmental inter-communi- 
cation and to seek ways of reducing them. Inter- 
communication is of course necessary, but one must 
avoid the situation in which typists spend more time 
in typing memos to other departments than to the 
outside world. Much administration feeds wholly 
on itself, departments supporting each other with 
communications and inquiries which revolve in a 
closed circle. Very often accounts departments 
contribute to this state of affairs, and the accountant's 
duty is to eliminate it in his own department and to 
help other managers to eliminate it elsewhere. 


An example, within the accounting field, is the, 


separation which still frequently occurs, between 
the so-called ‘costs’ and ‘accounts’ departments, the 
cost department dealing with production costs and 
works accounts, and the accounts department with 
financial accounting — so-called, although all account- 
ing is financial — customer and supplier accounting 
and so on. However the function may be divided, 
the division is wrong, for three main reasons. First, 
in the field of expense both functions deal with the 
same expenditure; secondly, the cost of departmental 
management is increased, and thirdly, economies in 
the use of accounting machinery are too easily 
overlooked. In addition, a system of inter-depart- 
mental communication grows up which is for the 
most part unnecessary. | 

I have chosen this example because it is one with 
which I am familiar. Similar examples can be found 
in other administrative functions. 


Morale 


With good methods, both in production and 
marketing, and with adequate financial control there 
is still something missing. Many years ago I had the 
privilege of meeting a boxing champion of international 
repute, held universally in the highest regard and 
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affection. On being asked to what he felt his success 
to be due skill, training, speed, or what else, his reply 
was "eart', placing his hand on the left side of his 


chest. Morale is the all-important factor. 


In this connection I feel that the accountant can 
make at least two positive and special contributions. 
The first of these is the budgetary systems, which 
_is too rarely regarded as an effort of team-work. The 
attempt should be made to bring management at all 
levels into the budgetary procéss, by consultation 
with every manager according to -his responsibility. 
This has the effect of bringing every man in the 
management team into the picture in such a way 
that he not only recognizes and accepts his own 


responsibilities, but also realizes the extent to which . 


the responsibilities of others i impinge on his, and his 
on theirs, and them all on the business as a whole. 
Proper inter-comimunication is a vital part of good 
management — all too difficult a part — and the 
budgetary and accounting system provides an 
opportunity to rectify what may be a dangerous 
deficiency. 


Financial Enlightenment: 

The second way, in particular, in which the 
accountant can help to build and maintain morale is 
the process known, rather pompously, as “financial 
enlightment'. Of many barriers which exist between 
management and operatives, one of the most 
unscalable is lack of ‘mutual confidence. I believe 
that once the ground has been prepared, a continuous 
flow of information on the financial affairs of the 
business is most beneficial to the creation and 
maintenance of a high degree of confidence by the 
operatives in the management. 


~~ It must be understood that by a ‘continuous 


flow’, I do not imply daily, weekly, or even monthly 


_ statements. Half-yearly or annual explanations of 
_ the figures are enough, particularly if shareholders 


are also kept informed at the same intervals. Indeed, 
one of the moral difficulties in giving such infor- 
mation to employees lies in the decision how far to 
go in disclosing matters of which shareholders may 
be unaware, and a fair general rule is to ensure that 


nothing is made public in the way of information to ` 


employees which is not available to shareholders. 
Very often, of course, the very closeness of the 
association of employees with day-to-day matters 
will keep them informed on subjects not of public 
knowledge. These subjects will usually, however, be 
domestic and not of a financial character in which 
shareholders need be interested. 

I would like to make two points about the method 
in which “financial enlightenment’ can be spread. 
First, that it should be done verbally and to a 
comparatively small number of employee repre- 


sentatives, whose duty is notionally to pass in-. 


formation on to their colleagues. Secondly, it must 
be made possible for questions to be asked and 


. frankly answered; It would be idle to pretend that 


very much of the information given at such a session 
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is afterwards -very fully or accurately reported; but 


` the opportünity to ask questions, ‘and the’ expectation 


that they will be fully answered, is enough to create a 


. Stronger feeling of understanding of managerial 


problems. 

To give financial information ofthis kind and to 
deal with questions which are often pointed and 
intelligent, the accountant is obviously the man best 
fitted by technique, 

It occurs to me, in writing those words ‘best 
fitted by technique’, that I may appear to have 
oversold the accountant and to have begged too 
many questions. Not every accountant is, it must be 
admitted, equipped by training or experience to 
cope with all the problems already outlined in this 
paper — and many have been omitted. Much has, 
however, changed in the last fifty years and all 
young accountants now realize that their work will 
take them far beyond the confines of recording and 


‘book-keeping which formed the boundaries of their 


work when the profession was established, 

I feel it essential that an accountant should have 
a liberal education. That this is equally important in 
other .fields is not my present point. To select and 
present the important matters which are usually 
buried in a mass of statistics, requires a balanced 
judgment, a feeling for global situations, and an 
appreciation of the way in which the minds of men 
work, which cannot be attained alone by adherence 
to the strict routines of accounting training. 


Imagination 


If I may make a plea, therefore, it is that business 
men should recognize that it 1s also the duty of an 
accountant to be a business man, looking forward as 
well as back, and using imagination in presenting and 
advising on policy statements besides the daily 
routine of cost statements and summaries of 


expenditure. It is no less the accountant’s res- 


ponsibility to seek to gain income than to control 
expense. 

I would hope that in this way the accountant 
would become a rather more sympathetic figure in 
the business estimation — less restrictive and hide- 
bound by repute — not just the man who leaves the 
steering-wheel and accelerator to the manager and 
himself concentrates on the brakes. The image, I 
know, is unjust, but it still exists, and it must change 


if the accountant is to play the full share of which he - 


is capable in increasing productivity. 

In this rather generalized and discursive paper I 
have tried to indicate my approach to the problem 
of productivity and some suggestions about the 


-ways, which seem to me to be important, in which 


an accountant can help to improve it. I can lay no 
claim to originality, as everything which can be said 
has already been said. To my own comfort I can 
bring the reflection that while all has been said not 
all has been done, and until all is done, papers like 
this cannot be wholly superfluous. 
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A LOMBARD PERSONAL LOAN WILL COVER THE COST 


Accountants living in the United Kingdom can readily avail 
themselves of Lombard Bank Personal Loans. These Loans, 
which are completely confidential, can pay for almost any 


E TO R ATES requirements—from everyday domestic needs to luxury items, 


D 


e 





from recurrent expenses like rates and taxes to equipment for your 
hobbies and sports. You may draw from £100 to £500 in Lombard 
Loan Cheques according to your needs and the Loans are repaid 
monthly, so you know in advance exactly what your commitment 
will bé. For full details, write in confidence to the Manager, 
Personal Bank Loans Department (AT). 


LOMBARD BANKING 


LIMITED 
Lombard House, Curzon Street, London, W.1. GROsvenor 4111 (30 lines) 
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~ Miss Doris Munks and her colleagues thoroughly appreciate 
BA WW ihe versatility and automaticity of their Burroughs machines 
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=} Burroughs pitch into a 
tarry problem 


LANCASHIRE TAR DISTILLERS LIMITED produce 
refined tar for road works, aromatio chemicals 
and other tar products. 


PROBLEM: For the accounting procedures to 
keep abreast of the technical advances in the 
laboratory and factory. 


SOLVED: With two Burroughs F1000 ll-register 
Alpha-Numerie accounting machines. 


METHOD: The machines handle Bought and Sales 


ledger postings, sales analysis, cheque writing 
andpayroll.When posting invoices to the Bought 
Ledger, the register selection feature produces 
individual control totals of the purchases enter- 
ing into Works Costs. Factory payrolls are cen- 


tralized and vertical payslips are completed 
simultaneously with Works Payroll and em- 
ployees’ personal record cards. 


RESULT: The smooth flow of accounting and 
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statistical information within a system of fully ` 


integrated cost and financial accounts: 


Business depends on 


Burroughs 


from adding machines to computers 


Burroughs Machines Limited, 356-886 Oxford Street, London, W.1 
Telephone: HYDe Park 9861 


Accounting Sales and Service facilities from 60 centres in 
Great Britain and Eire. Manufacturing in Scotiand 
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. Weekly Notes 
AFTER PRESIDENT KENNEDY 


YT is now a week since President Kennedy was 

assassinated in Dallas, Texas, on November 22nd. 
While a sense of shock and grief still remains even 
after the funeral, the issues of public policy must 
gradually obtrude more and more. 

The economic impact of the change of the Head 
of State has both a short-term and a long-term aspect. 
The tone of the short-term impact was set by the 
London Stock Exchange on Monday when it opened 
cautiously but gradually became firmer following 
initial lowering of prices and widening of margins. On 
Tuesday, Wall Street gave an equally confident 
performance and the twenty point fall in the Dow 
Jones index recorded on the day of the assassination 
was 1nore than wiped out in the course of one day. 

In the longer term there is.still fear that the ex- 
pected boom in the United States must now be a 
little delayed as business adopts a cautious attitude 
and slows down its rate of capital investment. This 
may be true but certainly Mr Kennedy's general 
economic policies will be carried on by Mr Johnson. 
In a large administrative machine like the United 
States Government there is bound to be a huge built- 


in impetus to carry policy into action fora reasonable 


period of time. Gradually President Lyndon Johnson 
must make his imprint on policy, and although this 
may take time he has one advantage which may. be 
vital: he has great experience in handling Congress. 
~In the Senate before becoming ‘Vice-President he was 


Majority Leader of the Democratic Party. He may 


get on better with Congress than his predecessor and 
that could mean much. | 


DELAY IN DECIMALIZATION ^ 


HE repetition of obvious truths becomes tire- 
A. some in time but one which apparently requires 
to be reiterated again and again is that thé Government 
must take immediate steps to introduce decimal 
currency. There are many good reasons why this 
should be done at once but two will suffice. One is 
that the longer the decision is delayed thé higher will 
be the transitional costs. The other is that the 
adoption of decimal currency is recognized as a 
condition precedent to a wider reform embracing 
the whole of the country's weights and measures 
. systems. 
~ In a letter last week to the Chancellor of the 
Exchequer urging immediate action, the Association 


of British Chambers of Commerce stresses that the . 


speed with which decimalization can be applied 
comprehensively is largely governed by the progress 
made in decimalizing the currency. The Association 
itself strongly favours the 1os/cent system but admits 
that it is not in a position to judge what has been 
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called the international case for the pound. It does 
claim, however, that on all other considerations the 
balance of evidence, as submitted in the Halsbury 
report, supports its contentions. 
The Association's plea for action — whichever 
denominational system is accepted — was strongly 
supported by Mr K. A. Usherwood, M.A., PLA. 
President of The Institute of Actuaries, at the 
Institute's biennial dinner held in London last week, 
and if. sufficient pressure from as many other 
authoritative sources as possible can be brought to 
bear on the Government then surely it must, for the 
sake of both honour and expediency, move.soon. 


` 


TROUBLE AT B.0.A.C. 


HE: Government White Paper The Financial 

L Problems of the British Overseas Airways 
Corporation! published last week is a useful summary 
of the difficulties which have beset B.O.A.C. in the 
last few years. The need to publish it at all at the 
present time has been (to quote the White Paper) 
because ‘the Government think it necessary to re- 
affirm that the Corporation must operate as a com- 
mercial undertaking’. The White Paper points out 
that B.O.A.C. had run up a deficit of £80 million 
since 1958. This deficit has arisen from the disasters 
to the Comet 1 and delays over the Britannia. À 
further Zre million was lost in investments in 
associated and subsidiary companies; The remainder. 


chad been caused by loss of cabotage rights, loss of 


London's position as a staging point in European 
transátlantic travel as long-distance jets have come 
into operation, the expansion of world airline capacity 
beyond traffic needs, restrictive attitudes by foreign 
Governments, and an over optimistic policy by the 
management of the Corporation. | 

For the future, the Government propose to 


‘strengthen the management of the Corporation, to ask 


the chairman to prepare within twelve months a plan 
for making B.O.A.C. financially sound, and in the 
meantime, to obtain from Parliament an extension for 
a further two years of the powers under the Air 
Corporations Act, 1962, to make loans for the purpose 
of financing deficits. Having considered the possibi- 
lity of a merger between B.O.A.C. and B.E.A., the 
Government has come to the conclusion that the two 
Corporations should work more closely together but 
they have decided against a formal merger. To help 
collaboration between the two, the Minister: of 
Aviation will appoint the chairman of each a part 
time member of the board of the other: — 
Controversy has surrounded the publishing of the 
White Paper with suggestions of undercurrents which 
have not been made public, by the decision of the 
chairman, Sir Matthew Slattery, and Sir Basil 
Smallpeice, the managing director, to resign. Sir Basil 
is an accountant, so is Mr C. E, M. Hardie who has 
joined the B.O.A.C. board along with Sir Giles 
Guthrie, the new chairman, who will be called upon to 
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fulfil the proposals of the White. Paper. Further 
undertones have been indicated because the con- 
fidential report to the Minister made by Mr John 
Corbett, F.C.A., has not been made public. | 


HOUSE-BUYING IN 1963 , 


HE Co-operative Permanent ` Building Society 

has issued another ‘Occasional Bulletin’ analysing 
the income, age, occupation and other characteristics 
of buyers on mortgage from the Society. In this case 
the inquiry covers six months, January to June 1963, 
and since the transactions account for about 74 per 
cent of the house purchase loans made by the entire 
building society movement, the figures can claim to 
be something of a representative sample. 

'The survey shows that approximately 20 per cent 
of the dwellings covered were priced at under £2,000 
and 40 per cent fell between the range £2,000 and 
£3,000. Almost 66 per cent of people obtaining 
mortgages were under 35 and 20 per cent were 
between 21 and 25 years old. According to the survey 
the buyer of a new dwelling is younger on average 
than the purchaser of an existing property. 

In spite of the rapid increase in house prices of 
recent years, over 26 per cent of those taking out 
mortgages through the Society were earning under 
£16 per week, over 55 per cent under {20 a week and 


E 
ACCOUNTANT 


November, dE 


&4 per cent less than £28 a week. These figures, 
however, are for the incomes of the buyer, not the 
combined incomes of the household. Buyers are by 
no means confined to white-collar occupations. Wage |, 
earners account for 48 per cent of the total. Nearly 

half of the buyers purchased a house with a Free? 
of less than £400, and two-thirds with.a deposit of 
less than £600. The small deposits tend to be con- 
centrated on new dwellings. Most of the loans granted 
by the Society in these six months were for sums of 
between £1,000 and £3,000. 


TRADING STAMPS IN PETROL 


HE battle over trading stamps continues to sway 

backwards and forwards. It has been evident for 
some weeks that one of the casualties of the war might 
be resale price maintenance, for clearly the efforts of 
certain concerns to introduce trading stamps was 
found to be met by the opposition making price cuts. 
In the last week or so the battle has been notable for 
the strength of the opposition to the introduction of 
trading stamps. There are signs now of further 
tactical advance by the trading stamp interests. 

At the beginning of this week, two of the largest 
petrol filling st station chains in the country, Blue Star 
Garages and Lex Garages, began giving trading stamps 
to their customers. Both groups sell mainly Regent 
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"The Association! s Annual Dinner 


Sir Alexander Johnston, G.C.B., K.B.E., Chairman of the Board of Inland Revenue, responding to the toast of ‘The Guests’ 
at the annual dinner and cance of The Association of Certified and Corporate Accountants at Grosvenor House, London, 
last Monday. The toast was proposed by the President, Mr Vivian R. Chennell, F.4.c.c.a, Included in the picture (left to 


right) are Mr Edgar Spencer, 


F.A.C.C.A., Immediate Past President of the Association; Lady Johnston; Sir Alexander 
Johnston; Viscount Brentford; Mr Chennell and Mrs Chennell. 
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petrol and oils although some of their garages offer 
other brands. This is bound to set off a rush of gift 
stamp companies to enrol garage owners and petrol 
k pumps. It is reckoned that up to six thousand filling 
stations are already offering stamps and that over 
three thousand of them are linked: with one particular 
trading stamp company. | 
The two chains have not introduced trading 
stamps on the same scale and there is some indication 
that they are trying it out in limited areas to see if the 
move is popular with motorists. Blue Star says that 
it distributes stamps for a minimum of 20 per cent 
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in its sales but that there are big differences in the 
returns as between one petrol station and another. 

The Motor Agents Association to which the two 
chains belong, have already said that it would mobilize 
all possible means to tell motorists that stamp com- 
panies threaten to increase the cost of motoring. It 
remains to be seen if there is a major swing over to 
stamp trading in the remainder of the petrol distri- 
bution industry. The attack on petrol stations comes 
as no surprise because it was known that this would be 
the next area for irivasion once a serious bridge-head 
had been obtained in the grocery trade. 





. This is My Life... 
by An Industrious Accountant 


CHAPTER 200 


UTTING it bluntly, old man’, said the per- 
sonnel director, “whom do we appoint as your 
replacement’? He chuckled cheerfully as I sat up with 
a jerk, and lit himself another cheroot. ‘Not to worry, 
it’s just a matter of filling in the blank spaces on our 
management prospects schedule. We've got to check 


that we're not caught short if you're knocked down 


by a bus tomorrow.’ 
J In my opinion Prinny has a slightly warped sense 
^ of humour, and I was conscious of a sort of mental 
stiffening while he discussed the problem further. 
He's doing a survey of our potential staff talent down 
the line, it appears, and he wants to prepare a special 
long-term training programme for our brighter young 
| men. My recommendations were needed in the case 
of the accounts department. AN 

It wasn't really easy to make a definite choice, I 
mused, sitting back again in the big chair, mellowing 
gradually with the fragrance of one. of Prinny’s 
cheroots. After all, consider the financial accountant, 
a prima facie first choice as crown prince. He's 
experienced and able, well rotated through our various 
sections over the years in order to learn all the angles, 
and indubitably he knows his stuff. But let's face it, 
he's bone-lazy. He takes life easy; no energy, no drive, 
no enthusiasm. No wind of change blows through his 
room; no ripple of criticism or urge for reform induces 
-him to lead a crusade. That’s hardly the type to repre- 
sent accountancy and fight its case in this stressful 

' decade, is it? 
Prinny said, well, yes, as a matter of fact he thought 
it was, After all, he argued, who wants an accountant 
who causes trouble? His function is essentially a 
service operation, feeding information to management 
at all levels - directors, salesmen, departmental 


managers, factory or transport executives. His job 


calls for fast and accurate recording and reporting, 
and admittedly special expertise in taxation and 
insurance and so on, but drive wasn't a prerequisite. 
A ball-of-fire type wasn't essential. 

I retorted that you don't appreciate the value of 
the navigator until you try to proceed through the fog 
without him; but Prinny didn't seem convinced. So 
the cost accountant came next on the list for character 
analysis. Younger than the last man, keener, quicker 
off the mark... less knowledgeable admittedly and less 
well-read in industrial techniques . . . but definitely 
promising. His only disadvantage was that he tended 
to be tactless, over-argumentative, liable to provoke 
friction among his colleagues. We couldn't have that 
sort of thing in a chief accountant, obviously? We 
clearly needed suavity, diplomatic finesse, that 
intangible je-ne-sais-quoz which is the hall-mark of the 
born leader of men, didn't we? 

: Prinny said, well, hardly. It was a chief accountant 
he wanted, not a new Prime Minister. The job didn't 
call for a Machiavelli. After all, accountants were 
always grumbling and pettifogging, but no one 
really listened to them. It was their job to blow the 
gaff when necessary, so the degree of tact was irrele- 
vant. 

So I reviewed our internal auditor, that debonaire 
investigator whose unerring flair for detecting 
weaknesses in systems is a byword in our company. 
Shrewd, analytical, polished ... but not yet com- 
pletely versed in the ways and wiles of men. Surely, I 
hazarded, we needed human appreciation, mellow 
warmth, sensitivity to psychological eccentricities? 
Prinny asked, did I want an archbishop? 

He fussed over his organization chart, marking 
thick red lines around those names needing early 
development, and shaded hatchings around the 
juniors needing rotational training. He hadn’t a clue 
about the complex vicissitudes of the chief account- 
ant's task, the esoteric skills, the human sympathies, 
the iron will. It’s a superman’s job; replacement will 
be a major problem. .. . | 

"We're fussing unduly’, said the personnel director. 
"We've got stacks of talent readily available, but, of 
course, I hope it won't be needed for a long time.’ 
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Finance and 
Commerce. 


Kalamazoo 
HE accounts of Kalamazoo Ltd form the subject 


of this week's reprint. The company will be > 


well known to accountants and of particular interest 
to those concerned in giving to workers a stake in the 
results of their efforts beyond the weekly wage. The 

Kalamazoo Workers’ Alliance owns nearly half the 
equity in the business; the actual figures can be seen 
in the reprint. 

. The Kalamazoo scheme started with gifts of shares 
from two of the original directors of the company and 
the sale of a further block of shares originally held 
by a third director. The workers' holding was in- 
creased when the company made an issue of rs 
shares at par, market price at the time being in the 
region of about gs 6d. The trustees borrowed to buy 
the shares and repaid out of the trust's income and 
they have the power to hold part of the income for 
the purchase of further shares. 

The rate of growth of the workers’ interest is seen 
in the figures with these accounts which show that in 
this year, 1963, the Alliance is holding 5:8 per centofthe 
preference capital and 49:4 per cent of the ordinary 
as compared ‘with o-2 per cent preference and 38:8 
per cent of the ordinary in 1948. 


Dividend to Trustees 


The directors’ report explains that the trustees of the 
Kalamazoo Workers’ Alliance are entitled to a 
dividend on the K.W.A. ordinary stock at such rate 
as they may require not exceeding the rate paid for 
the year on the ordinary stock. For the year of these 
accounts, the trustees requested the dividend of 
£16,547. The bonus to members of K.W.A. is 
£132,735 gross (£116,433 in 1962) and this, the report 
points out, is equivalent to the potential dividend 
relinquished by the trustees. Profits shown in the 
accounts are after charging the bonus paid to members 
of the Alliance, The approximate value of the K.W.A. 
holdings at the date of these accounts was £3,331,000. 

With these accounts, the directors have considered 
the effect on taxation and profits of the much increased 
annual allowances given by the 1963 Finance Act, 
in respect of capital expenditure on buildings, plant 
and machinery after November sth, 1962. Since 1950, 
deferred taxation due to initial allowances has been 
provided as part of the taxation for the year. The 
position is now brought up to date by a transfer of 


£15,600 from revenue reserves in respect of accumu- 
lated deferred taxation due to annual allowances at 
July 31st, 1962. The entries can be followed in the 
reprint, — i 

Chairman of Kalamazoo is Mr Evan Ag. Norton, 
C,B.E., a very well-known figure in industry and fin- 
ance in the Midlands. 


Park Cake Bakeries 


HE reprint from the accounts of Park Cake | 
Bakeries Ltd in the issue of October 19th, has 
proved specially interesting to Mr N. Straker, F.c.A. 
He was, he says, a shareholder in the company up to 
a few years ago but he sold out at a good profit. Thus 
he is no longer in a position to raise any query on the 
accounts as a shareholder, but as an accountant the 
Park Cake Bakeries reprint has brought him to ‘a 
sudden halt’, he says. 

Mr Straker writes: ‘I have read about the sugar 
dealings and the cushion available for the future of 
£95,000. But what I cannot follow in the reprinted 
accounts is the item in the balance sheet on the assets 
side of Net Surplus on Commodity Price Equalization 
Account — £31,989. ` 

This, he points out, is the amount brought to 
credit and he asks whether he can assume it was in 
cash (at bank) on June 30th, 1963. He is also wonder- 
ing where the cushion of {£95,000 has been put in the 
balance sheet; has it been included in current liabili- 
ties? 

He is hoping for elucidation and perhaps Mr K. L. 
Watson, F.C.A., the chairman, will assist. It can be 
regarded as one of this column's functions to effect 
the introduction of members of the profession in 
circumstances of this nature. 


Dividends and P.A.Y.E. 


HE introduction of P.A.Y.E. in the Republic of 

South Africa has produced a problem in connec- 
tion with the payment of dividend to non-resident 
shareholders, the solution of which is of interest. 

The directors of O.K. Bazaars (1929) Ltd, a South 
African company, report that there has been a non- 
recurring special tax rebate of R1,290,817 arising from 
the special deduction on the introduction of the 
P.A.Y.E. system of taxation. How all that works out 
is not the immediate point. 

But, ‘because of the accelerated payments of tax 
now due under the new system of tax payment, there 
is no corresponding increase in your company's cash 
resources arising out of this tax benefit. 

‘As non-resident shareholders, who may have been . 
obtaining tax relief in respect of taxation paid by the, 
company in South Africa, may experience difficulty 
in obtaining this in full by reason of this non-recurring  : 
special tax rebate, the dividends shown as having 
been declared or proposed in the attached accounts 
have been or will be declared out of the unappro- 
priated profits at June 3oth, 1961, all of which have 
borne tax at the full South African rates.' 


THE 
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CITY NOTES 


HE inevitable uncertainty created by the tragic 

events in the U.S.A., has come at a time when a 
definite cleavage of opinion on the way of the stock- 
market was already being shown in a heavy two-way 
volume of business in the equity markets with selling 
slightly in the ascendency. 

At the beginning of this week there was the 
inevitable marking down and widening of prices, but 
by tradition the British investor invariably stands by a 

‘wait and see’ policy under such circumstances. And 
so it proved this week. 


When ali the arguments have Bien putand weighed : 


up, none of them comes across, in investment terms, 
with a clearly defined answer in terms of ‘buy’ or ‘sell’. 

Even without the new international political factor 
there was clearly indecision in the market. With it, 


., indecision must be increased. 


British equities, in general terms, are at prices which 
should be justified in a few months’ time by improving 
industrial earnings and dividends. But in a few months' 
time the General Election factor will be uppermost 
in market considerations and on that basis the case for 
a certain degree of liquidity can be strongly argued. 

Recent events, therefore, could tend to turn 
investment decisions towards liquidity rather than 
away from it. 

* * * a 

FREE share issue through the capitalization of 
reserves is probably just about the most difficult 
operation to explain to the lay shareholder who finds 
the purpose and the mechanics of the operation be- 
yond his mental grasp. Mr S. P. Chambers did his 
best to explain it at this week's I.C.I. meeting called 


-~ to sanction a capital increase to make room for a 


‘one for two’ scrip issue. 

‘A stockholder’, he said, ‘will not become possessed 
of anything more than he has now, and his propor- 
tionate share of the equity will remain the same. The 


stockholder who, as a result of the scrip issue, finds 
himself with {150 Ordinary stock instead of {£100 
Ordinary stock, will have precisely the same propor- 
tionate interest in the company as he has now.’ Mr 
Chambers then went on to explain how the scrip issue 
affected dividend. A 

The lay shareholders’ immediate response to such 
an explanation invariably is: “Then why make a scrip 
issue in the first place if it doesn’t mean anything to 
us?’ In this kind of thing the ball nearly always lands 


back in the explainer's court. 
* a 


TH? new issue pace in the markets is now killing. 


But, in the race to get new public offers launched 
before the General Election, it is clear that the offer 
of Ordinary shares by tender is taking a much stronger 
hold on the market. Morgan Grenfell & Co are to 
make the biggest such offer yet announced in the 
shape of 4,825,000 5s shares in Freemans (London 
SW9) the mail order company. The offer price, it was 
stated in the preliminary announcement, would not 
be less than yora share. 

* * * 

QE of the most intriguing Anglo-American share 

deals of recent years is the £13:5 million invest- 
ment by the American Continental Insurance group 
in Phoenix Assurance. Continental is taking up 
14 million Phoenix shares at fọ a share — a price 
nearly £4 above the price of Phoenix shares when the 
deal was announced. 

Within the deal there is the worth to Phoenix of 
closer United States connections in an underwriting 
market in which Phoenix have been in the red for 
some six years, and the worth to Continental of 
Phoenix's connections in the rest of the world. In 
investment terms the deal has cleared Phoenix 
dividend doubts, a fact quickly reflected in a rise from 
IOIS 3d to 135s in the shares when the deal was known. 


RATES AND PRICES 


Closing prices, Wednesday, November 27th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


Bank Rate 


Dec. 8, 1960 5% Mar. 8, x962 54% 
July 26, 1961 796 Mar. 22, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 43% 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Treasury Bills 
Sept.20 £3 13s 8o02d% Oct.25 £3 14s 10°70d% 
Sept. 27 £3 13s 5°88d% Nov tr £3 15s 5:08d% 
Oct. 4 £3 125 487d% | Nov.8 £3 158 062d% 
Oct. i £3 12s 4:32d% Nov, rg £3 15s 0°68d% 
Oct. 18 £3 14s 2°36d% Nov.22 £3 15s or1d% 
Money Rates 
Day to day 24-32% . Bank Bills 
7 days 21-3896 2 months 31-313 96 
Fine "Trade Bills | 3 months 34-3 FG 
3 months 5-54% A months . 34-31% 
4 months 5—54% 6 months 34-4% 
. 6 months 51-695 . 


Foreign Exchanges 

New York 2°7988 Frankfurt II'12 
Montreal 3:014 Milan 17411 
Amsterdam 1007% Oslo 20:028 

Brussels 139°464 Paris 13°71 
Copenhagen 19:28$ Zürich 12:073 

| Gilt-edged l 

, Consols 4% 68} Funding 3% 59-690 — 91$ 

' Consols 24% 4 60-70 893 


44 
Conversion 6% 1972 107 ée 
Conv'sion 54% 1974 100} 
nversion 5% 1971 1014 
Conversion 34% 1969 ot 
Conversion 34% 
Funding 54% 82-84 SH 


Funding 3% 66-68 . 935 . 
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Correspondence 


Letters must be authenticated by the name and address of 

_ the writer, not necessarily for publication, The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Inland Revenue and Receipts 


Sir, — With reference to recent correspondence on 
this topic (November 2nd and 16th issues), receipts 
for surtax and profits tax are not now issued unless 
the taxpayer asks for one. When surtax or profits tax 
is repayable the department will satisfy itself that the 
tax has been paid by referring to its records. In occa- 
sional cases of difficulty it may be necessary to ask 
for the taxpayer's help, e.g. by sending up the paid 
cheque. 

Receipts are still issued in all cases for income tax, 
and the practice is to ask for production of the receipt 
when the claim is for repayment of tax paid directly 
by the claimant. The department has evidence of the 
payment in its own records, but it saves time and staff 
costs in dealing with the claim if the receipts are sent 
up with it. 

Yours faithfully, 
ALAN F. ROYLE. 
Press and Information Officer, 


London WCe2 Boarp OF INLAND REVENUE. 


Buying or Selling an Agricultural Estate 


Sm, — The Country Landowners’ Association is 
drawing the attention of its members and of land 
agents to the matters referred to below, but it is also 
important that persons acting, or likely to act, as the 
legal personal representatives of deceased persons 
should understand them too. Perhaps your readers 
would co-operate by disseminating the following 
information as and when appropriate. 

The owner of an estate managed as one at the end 
of 1962-63 can opt to pay tax on the hypothetical full 
rents of owner-occupied parts of the estate (excluding 
parts used for management or for farming) and claim 
tax relief on maintenance etc. along with that for the 
rest of the estate. It is not yet widely appreciated by 
landowners or by their professional advisers that when 
an estate changes hands, the purchaser (and later on 
his successors) will be unable to make such an elec- 
tion unless the vendor had elected. Sales are being 
effected in all good faith without this vital matter 
being considered. 

A vendor entitled to elect as at April 6th, 1963, can 
exercise his election at any time up to April 5th, 1965; 
the right to elect is not extinguished at the date of 
sale. So a purchaser can go back to the vendor and 
negotiate. 

The death of a vendor does not prevent his legal 
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personal representatives from making an election 
which he could have made had he survived. 
The views of the vendor and the purchaser are 


likely to be divergent. The vendor is solely concerned . 


with the period commencing April 6th, 1963, and 
ending at the date of sale. He would have to pay tax 
on hypothetical rents of the relative owner-occupied 
parts of his estate for that period. Thus, the result 
of an election may well be a substantial additional 
liability to income tax and surtax. 

The purchaser on the other hand is taking a long 
view and perhaps contemplating that his family will 
occupy the house for a great many years to come. The 
right to elect may be vital to him. Without it, perhaps 
neither he nor anyone else could afford to live in the 
house, in which case it would be difficult to sell it 
satisfactorily. 

In the unlikely event of finding himself up against 
an unscrupulous vendor the purchaser is in a weak 
bargaining position. However, he should bear in 
mind that a vendor who co-operates will be likely to 
incur accountant's, agent's, and solicitor's fees as well 
as additional tax liability. 

Yours faithfully, 
JOHN WATERS, 
FINANCE OFFICER, 
The Country Landowners’ 
London W1. Association. 
Depreciation in the Accounts of Water 
Companies 
Sip, — I refer to the statement of Mr Denza in your 
issue of November 16th. ‘Surely, if anything, it 
shculd be the more recent legislation that should be 


regarded as having overridden its predecessor.’ oat 


It depends on what is meant by ‘the more recent’. 
The issue cannot be decided by the date of the latest 
Act. It is a question of the date when the change in 
law was first passed (i.e. ignoring dates of subsequent 
consolidation). 

If the first Water Act on this precise point was 
after the first Companies Act, then the two being 
repugnant, the former was impliedly repealed by the 
latter, once and for all. Where consolidation and re- 
enactment takes place periodically as with statutes of 
this kind it would obviously be inconvenient if 
interpretation rested upon the date of the latest Act 
by a kind of ‘leap-frog’ process! 


Yours faithfully, 
London SWI. AUSTEN SPEARING. 


Cash Sale Receipts 


Sir, ~ Is it possible that some reader can refer me to 
the legal decision or statute whereby a stamp need 
not be affixed to a cash bill or receipt (value over £2) 
in the event of a concurrent cash sale by a depart- 
mental store. "n 
Yours faithfully, 
Castries, : A. F. LEES. 
St Lucia, WI. 
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an additional partne 


Expert financial service, based on wide indus- 
trial experience, is a good additional partner 
for any progressive business. 


Charterhouse Industrial Development Com- 
pany provides permanent or semi-permanent 
capital for privately-owned industrial and 
commercial concerns which have continuing 
sound management. Charterhouse is content 
to become a minority partner, the existing 
proprietors retaining contro]. 


In this way many of the problems of financing 
the expansion of private companies can be 
solved. So, too, can those of owners who wish 
to realise part of their interests to meet estate 
duties or for other purposes. 


Charterhouse has been financing private com- 
panies for twenty-five years and has particular 
experience of the problems of medium-sized 
and smaller firms. Directors or professional 
advisers are invited to write to or telephone 
the Secretary. 





A MEMBER OF THE CHARTERHOUSE INDUSTRIAL 





| CHARTERHOUSE 


GROUP 


MANSION HOUSE 1540 


DEVELOPMENT COMPANY LTD. 


OO ST. SWITHIN'S LANE, LONDON, E.C.4 
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.., 80 weve cut clerical costs by 5,000 


man-hours a year- am... [ 
NOW WE USE Een 
CREDIT 

TRANSFERS 


By sending credit transfer forms to your customers 
with your invoices, you not only save them the work 
involved in drawing Individual cheques to settle their 

















accounts, but save yourself the time-wasting chore of vw 
entering up and paying in all these cheques as and. 
when you receive them. More and more major under- 
takings (and companies of all sizes) are discovering 
that Credit Transfers save time, trouble and money. 
They could do the same for you. 
Here is how the service works I 
FOR YOU FOR YOUR CUSTOMER | 
You send with every invoice (either attached or as a if he has a bank account, he completes al? 
separate form) a Credit Transfer slip naming the bank and Credit Transfer slips he has received, lists 
branch at which you keep your account — and including on them and sends them to his bank with a single 
the back, if you wish, details to identify your customer's cheque for the total amount involved. If he has 
account. Payment is made through any branch of any of the no bank account, he follows a similar procedure, 
banks named below instead of direct to you. The credit is ^ using cash instead of a cheque and employing 
transferred to your bank from which you will receive at regular any branch of the banks named, as may be 
intervals details of all payments made. convenient. 
Thus, by using the Credit Transfer service, you are freed from the trouble of handling a flow of 
incoming cheques and you achieve worthwhile economies into the bargain. Equally, your 
customers gain appreciable benefits in time and convenience. Credit:Transfers help everyone. 
Ask 
CREDIT TRANSFER 
your bank ne aie [90-00-00 
about E cu Faux l ANY BANK LTD 
Francs AMY STREET 
CR EDIT ANYTOWN \ 


THE TRANSFERS [] £z | ^ 
ELEVEN CLEARING BANKS 


BARCLAYS BANK - COUTTS & CO + DISTRICT BANK - GLYN MILLS & CO: LLOYDS BANK * MARTINS BANK - MIDLAND 
BANK - NATIONAL BANK: NATIONAL PROVINCIAL BANK - WESTMINSTER BANK - WILLIAMS DEACON'S BANK. 


- 
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Auditors’ Reports 


Sir,- Your comments (‘Finance and Commerce" 
November 16th issue) on the auditors' report to the 
shareholders of Carreras Ltd and the reprint of that 
report are most interesting. The brevity and clarity 
of the report are highly commendable and could well 
be followed as an example by other auditors. Can any 
reader suggest a shorter version than the following 
(bracketed items for consolidated accounts): 
‘The balance sheet above is in agreement with the 


' books. We obtained the information and explana- . 


tions that we required (from your company and the 
group). Our opinion is that the books have been 
properly kept and that this balance sheet (and the 


t 
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group consolidated accounts) complies (comply) 

with the. Companies Act, 1948, and gives (give) a 

true and fair view of the state of affairs of your 

company (and the group).’ 

Incidentally, the expression ‘and proper returns 
have been received from branches not visited by us’, 
in the Carreras example, seems to me to be an 
unnecessary requirement and one more suitably met 
by qualification if the returns from the branches were 
not satisfactory — say, ‘returns have not been received 
properly etc.'. 

Yours faithfully, 
i | B. R. MAUGHFLING, F.c.4. 
Ross-on-Wye. 


. ` Productivity - The Next Five Years 


National Productivity Year Conference at Eastbourne 


To mark the close of National Productivity Year, 
a conference on ‘Productivity — the next five years’, 
was held at Eastbourne on Tuesday, Wednesday and 
Thursday of this week by the British Productivity 
Council. Lord Netherthorpe, Chairman of the Coun- 
cil, presided. 

Mr Edward Heath, Secretary of State for Industry, 
Trade and Regional Development and President of 
the Board of Trade, opened the conference, and Sir 
Robert Shone, director-general of the National 
Economic Development Council, also spoke at the 
opening session. | 

- Section meetings on the following subjects were 
held on Wednesday and Thursday: research and 
development, production, marketing, education and 
training, and retail distribution, and some of the 
papers which were presented are summarized below. 


EDUCATION AND TRAINING 


The four papers in this section were given by Mr R. A. 
Banks, I.C.I. Ltd, chairman of the Industrial Training 
Council, Mr F. C. Hayes, head of education and train- 


ing section, Council of Ironfoundry Associations, Mr. 


N. Sanderson, member of Institute of Industrial 
Supervisors Council, and Mr John Marsh, director, 
. British Institute of Management. 

Under the title: ‘Education and training for opera- 
tives, craftsmen and office and distributive workers', 
Mr Banks summarized the report of tbe Industrial 
'Training Council, of which he is chairman. 

'The report pointed out that the absorption of young 
people into employment was one thing but the provi- 
sion of systematic training for them in that employment 
was another. Improvement could be achieved only if 
employers' organizations and trade unions gave a more 
positive lead on training. Such a lead would include 
the assessment of training needs; the analysis of jobs 
and occupations in terms of the skills and knowledge 
required as a basis for training; the planning of system- 
atic training and retraining schemes for diflerent 


grades, including recruitment and selection, and the 
establishment of training standards and syllabuses. 

Two-thirds of male workers in industry were in 
occupations regarded traditionally as 'semi-skilled' or 
*unskilled' and this proportion was unlikely to change. 
The total number of men employed in traditional 
craft operations, for which apprenticeship was needed, 
might well fall off. The Council reached the firm con- 
clusion that systématic training was essential for all 
boys entering industry. The Council was convinced, 
too, that it was part of an employer's responsibility to 
provide systematic training for girls to enable them to 
be trained quickly and efficiently. 

Dealing with ‘Education and training for technicians’ 
Mr Hayes stated that the technician was identified less 
easily than the craftsman or technologist. None the less, 
many firms recognized that technicians combined 
practical skill with technical knowledge, and special 
selection and training schemes had to be evolved to 
provide the growing numbers required, particularly in 
technically advanced industries. 

Mr Sanderson, in a paper on ‘Education and training 
for supervisors’ prepared by the Institute of Industrial 
Supervisors, said that supervisory training in Britain 
presented a picture of ambiguity, overlap, deficiency 
and confusion. Training programmes were based often 
on generalized opinions, vulnerable to fashion changes 
and undertaken to cover inadequacies in other areas. 

Five interests needed to be reconciled: those of 
management (complete control of the business), the 
State (an adequate supply of competent and mobile 
supervision), the individual supervisor (further pro- 
motion), organized supervision {improving job status, 


- pay and security) and the operative (fair treatment from 


his immediate boss). 

. Speaking of ‘Education and training for manage- 
ment’ Mr Marsh considered that the industrial de- 
velopments of the next ten years would probably bring 
an inter-disciplinary approach to managerial techniques. 
Progress towards automation would continue and the 
tendency for firms to grow in size would increase. The 
challenging environment in which business would be 
carried on would bring a greater need for analytical 
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and mathematical techniques. Gradually, universities 
were beginning to take an interest and it was probable 
that in the next few years the National Economic 
Development Council recommendation for the estab- 
lishment. of a business school affiliated to a university 
would take effect. 


PRODUCTION 


In this section papers were given by Mr Lawrence W. 
Robson, F.C.A., F.C.W.A., Mr W. H. Mayall, Council of 
Industrial Design, Major-General B. G. Ralfs, R.M., 
vice-chairman, National Council for Quality and 
Reliability, Mr C. T. Gould, Albert E. Reed & Co Ltd, 
and Mr G. F. Smith, general secretary, Amalgamated 
Society of Woodworkers. 

In his paper: 'Capital investment in relation to 
increased productivity, Mr Robson analysed the 
reasons behind the considerable capital formation which 
had taken place in Western European countries and 
the United States in the first half of the tweritieth 
-century. 

Throughout the nineteenth century, economic 
development at home and overseas was almost entirely 
the prerogative of private enterprise. Now there was a 
partnership between Government and industry in 
almost every aspect of financial, commercial and 
industrial activity. 

It had been gradually recognized that higher stan- 
dards of industrial efficiency and productivity must be 
supported by educational facilities adequate to produce 
the trained manpower necessary. In an ever more 
scientific world, Britain's opportunities for improving 
her share of world markets would depend on the 
adequacy of her educational system, perhaps more 
than any other single factor. He examined statistically 
the present scale of national capital investment and the 
manner in which it was financed from savings by 
Government, industrial groups and companies and 


private individuals, and referred to the N.E.D.C.. 


conclusions as to the increased rate of capital invest- 
ment necessary to support a growth rate in the economy 
of 4 per cent per annum. National planning must be 
improved to procure the most efficient use of the 
nation's manpower and capital resources. 

Mr Robson dealt with the national and international 
economic influences affecting capital growth, and then 
discussed the responsibilities and problems confronting 
managements concerned with the administration of 
the particular part of the nation's resources entrusted 
to them. He drew attention to the importance of 
individual companies, or groups of companies, utilizing 
the best-known techniques of financial control, in- 
cluding methods of presenting forward budgets of 
income and of capital expenditure in the light of 
historical experience and anticipated trading prospects 
for the.industry concerned. It was not generally 
recognized that a decline in a company's order position 
of 15 per cent could, because of the rigidity of fixed 


operating costs, result in a 50 per cent reduction in its ` 


capacity to earn profits with consequent reductions in 
the nation's revenues from direct and indirect taxation. 

Dealing with ‘Design’, Mr Mayall said that 
national productivity depended ultimately on the 
quality of the product and the quality-of products 
depended on design. It decided the extent to which the 
product met market needs and also the way in which 
the product was made. Improved marketing techniques 
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could not be effective without a marketable product; 
improved production techniques could not show 
advantage unless the product was designed to use them. 
Design played a decisive role in productivity in the 
manufacturing industry. , ee 


Quality and Reliability 


Major-General B. G. Ralfs pointed out that Britain's 

competitors were keenly aware of the importance of. 
‘quality and reliability’ to their export trade. In Japan; 

where the quality of Japanese export goods was con- 

trolled by Government legislation, the emphasis 

throughout industry was. on exports and Japan 

appreciated that quality and price were the weapons 

with which to win world markets. In the United States 

public interest in space probes had awakened a national ` 
interest in reliability and over the past three years there ` 
had been such a dramatic change that American 

business general management now recognized that 
total quality control was one of the major managerial 
and technological needs of our time. 

In Britain, quality and reliability sections recently 
set up by Lacal Productivity Associations were showing 
immediate results. Trade associations could make an 
important contribution to reliability by establishing 
agreed standards of quality. The cost of detecting and 
replacing defectives, even at no charge, plus the delay 
and loss of morale resulting from such defects, had 
driven some main contractors in the United States and 
the United Kingdom to impose vendor rating certi- 
ficates on their suppliers. There were many such 
schemes, all directed at ensuring that incoming materials 
and components were not.a source of inefficiency in 
production. 

Mr Gould spoke of the potential of operational aids 
to productivity such as work study, organization and 
methods, operational research, cybernetics, and market 
research. Their widespread application could bring: 
sweeping changes, and those who had applied these . 
sciences were used to a 40 per cent increase in produc- 
tivity. 


Industrial Relations 


A paper on ‘Industrial relations’ given by Mr G. F. 
Smith, was prepared by the T.U.C. and British 
Employers’ Confederation in co-operation with the 
British Institute of Management, the Institutes of 
Industrial Supervisors and Works Managers and the 
Industrial Welfare Society. It dealt with the factors 
which influenced co-operation between different 
people and different groups of people, and attempted 
to set out some of the major problems that have 
arisen, and might arise, because of technological 
change. | 

The concern of trade unions and other industrial . 
organizations at the persistence of high unemployment 
in certain areas placed a strain on their support for 
productivity ventures. Relationships between em- 
ployers and trade unions were fundamentally better ' 


. than at any time. Different interests continued but, in ~ 


general, arguments in industrial negotiations no longer 
dealt in terms of subsistence levels but in the way in 
which the benefits of industrial efficiency and progress 
should be applied. 

The main role of N.E.D.C. was to provide the blue- 
print for industrial expansion and to set out the con- 
ditions for the translation of its proposals into fact. In 
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this process there had been a continuous reconciliation 
of various interests. The method by which the Council 
had achieved a considerable measure of success could 
be studied with advantage by everybody engaged in 
` industrial relations. 


MARKETING 

There were six papers in this section dealing with 
marketing research, product policy, sales promotion, 
gearing sales and production, logistics of distribution 
and the function of top management in formulating 
and directing market policy. 

The paper on marketing research was presented by 
Mr D. Lowe Watson, Director of Research and 
Marketing, S. H. Benson Ltd, and chairman of The 
Market Research Society; it was prepared by a steering 
committee of which Mr Lowe Watson was chairman. 
Errors in assessing demand frequently stemmed from 
inadequate or inaccurate information or from a lack of 
skill in the use of available information; many could be 
obviated by the intelligent use of marketing research. 
Though expenditure on marketing research had in- 
creased greatly in recent years the effort was still very 
small in relation to the size of the domestic market; 
in export marketing research it was clear that, with a 
few notable exceptions, the use of thorough and sys- 
tematic marketing research was woefully inadequate. 
New techniques of analysis and prediction made it 
possible to study and present the likely result of a series 
of hypotheses so as to indicate optimum conditions and 
probable decisions which would produce them. For 
a whole series of hypothetical commercial policies it 
could project the results of decisions in terms of output 
and price. l 
l Product Policy 


Mr F. Esmond Pearce, director, Marketing and 
Sales Management, Personnel Administration Ltd, on 
‘Product policy’, stressed the vital importance of a 
"sound product policy and of paying adequate attention 
to product planning and development. In planning the 
product range, the first step must be to examine the 
range and variety of the requirements of the various 
home and overseas markets and then to consider the 
profitability of catering for extreme variations required 
: by minorities. Based on this, the objective should be to 
plan a range of products with the greatest possible 
degree of standardization and variety reduction in 
materials and components. 

Mr P. H. Fleck, marketing director, C. Shippam 
Ltd, presented a paper on 'Gearing sales and pro- 
motion' in which the Institute of Marketing and Sales 
Management co-operated. He pointed out that the 
successful gearing of sales and production was a major 
responsibility of general management and a yardstick 
of its efficiency. 

Lack-of co-operation between sales and production 
resulted in broken delivery promises, loss of sales to 

; competitors, imbalance between stocks of finished goods 
~and components, and the uneconomic use of capital. 
| There were also intangible results such as loss of 
confidence between departments. Stages in the develop- 
ment of a domestic appliance illustrated that until the 
development group could present a completely inte- 
grated proposal, management could not decide whether 
to release the product for tooling and manufacture. 
‘There were nine stages of development: general investi- 
gation and analysis, detailed project study, specification 
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preparation and cost forecast, feasibility assessment, 
appearance fnodel, working model, cost assessment, 
departmental draft planning and management decision. 
These stages applied also to the engineering industry 
as a whole. 

With consumer goods the position was somewhat 
different, since the industry was based on extremely 
rapid turnover and frequency of purchase of low unit 
price products and a low rate of capital investment per 
unit produced. The product must be available continu- 
ously at the point of purchase — usually the sale was lost 
if it was not in stock — and to achieve this the produc- 
tion organization must understand marketing require- 
ments sufficiently far in advance to plan the most 
economical flow. The paper examined in detail the 
subject of sales forecasting, the accuracy of which 
depended upon the ability of the men who did it rather 
than the methods used. It was not a job for juniors. 

Mr R. Craig Wood, lately managing director AEI- 
Hotpoint Ltd, in his paper, prepared on behalf of the 
Institute of Directors, stated that the function of top 
management in formulating and directing marketing 
policy would depend on the nature of the business, the 
objective, the environment and the scale of operations. 
The first step for top management in the pursuit of a 
share of the consumer goods market was to create a 
consumer-orientated organization. : 


RESEARCH AND DEVELOPMENT 


The work of the National Research Development 
Corporation was described in a paper by the Secretary 
of the Corporation: It was concerned with all types of 
inventions except those originating in Government 
departments which related to defence, atomic energy 
and gas turbines. Otherwise, two-thirds of the Cor- 
poration’s portfolio of inventions were derived from 
Government ‘sources including the Medical Research 
Council and Agricultural Research Council, and most 
of the remaining third is derived from the universities. 

The Corporation’s effort was directed to securing 
the use by industry of the inventions in its portfolio, 
the price to the user normally being a royalty on his 
sales or some form of levy. The Corporation had, 
however, to take account of the public interest and the 
commercial objective, ie. recovery of the expenditure 
together with profits. 

Mr Patrick Rivett, of Messrs Arthur Andersen & 
Co, and President of the Operational Research 
Society, dealing with ‘Operational research ~ the 
next five years’, pointed out that operational research 
had been moving away from restriction to production 
type problems — for instance, maintenance, marketing, 
selling, completion of construction projects, etc. In 
this area, mathematical and computerized processes of 
critical path scheduling with the specialized fields of 
PERT and RAMPS had yielded large pay-offs. He 
saw two general lines of future advance. 'T'he first was 
the development of valid measures in fields which had 
not yet been subject to measurement. Àn important 
development was the derivation by operational research 
workers of mathematical models of industrial situations 
from which it was possible to deduce the appropriate 
measure of performance which should be applied in 
judging the performance of management and the 
attractiveness (or productivity) of alternative policies. 
The other was that in which complex operations were 
linked together. 
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Marketing and the Accountant 


London and District Society’s Management Conference 


A three-day residential conference on the theme "The 
accountant's concern with marketing! was held at 
Eastbourne by the London and District Society of 
Chartered Accountants from November 21st to 23rd. 

The conference, which was attended by over one 
hundred and twenty members, was opened by the 
Vice-President of the Institute, Mr W. G. Densem, 
F.C.A. Two papers were presented, which are summar- 
ized below, and group discussions on these papers were 
an important part of the programme. In addition, 
members took part in an interesting Remington Rand 
Market Simulation Game, involving the use of a 
Univac computer. 


MARKETING APPRAISAL 


The first paper, entitled ‘Marketing appraisal’, by Mr 
Raymond Tarrant, B.COM., F.INST.M.S.M., marketing 
director of McDougalls Ltd, was presented, in the 
absence, through illness, of the author, by Mr F. G. 
Tapling, sales manager of McDougalls. The paper 
referred to the many and varied ways of developing a 
business. The ‘rule-of-thumb’ method and ‘following 
one’s nose’, so to speak, were successful in many cases 
but it was becoming evident that large businesses, 
particularly in the consumer goods field, were being 
developed by following what could be described as 
marketing techniques; and as competition grew and 
large-scale production developed,.this method became 
more and more necessary and accepted. 


Product Development 


Consistent business growth, stated the author, 
depended on product development either by improving 
existing products or discovering new products. In the 
grocery trade 40 per cent of current turnover was 
accounted for by products that were not in existence 
ten years ago. Many of these were in replacement of 
existing products, either in part or in whole, illustrating 
the fundamental importance of keeping existing 
products right up to date otherwise the rising tide 
of new product development would sweep them aside. 

Some Americán companies, he added, accepted as a 
maxim that it was important for management to try 
to make a product obsolete, whether it had just been 
developed or not, on the assumption that if they did 
not do it a competitor would attempt it and might even 
succeed. This was a most positive approach to product 
development and improvement. 

Products and markets must receive the constant 
attention of marketing men. Strength, potential and 
characteristics of the market, changes in consumer 
pattern and attitudes of consumers to products must 
all be examined constantly to see if any change was 
discernible. 

When a programme of new product development 
has been decided on, it should follow a set routine. 
No matter where the idea emanated — and it could 
come from a variety of sources — the marketing team, 
research work or some chance remark over the break- 
fast table — it was the responsibility of the chief 


marketing executive to sanction the development and 
to arrange for a member of the marketing team to act 
es a progress chaser or co-ordinator of subsequent 
development. It happened only too often that ideas 
of no ultimate commercial value were taken to a late 
stage of development at high cost, only to be discarded 
at the point of marketing. For this very reason the 
responsibility for the new product development 
programme must stem from the head of the marketing 
department. lle, best of all, can appreciate the 
commercial value of any product, and he alone should 
bear the responsibility for initiating development. 
From his knowledge and experience he can indicate the 
range of prices and the degree of quality which he 
thinks should be borne in mind, and the research and 
development can then proceed within this broad 
framework. 

Once a project has been argeed upon, said the 
author, it was prudent to get the’ technical and 
scientific problems to a high stage of development 
before involving any other section of the business. 
There was little point in spending time on other 
facets until it was reasonably certain that the technical 
problems would be .resolved. Technical progress 
should therefore be reported on at agreed intervals, and 
as Soon as the project looked like getting within strik- 
ing distance of becoming a commercial possibility, a 


'general discussion of all interested parties in the 


business should be held — research, sales, advertising, 
packaging, production, transport and finance. The 
last was the most important, for the project was being 
developed with a profit motive in mind and financial 


considerations, long-term, must carry decisive weight. ..., 


The object of a meeting at this stage, he said, was 
to enable subsequent development to proceed over the 
whole business front rather than on the narrow front 
of the new product alone, so that when the develop- 
ment of the product itself was complete there would 
be no hold-up waiting for other sections of the business 
tc finalize their part. From this stage on, all problems — 
product, packaging, production, transport, etc. -would 
be solved conjointly. 

Having decided that the product was suitable for 
marketing, final decisions had to be made on packag- 
ing, trade terms and price, and this called for close co- 
ordination of the departments concerned. A master 
sales plan had then to be drawn up and the whole project 
finally costed. If it was still a commercial proposition, 
then one more test was required before implement- 
ing the full-scale marketing plan — test marketing, with 
its threefold objective of (1) assessing the validity of 
the consumer product tests under market conditions; 
(2) measuring the strength of competitive brands; and , 
(3) testing the marketing plan on a small scale. 


Budgetary Control 
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The annual analysis of accounts in respect of the com- | 


pany's financial year was no longer regarded as adequate 
for the needs of modern management in exercising 
efficient direction of the company's affairs, said Mr 
Tarrant, and it was therefore important that there 
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Hire-purchase Reform 


OTH main political parties have promised reforms of hire- 
Bos law. Lord DERWENT, Minister of State at the 

Board of Trade, stated earlier this year that the Government 
intends to introduce comprehensive legislation dealing with hire- 
purchase following the report of the Committee on Consumer 
Protection (the *Molony Committee’) (Cmnd 1781). This com- 
mittee made three broad nee which may be summarized as 
follows: | 


(i) the policy of restricting protective EUM by reference to 
financial limits (an allusion to the Hire-purchase Act, 1938) is 
unsound: the true criterion is the nature of the transaction; 


(ii) the statutory conditions and warranties applicable to sale and 
hire-purchase (a reference to both the Act of 1938 and the Sale 
of Goods Act, 1893) should be assimilated ; and 


(iii) the protection against contracting out in consumer hire-purchase. 


(Act of 1938) should be extended to consumer sales. 


The Board of Trade has invited comments on the Molony 
proposals and also independent recommendations from pro- 
fessional bodies and others. The Law Society issued its memo- 
randum on the subject in the middle of last week. It makes 
interesting reading. x 

One of the difficulties surrounding hire-purchase is the fictional 
nature of the transaction, which is one of bailment with an option 


to purchase the goods at the expiration of the term. This gives the _ 


finance company security for its money by preventing the hirer 
from passing a good title to the goods to a third party until he has 
paid all instalments and has exercised the option to purchase. 
Usually there are two contracts: a contract of sale between dealer 
and finance company and a contract of hire between finance 
company and hirer: There is thus no privity of contract between 
dealer and hirer. This is the source of much difficulty and hard- 
ship since, unless the dealer is the finance company's agent, the 
hirer will generally have no remedy against either for the dealer's 
innocent misrepresentation. 

At present, if the hire-purchase agreement is outside the Hire- 
purchase Acts, 1938-1954 (which apply where the price does not 
exceed {1,000 in the case of livestock or £300 in any other case), 
the position of owner and hirer ¿nter se is governed by the common 


1 


law rules relating to bailment, subject to the express terms of the ~ 


agreement. If the Acts apply, the position is basically the same 
except that section 8 of the 1938 Act superimposes conditions and 
warranties which deal with the:title to and condition of the goods 
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and prevent T out of the statutory terms 
SS in certain cases. 


"The Law Society recommends that the dealer ` 


should be made a party to the hire-purchase 
contract between owner and hirer (a major change) 
and that the provisions of section 8 (subject to 
modification) should apply to all hire-purchase 
agreements without financial limit. The modifica- 
tion deletes the exception of second-hand goods 
from the implied condition of merchantable 


quality in section 8 (1) (d) and introduces sections 
- I3 and.15 of the Sale of Goods Act, 1893 (which 


imply certain conditions where the contract is by 
description or sample), into-hire-purchase law. 


It was pointed out by a contributor in The 


Accountant of April 27th last, that if a hirer ` 
repudiates the agreement, he may become liable. 


for the balance of the hire-purchase- price, less 


the value of the goods recovered, the option 
money and a discount for accelerated payment; 
but that if he commits a breach of the agreement. 


which does not amount to a repudiation of it, 
such as failüre to pay one or two instalments, the 


only damages the owner can recover are the. 


amount of the instalments in arrear plus interest. 
The difficulty in this connéction is the narrow- 
ness and uncertainty of the distinction between a 
breach which repudiates and one which does not: 
In terms of money the difference can be as great 
as 10:1, as pointed out by Lord Dennine, M.R., 
- in Financings Lid o. Baldock ([1963] 1 All E.R. 
443). 

The Society rightly perunt this situation as 
highly unsatisfactory. It recommends that the 
owner should not be permitted to determine the 
agreement for the hirer's breach without giving 


the hirer an opportunity of making good his 


default; and that where the owner seeks damages 
against the hirer after the agreement has been 
terminated, the damages should not be governed 
by a ‘minimum payments’ clause, but. should be 


confined to the true loss, to be calculated in either . 


of two ways at the option. of the owner. If the 
security is abandoned, the damages will be the 
| unpaid balance of the hire-purchase price, less 
| option money and discount; or, if possession of 
the goods is retaken, the balance of Oe hire- 
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MR price, less d value of the Sead option 
money and discount. Consequently, if the hirer 


fails to remedy his. breach: after formal notice, 


repudiation becomes automatic and the hirer 
cannot get away by paying the overdue instal- 
ments and interest. This has the twin merits of 
simplicity and certainty, but a negligent or 
impecunious hirer may well do better under the 
existing law. - 

As the law stands, the hirer may assign his 
rights under the agreement unless this is pro- 
hibited by the agreement itself, which it usually 
is. The Society does not agree with the Molony 


: Committee's views that the hirer's right should 


depend upon existing commercial practice. It 
recommends that the hirer should have a statu- 


-tory right to assign the agreement, subject only 
‘to the owner and dealer consenting to the pro- 


posed assignee, such consent not to be unreason- 
ably withheld. This will entail a check-up on the 
proposed assignee's credit-worthiness, but it may 
well be the solution to many a hirer's difficulties. 


The Law Society’s memorandum contains 
further recommendations in the case of a ‘con-. 
sumer hire-purchase agreement’ which it defines 
as a hire-purchase agreement relating to goods 


. hired (a) exclusively for private use or consump- 


tion, irrespective of value; or (b) for use or con- 
sumption (excluding resale) in any trade, business 
or profession where the hire-purchase price does 
not exceed {1,000. Such an agreement should 
contain the words 'these terms include powers 
for the owner to take back the goods in the circum- 
stances set out herein’ and contracting out should 
be prohibited, save in the two cases recognized 
by section 8 of the 1938 Act. 

'The Molony Report contains a novel proposal 
thet a hirer should be entitled to cancel his agree- 
ment within seventy-two hours of receiving a 
copy of it, as required by section 2 (2) (d) of the 
1938 Act, without incurring any liability whether 
or not the goods have been delivered. The 
Society endorses this ‘cooling off period’ where the 
agreement has been signed by the hirer at any 
place other than a retail establishment. All the 
main points are covered by the memorandum 
and the recommendations seem eminently sound. 
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should be properly implemented budgetary control 
systems. i 

There were, of course, mahy kinds of budgets, but 
most companies would be concerned with the following 


| four: (1) the capital budget (including assets); (2) the 


profit budget; (3) the sales budget (volume, revenue and 
cost); and (4) the production budget (volume and cost). 

These, he said, would all be written into the market- 
ing plan and the hinge upon which the whole operation 


would be hung was the sales budget covering sales 


volume and income forecast, and selling, distribution 
and administration cost forecasts. 

‘The price at which a new product may be offered to 
the consumer will be primarily decided by the manu- 
facturing cost, Mr Tarrant continued, but an assess- 
ment must be made of the price the market will bear. 
‘There was usually a guide to this in the price of existing 
competitive or comparable products but if the product 
was completely new, market research would be needed 
to determine the probability of demand within a range 
of prices. 'I'he use of market research in preparing the 
sales budget for new products would be extensive, both 
as to volume and revenue. 

It had to be stressed that the essence of budgetary 
control was, in fact, control. The reporting period on a 
twelve-month budget might be quarterly, monthly or 
even weekly, but it was essential that reports should be 
fast and accurate. 


INSTRUMENTS OF MARKETING 


The second paper was presented by Mr F. C. Roberts, 
F.INST.M.S,M., marketing director of Beecham Foods 
Ltd, on the subject ‘The instruments of marketing’. 


GE n EA y pos ` ‘ ee LU Cee re D 


Some conference personalities. Front row (left to right): Messrs E. P. J. Lunch, F.c.a., D. MacPhail, Speaker; F. C. Roberts, 
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Mr Roberts stated that in a competitive economy, 
success — perhaps even survival ~ depended on com- 
petitive marketing and this in turn demanded a full 
understanding of the concepts of marketing and of the 
impact.of marketing decisions on the total business. 
The marketing man was vitally concerned with the 
integration and co-ordination of all those activities 
carried on within the organization or connected with 
development and growth of the product from the stage 
of conception to final usage and he endeavoured to 
gear the efforts of all departments within the organiza- 
tion to ensure full utilization of total resources so that 
in so doing, productivity and profits were maximized. 


The Accountant’s Role 


Among the instruments of marketing reviewed by 
Mr Roberts were: assessment of demand, fact finding 
and market research, communication between the 
company and consumers, sales forecasting, distribution 
of goods, and the sales force. He then went on to 
discuss the accountant’s role and his involvernent with 
the marketing function, referring specifically to the 
accountant employed in commerce. 

The chief accountant of a company, said Mr Roberts, 
had two roles to play. First, responsibility for the 
company’s book-keeping and for the preparation of 
periodic accounts and ‘working tools’ such as reports 
on costs, overhead expenditure and sales. Secondly, as 
a technical expert and a member of the management 
team. In this relationship the accountant had a real 
part to play in modern marketing, for with his knowledge 
of modern administrative techniaues he could make a 
significant contribution to company marketing policy. 
However, he must first be knowledgeable of the purpose 
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and methods of the various departments of marketing. 
He will understand that marketing is not a mystique — 
maybe its theories were not so well substantiated as 
those in other branches of the organization, but the 
body of knowledge and experience grew daily. By 
understanding these methods the accountant could do 
much to lower the barriers which all too frequently 
exist within companies. 

Many marketing decisions, Mr Roberts observed, 
were made in the light of information that had its 
origin in the accounts department. Such decisions were 
obviously only as good as the information on which 
they had been made. Recte numerare was not the only 
consideration; it was not enough to produce figures that 
showed sales up 100 per cent on the previous week 
without saying also that those sales included a large 
bulk order from one customer. Perhaps the paramount 
requirement, however, was speed. Prompt production 
of facts and figures that revealed an exploitable situa- 
tion could often be vital to taking full advantage of a 
tactical opportunity, or taking corrective action if 
necessary. 
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Quite apart from the pure accounting aspect there 


were areas in which the accountant’s specialized train- 


ing in a stacistical approach to a problem could be 
utilized to assist the marketing executive in assessing 
the facts and arriving at more fight decisions thar 
wrong ones. Very often this statistical information was 

produced as a by-product of a routine accounting func- 
tion. 

In a world of easy communication and transport. 
competition was ever increasing. To stay at the top e 
business must be flexible with its pricing policies anc 
always ready to use financial advantages when these 
occurred. It was with problems such as this that the 
accountant as one of the management team could be 
most valuable, said Mr Roberts. Finally, the accountant 
could often act as a catalyst in negotiations between the 
marketing executive and his collegaues in other branches 
of the business. Money was a common language under- 
standable to most people and the presentation of a 
policy or a problem in the form of figures which were 
unambiguous and had a reputation for accuracy could ` 
ozten do much to reduce misunderstanding. 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS OF SCOTLAND 
SPECIAL GENERAL MEETING 


A special general meeting of members of The Institute 
of Chartered Accountants of Scotland was held at 
Chartered Accountants’ Hall, 218 St Vincent Street, 
Glasgow, last Monday, with Mr W. L. Milligan, 
J-P., B.A., C.A., President of the Institute, in the chair. 

Two hundred and thirty-two applicants were 
admitted to membership of the Institute, and examina- 
tion awards and prizes were presented. 


PRESIDENT’S ADDRESS 
In the course of his address, the President said: 


At this meeting it is useful for the President to’ 


take the opportunity of saying something about the 
progress of the Institute’s affairs since the annual gen- 
eral meeting in March. 
So far as concerns 
what I may call our 
‘external affairs’, ‘there 
are two major develop- 
ments to which I would 
refer. l 
The 
1s our admission to 
membership of U.E.C. 
(Union Européenne des 


Economiques et Finan- 
ciers) which took place 
in Paris on April 23rd 
last. In U.E.C. England 
and Wales are now rep- 
resented by The Institute 
of Chartered Account- 
ants in England and Wales and The Association 
of Certified and Corporate .Accountants; Ireland is 





first of iiae 


Experts Comptables | 


; represented by The Institute of Chartered Accountants 


in Ireland; the Netherlands and Scandinavia by the 
leading professional accountancy bodies in these 
countries; and Scotland by our own Institute. U.E.C. 
is thus one of the few international organizations 
where Scotland is recognized as a distinct country. 

It remains to be seen what procedural arrangements 
will be worked out to enable U.E.C. to operate most ` 
effectively with its enlarged membership. I am, 
however, confident that all the new members of 
U.E.C. will do their best in association with the 
older members to carry forward the process of 
exchanging information and ideas with a view to 
helping accountants in the different countries to keep 
abreast of changes in conditions affecting business 
life and to continue to give the best possible service 
to their clients. : E 


D 
Fa oT 
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Success of European Congress 


The other major development as regards 'external 
affairs’ was the holding in Edinburgh from September 
1cth to 13th, last, of the European Congress, of 
Accountants. 

‘There is no doubt at all that the Congress succeeded 
in attaining its immediate aims of promoting closer 
contacts amongst members of the accountancy . 
profession in Europe and disseminating more widely 
among them information about the accountancy scene 
in the various European countries. The longer range 
objectives .will be attained only if collaboration 
through U.E.C. channels is maintained in the future 
and I trust that as a step towards this there will be 
a strong representation from our Institute at the 


a 


Fifth U.E.C. Congress which is to be held in Vienna 


next year from Augut 31st to September 3rd. 
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I would not wish to pass from these two topics without 
paying tribute to the work of Mr Alexander McKellar 
who is not only one of our delegates to the Assemblée 
des Délégués of U.E.C. (along with Mr James C. 
. Stewart) but, as you know, discharged with great 
distinction the responsible duties of President of the 
European Congress of Accountants. Not for the first 
time we are much indebted to him for his valuable 
service to our Institute. 

I should also like to take this opportunity of 
expressing our thanks to Mr McDougall and Mrs 
Hall, the Secretary and Assistant Secretary of the 
Congress, for the manner in which they tackled their 
innumerable duties — they and their staffs worked 
long hours and spared no effort to ensure that in so 
far as was humanly possible the Congress would 
run smoothly. They were indeed successful in this. 

Institute Activities 

Our eleventh summer school was held at St 
Andrews from June 14th to 18th, and our Fifth 
Introductory Electronic Data Processing Course was 
held in Dunblane from October 28th to November 1st. 
Both of these courses were extremely interesting and 
successful and I would stress to members who have 
not so far been able to attend a summer school or an 
E.D.P. course that until they come they can have no 
real idea of what they are missing. 

I would refer to the valuable work of our local com- 
mittees and to the need to ensure that they are as fully 
representative as possible of the area membership of 
all ages and both practising and other members. I 
would stress that it is open to any member of the 
Institute to suggest the names of members who might 
be considered for appointment to serve on local 
committees. Such suggestions will be welcome by local 
secretaries and I would invite members seriously to 
consider submitting names to them towards the end of 
,.eaeh. year. 

Another committee to which I would refer is the 
"Research and Publications Committee. We have now 
appointed to the Institute's staff an Assistant Secretary 
(Research) in the person of Mr P. N. McMonnies, C.A., 
and I am happy to tell you that certain research projects, 
to the designing of which the Committee has been 
devoting much thought, are being set in motion. 

Routine services to members have naturally been 
continued. Among these I would refer only to the 
Institute's Group with the Scottish Nuffield Provident 
Society, the Scottish Branch of the British United 
Provident Association. Our Institute's Nuffield Group 
has been in operation since October 1953 and is, I 
believe, by far the largest group in Scotland. Some 

1,817 members of our Institute belong to the Group. 
The terms which our members enjoy as regards 
subscriptions and benefits are very advantageous and 
I have no hesitation in commending the group to 
those members of our Institute who have not yet 
joined it. 
~ Bequest 
To turn to another subject altogether we have 
in recent mọnths received through the generosity of 
the late Mr William Jenkins Gibson, one of our 
members from Sheffield, the bequest of a share in his 
residuary estate. T'his share, the value of which is of 
the order of £1,000, will be used by the Institute for 


purposes similar to those of the’ Charles Peter . 
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Carruthers Fund, i.e. for the encouragement of young 


members and apprentices. Applications for grants 


from the Carruthers Fund or the Gibson Bequest 
should be addressed to the Secretary of the Institute 
and will then be brought before our appropriate 
committee. 

There has been a Stee in our education arrange- 
ments to which I should refer. 

The prescribed classes held in London were 
discontinued at the end of the 1962-63 session and all 
apprentices required or electing to take the prescribed 
classes on a full-time basis and all graduate apprentices 
required to attend the law class now do so at a Scottish 
University. Graduate apprentices from London required 
to attend one, or electing to attend both, of the 
prescribed classes on accountancy or economics on a 
part-time basis are now permitted to attend at the 
London School of Economics certain courses in these 
subjects which our London local committee has been 
able to arrange. Tutorial classes in law under Institute 
auspices have also been started in London. 

All of you I am sure have realized that the publi- 
cation of the Robbins Report on Higher Education 
and the Government's commitment to implement it 
mean that professional bodies like our own must 
consider the effects on our existing arrangements as 
regards recruitment, preliminary qualification, training 
and examinations. We are, I believe, at the beginning 
of a revolution in higher education and we ourselves 
must devote careful thought to the problems raised so 
as to ensure that in future our Institute can continue 
to recruit young men and women of the type that 
our profession requires. . 


DINNER IN GLASGOW 


A special committee has been set up by the Scottish 
Institute to review recruitment, education, training and 
examination of candidates for membership in the light 
of the Robbins Report on higher education, announced 
the President, Mr W. L. Milligan, B.A., J.P., C.A., at the 
annual dinner of the Institute in Glasgow last Monday. 

Mr Milligan, who was replying to the toast of “The 
Institute of Chartered Accountants of Scotland’, 
proposed by Lord Piercy, C.B.E., said that not the least 
of the problems facing the profession were those 
raised by the Robbins Report. 

‘It points the way to a complete revolution which will 
have wide repercussions on professional bodies, and not 
least on accountancy bodies, in the United Kingdom. 

‘This committee which we have set up will have a long 
and complicated task before it. What we will have to do is 
to cast our minds forward to the future, and what the 
position of the accountants’ profession will be in the year 
2000, 

‘We know full well that not only in our Institute but 
in almost every other field of activity we. in Scotland are 
making great efforts not only to maintain the standards of 
character and skill which have served the United Kingdom 
so well in the past, but also to meet the r new requirements 


of the future.' 


Keeping Abreast of the Times 


It was also their wish and their intention as an 
Institute, he continued, to keep abreast of the times, 
and to do everything ' possible to ensure that their 


700 


members could continue to give the best possible 
service to their clients, their employers and the 
public at large. 

Referring to the European Congress of Accountants 
held earlier this year in Edinburgh, Mr Milligan said 
one of the things it has achieved was a closer personal 
contact between accountants from various countries. 
Such contacts were of ‘great importance’ in encouraging 
exchanges of ideas, he added. 

Lord Piercy, chairman of the Industrial and 
Commercial Finance Corporation Ltd, proposing the 
toast, spoke of the great part accountants could play 
in the Government’s programme for the development 
of central Scotland. 


‘A lot of leadership has to be thrown up in Scottish 
business at all ranges from top to bottom. My message to 
you tonight is that the profession can do much to inspire 
it, to guide it and to make it successful. If it was true that 
the Scottish chartered accountant had a contribution to 
make in our time to the advance of Scotland’s economy, 
the opportunity was presenting itself now. 

“The development programme for central Scotland was 

“really significant”. Viewed as a formulation, it lifted the 
whole strategy of improvement to a new commanding 
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level. Nobody could say that the financial arrangements 
were tremendous; if one thought that progress was to be 


limited by those ‘plans, one might begin to feel a little . 


miserable, but the point must be made that Government 


money is not the only money. If we can put the abc 


sector money alongside the Government expenditure, 
we shall get somewhere’. 


Earlier Lord Piercy outlined the history of - 


accountancy, and some of its more recent developments. 
One of the problems facing the profession today, he 
said, was the application of electronic accounting in 
business, and the necessity for accountants to 
familiarize themselves with those techniques. 


Accountants must get to know the effect of these 
new methods on the conduct and efficiency of business, 


' he said, so that they. could advise effectively on all 


those processes. 


Mr J. W. Dallachy, M.A., C.A., Vice-President of 
The Institute, proposed the toast of "Ihe Guests, 
and Sir Hugh Watson, M.A., LL.B., W.S., Deputy 
Keeper of H.M. Signet, suitably replied. A vote of 
thanks to Mr Milligan was proposed by Mr James C. 
Stewart, C.A., a Past President of the Institute. 


NORTH YORKS AND SOUTH DURHAM 
CHARTERED ACCOUNTANTS' DINNER 


'T he rehabilitation of the north-east coast was a matter 
for organized society as a whole, stated Mr C. U. 
Peat, M.C., M.A., F.C.A., a Past President of The 
Institute of Chartered Accountants in England and 
Wales, at the fourteenth annual dinner of the North 
Yorkshire and South Durham Branch of the Northern 
Society of.Chartered Accountants held at Billingham, 
County Durham, on November 16th. Mr Peat, who 
was responding to the toast of "Ihe Institute of 
Chartered Accountants in England and Wales’, 
referred to the Government White Paper on the 
region, and disclosed that. he was looking into the 
idea that all accountancy bodies should form a 
committee to offer their services and try to solve the 
problem. ‘I believe we have a tremendous lot to offer’, 
he said. 

Earlier, Mr Peat referred to the scheme whereby an 
articled pupil combined specialist degree courses with 
training and suggested this scheme had not been a SE 
great success. 

"We have found it better from the point of view of i 
Institute that a man should get an ordinary arts degree then 
come to us without specialization. We like a man to have a 
broad point of view because we believe that when he has 
matured and specialized in our profession he will be the 
sort of man we are looking for to lead the profession.' 


Proposing the toast, Professor E. Allen, Professor 


of Economics at Durham University, suggested there 
was much common ground on which university 


economists could profit by close discussion with 
members of the accountancy profession. 

University economists, said Professor Allen, might 
seem remote from the heat and the dust and the 
detailed discussions of business affairs. ‘But certainly 
we do not seek to live and do our work in any kind of 
ivory tower. We live on and. by books; you live on 
and by the raw material of the industrial processes 
turned out day by day. 

Professor Allen then referred to co-operation be- 
tween the accountancy profession and universities on 
training schemes, and declared that he was concerned 
by the use to which undergraduates put long vacations. 
Undergraduates, he continued, needed vacation earn- 
ings to make up for the insufficiency of grants during 
their period at the university. There was a greater 
readiness on the part of business to recruit graduates 
from universities. Some graduates thought that when 
they went into industry they should have a specially 
carved-out niche in the hierarchy of the firm and that 
they must be regarded as having ‘arrived’. He added: 
“We have to disabuse them of that idea. Qualification 
is not the end of the matter; it is just the beginning.’ 

The Chairman of the North Yorkshire and South 
Durham branch, Mr C. A. P. Snow, F.c.a., presided. 
The toast of “The Guests’ was proposed by Mr J. H. 
Eltringham, M.B.E., T.D., B.COM., F.C.A., a member of 
the Branch committee, and Mr R. D. "Appleton, the 
Stockton auctioneer and valuer, responded. 
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The Institute—the Public's Watchdog 


RECORDER’S REMARKS AT LIVERPOOL DINNER 


The vital necessity of ensuring that there was no 
lowering of standards of conduct and integrity in the 
professions and the need to aim at a higher intake of 
university graduates into accountancy were points 
made by two of the principal speakers at the annual 
dinner of the Liverpool Society of Chartered 
Accountants last week. 

Judge Stephen Chapman, Recorder of Liverpool, 
who proposed the toast of "I'he Institute of Chartered 
Accountants in England and Wales', said that the role 
of the Institute was that of watchdog for the public. 
It was important to ensure that there should be no 
lowering of the standards which the public was 
entitled to expect from a profession. In this respect, 
the Institute was a profession second to none. 

Responding in the absence, through illness, of the 
Institute President, Mr R. P. Winter, Sir William 
Lawson, C.B.E., B.A., F.C.A., a Past President, declared 
that the profession must aim at a higher intake — at 
present it was only 10 per cent — of university 
graduates. This could be done by paying them a salary 
commensurate with that which they could. expect in 
industry and by providing them with interesting and 
stimulating work. 

Judge Chapman said that in the old days it used to 
be said that there were three real professions — the 
church, the law, and medicine. Today it must 
certainly be said that there was a fourth profession of 
vast importance, namely, finance. 


4 
SÉ E! : 





"Whether one considers it from the point of view of 
banking, public or private investment, company manage- 
ment or the general structure of any industrial enterprise, 
I suppose the basic technique is accountancy’, he said. 

‘It is a different enterprise from the other professions. 
Perhaps it is less entitled to the epithet “learned” in that 
it does not involve a large library to contain the tools of the 
trade. But it is more down-to-earth in the commercial 
sense than almost any of the other older professions. It 
has taken over, to a large extent, the day-to-day management 
of many of our large companies and industries, and, as the 
technical revolution advances, its influence is fated to 
become more and more important. 

‘In this picture, what is the role of the Institute of 
Chartered Accountants? Itis, I would suggest, as a watchdog 
for the public, not merely in relation to private investment 
but also in relation to public administration generally. 

“The only bodies which can inform Ministers and officials 
are the professional associations', went on Judge Chapman. 
“The Institute of Chartered Accountants, the Law Society, 
the Bar Council and others. . . . They can spot the imper- 
fections of legislation or regulations which are being put 
forward and which will escape the eye of any ordinary 
amateur.... 

*Your Institute, has, over the years, achieved a respect 
which has meant that accountancy today is, as far as its 
standards are concerned, a profession second to none. I 
think all members of tlie profession and the whole of the 
general public of the country owe for that an immense 
debt to The Institute of Chartered Accountants in England 
and Wales'. 


In his reply, Sir William Lawson said there was an 


Pictured talking together before the dinner are (left to right): Mr G. M. Thornley, Headmaster of Sedbergh; Judge 


Stephen Chapman, Recorder of Liverpool; Mr J. Howard Bradley, President of the Liverpool Society of Chartered 
Accountants; and Sir William Lawson, Past President of the Institute. 
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immense prospect of future development but the 
professiori was changing and would have to change 
more in order to fulfil the needs of its clients in this 
dynamic age. There were many new subjects in which 
the profession was expected by its clients, quite 
rightly, to be expert — including computers. 

On the question of recruitment, Sir William said: 


"We need more fellows with brains. In these days we 
must aim at a higher intake of graduates from universities. 
We can do that quite easily if we do two things: we have 
to pay them the kind of salary they would expect to get 
from industry and we must provide interesting work 
which stimulates them. . . . Our intake at the moment 
contains only about ro per cent of graduates and we need 
more’. 


Turning to training, he went on: 


‘If we are going to be able to pay more to articled clerks, 
we must use them better and more quickly. We must 
train them better; that ts vital. In addition, we must be 
prepared to let our qualified people go to more courses to 
become better acquainted with modern techniques. . . . In 
the end, we may have smaller but more highly qualified 
staffs... . We have to bear in mind that the profession is 
developing rapidly in many overseas countries and we must 
try and develop friendly relations with our opposite numbers 
in those countries’, 
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The toast of "The City and Trade of Liverpool’, 
was entertainingly proposed by Mr J. Howard Bradley, 
F.C.A., President of the Liverpool Society. Observing ` 
that the main problem in the city was the tunnel, he 
said, ‘I do get very bothered when I read about 

“steering committees" 7. 

"What chaos our traffic would be in if every car 
going through Liverpool had a steering committee. 
What I think we really need is someone to make a 
decision. We should get around to the ideal com- 
mittee — of one’. 

‘We have to consider Liverpool, Birkenhead, 
Wallasey, Bootle and other local authorities in regard 
to a second river crossing. Is it too much to hope that 
one of these days someone may stand here and instead 
of according a toast to the city and trade of Liverpool, 
will propose Greater Merseyside or whatever name 
may be chosen?’ 

The Lord -Mayor, Alderman John McMillan, 
responded. 

The toast to the guests was proposed by Mr 
Clifford Pearson, F.C.A., Vice-President of the Liverpool ' 
Society. The response was made by Mr G. M. C. 
Thornley, Headmaster of Sedbergh. Ee 


Robbins and the Profession 
MANCHESTER CHARTERED ACCOUNTANTS' DINNER 


Over four hundred members and guests attended the 
annual dinner of the Manchester Society of Chartered 
Accountants held at the Midland Hotel, Manchester, 
last week, with Mr J.. V. Eastwood, F.C.A., Président 
of tlie Society, i in the chair. — . 

` Proposing the toast of ‘The Institute of Chartered 
Accountants in England and Wales’, Mr T. A. C. 
Burgess, Vice-Chancellor of the County Palatine of 
Laricaster, said that in trade and commerce a solution 
was sought by consulting Messrs X. and Y., Chartered 
Accountant’ s, and, in some cases, Mr X. himself to 
investigate and advise. Nowadays, he said, an accountant 
was not only a person who added up figures, but a 
person who had to acquire a sixth sense. 

Mr W. L. Barrows, LL.D., J.P., F.C.A., a Past-President 
of the Institute, responding, said that the President, Mr 
R. P. Winter, was unable to attend due to illness, but 
he had notes of the speech the President had intended 
to make: Mr Barrows said the President wished to 
refer to the link of the accountancy profession and the 
universities, Bearing in mind the question of research, 
the President was of the opinion that the profession 
could benefit in years to come from a close relationship 
with the universities. 

National Productivity Year had brought home the 
need to industry and management for increased 
éfficiency. Higher productivity would have to be 
achieved in the riext few years in order to increase 
exports. The President, Mr Barrows said, had em- 
phasized that the accountant must play an important 
part in providing information for management and 
must ensure that his techniques squared up to modern 
methods. 

Proposing the toast of ‘The Guests’, Mr J. V. 
Eastwood said, the profession had links with universities 


to which they looked for more and more members. | 
There was no sign, he said, of an appeal fund 
for the new universities, but he assumed there was 


' bound to be orie.in due course, as Govertiment grants 


would not be sufficient. 
Mr C. F. Carter, M.A.; Vice-Chancellor of the 
University of Lancaster, "jesponding, assured. Mr 


` Eastwood that there would have to be a financial appeal 


for their University. 

. He thought that the Robbins Report on the expan- 
sion of higher education in Britain was liable to: be 
unfavourable to the accountancy profession: Mr Carter 
said that if people were not allowed to proceed to higher 
education during the next three or four years there 
would be considerable opportunities of getting good 
young men into the profession. But by 1:968 there 
would be a greater demand on those moving to what 
were called universities and other bodies | of educa- 
tion. 

There was, he declared, going to be competition for 
the better qualified person. If they were not sufficiently 
well established in the higher institute of education the 
profession might find that its recruits, who might 
otherwise have been available, had established them- 
selves in other fields. This was a matter that must be 
taken into consideration’. He thought the profession)... 
needed to take more active initiative in those matters. 
‘This was not just a question of providing eman d 
means of training, but the worthwhile training of 
scholars which they ought to see happening.’ 

Mr Derek Bolton, r.C.A.; proposed a toast to the 
Society President and thanked him for all the great 
work he was doing. He coupled the name of Miss 
Isabel Ritchie, Assistant Secretary, with the toast as a 
tribute to the valuable assistance she gave to members. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Luncheon Party 


The Vice-President of the Institute, Mr W. Guy 
Densem, gave a luncheon party yesterfay at the Dor- 
chester Hotel. The guests were: 

Viscount Simon, Sir Richard Powell, Sir Mark ines 
Messrs E. J. Hunter, H. T. Veall, Sir William Carrington, 
Messrs W. L. Barrows, W. W. Fea, H. A. Benson: and 
C. Evan-Jones. The President of the Institute was unable 
to attend owing to illness. 


THE SOCIETY OF INCORPORATED 
ACCOUNTANTS (in Voluntary Liquidation) 
Final Winding-up Meeting 
The final winding-up. meeting of The Society of 
Incorporated Accountants (in voluntary liquidation), 
notice of which was advertised in the London Gazette 
on October 4th, 1963, was held in the Oak Hall of 
The Institute of Chartered Accountants in England 
and Wales, Moorgate Place, London EC2, on 

Wednesday, November 13th, at 12 noon. 

Among those present were Sir Richard Yeabsley, 
C.B.E., F.C.4., Mr E. Baldry, opp, F.C.4., and Mr E. 
Cassleton I:lliott, C.B.E., F.C.A. 


PROFESSIONAL NOTICE 


Messrs Bertram G. SAMUELS & Co, Chartered 
-Aecountants, of 85 Queen Street, Glasgow Cr, 
announce that with effect from November 26th, 1963, 
Mr Jonn HENDRY, C.A., has been admitted as a partner. 
Mr HENDRY served his apprenticeship with the firm 
-and has been office. manager since the expiration 
thereof. The name of the firm remains unchanged. 


Appointments 
Mr N. L. Clifford-Jones, A.C.A., has been appointed 
managing director of Scaffolding Great Britain 
(Holdings) Ltd. 

Mr Edward Crome, F.S.A.A., A.C.W.A., has been 
appointed group financial director of Richard Sutcliffe 
Engineering Systems Ltd. 

Mr C. T. Fletcher, M.A.(0XON.), A.1.M.T.A., has been 
appointed to the new post of deputy chief accountant 

, of the Gas Council. 

Mr D. A. Pease, B.A., A.C.A., has been appointed a 

director of National Mutual Life Assurance Society. 
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Notes and Notices 


OBITUARY 
Miss Ethel Watts, B.A., F.C.A. 


It is with great regret that we record the sudden 
death on November rgth, of Miss Ethel Watts, B.A., 
F.C.A., who was widely known and respected in the 
profession; in private life 
she was the wife of Dr 
Oscar Watts-'T'obin, who died 
in 1957, and mother of 
Richard Watts- Tobin. 

. Articled to the late Mr S. 
Williams, F.c.A., Miss Watts 
was admitted to membership 
of The Institute of Char- 
tered Accountantsin England 
and Wales in 1924, being the: 
first woman to qualify by 
examination as a member 
of the Institute. Her certifi- SE d 
cate of practice was granted on April re ISt, 1925, in n which 
year she commenced in practice in the firm of 
Homersham & Watts, of Clement’s Lane, London EC4. 
She subsequently practised on her own account under 
the style of E. Watts & Co, at 36 Victoria Street, 
London SW1, until her retirement from active 
practice in June 196r. 

Miss Watts was the first woman member to serve 
on the Committee of the London and District Society 
of Chartered Accountants and for many years she 
was a member of the Executive Committee of the 
Chartered. Accountants’ Benevolent Fund. In 1945, 
largely on the initiative of Miss Watts, the Women 
Chartered Accountants’ Dining Society was formed 
and she became the Society’s first chairman. To mark 
her work for the Society a presentation was made to 
Miss Watts on the occasion of her retirement at the 
Society's 1961 annual dinner. 

Outside her professional work, Miss Watts strove 
throughout her life to further the interests of women 
and from 1934 until her death was chairman of the 
Fawcett Society which has as its aims the furtherance 
of these ideals. She also took advantage of her 
professional capabilities in dealing with a considerable 
amount of tax work for women's societies. In addition 
she worked towards the establishment of equal pay 
for women. 

Other, perhaps little known, facets of her many 
interests were her membership for some years of 
Chiswick Borough Council and her work in earlier 
years to improve library services in the East End of 
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London. Books, in fact, with music were her favourite 
recreation. 
APPRECIATION 


by Miss Margaret Fox, F.C.A. 


Ethel Watts with her characteristic simplicity and 
clarity of expression would have shunned effusiveness 
but it is with the greatest sincerity that her many 
friends in the accountancy profession regret the passing 
of a highly-respected colleague. 

Miss Watts was a pioneer among women accountants 
and was one of the first to set up in practice. Always 
keenly interested in education, she valued her status 
as a principal for the opportunity it gave her to train 
more women to enter the profession. T'o enable women 
accountants to meet each other she helped to found 
in 1945 the Women Chartered Accountants! Dining 
Society and was its first chairman. Last year she was 
invited to attend the Eighth International Congress 
in New York as the official woman delegate of the 
Institute and she was justly proud of this honour. 

Miss Watts combined with her own professional 
life, marriage to a busy medical practitioner and 
motherhood, but always found time for the problems 
of those who sought her advice and guidance. She will 
be remembered with gratitude and affection for ber 
` qualities of leadership and. encouragement, and for 
her wisdom, tact and humour. She will be greatly 
missed. 


THE CHARTERED ACCOUNTANT STUDENTS' 
SOCIETY OF LONDON 


The following meetings of the London Students' 
Society will be held next week: 

Tuesday, 5.30 p.m., at the Chartered Insurance Hail, 
20 Aldermanbury, London EC3. Mock company 
meeting. Chairman, Mr Ernest F. G. Whinney, M.A., 
F.C.A. (President of the Students’ Society). 

7.30 p.m., at “The Globe’, London Wall. Meeting of 
"The T'averners'. 

Thursday, 7.15 p.m., at Reading: Lecture on ‘How the 
City functions’, by Dr C. R. Curtis, M.SC.(ECON.), 
PH.D., F.C.I.S. | 

- Friday, 6.30 p.m., “The Taverners’ dinner debate. 
7 pm, at 3 Cranley Gardens, London SW7. “The 
Punters’ wine and cheese party. 

Saturday, 10 a.m., at Bedford: Lecture on ‘Company 

law', by Mr R. D. Penfold, (Barrister-at-law). 












SYNOPSIS OF THE FINANCE ACT 1963 
Extra copies of the supplement included with 
‘THE ACCOUNTANT of November 23rd are 
available price 1s each or ros per dozen, post 
free, from GEE & CO (PUBLISHERS) LTD, 
rer STRAND, LONDON WC2. l 
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LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


Discussion Meeting 


The next meeting of the London and District Society ` 
of Chartered Accountants will take the form of a dis- 
cussion on "The 1963 Finance Act’, to be introduced 
by Mr E. C. Meade, F.c.a. The meeting will be held at 
5.30 p.m., next Wednesday, at Beaver Hall, Garlick 
Hill, London EC4, and not on Tuesday at the Oak 
Hall of the Institute, as originally planned. 
Refreshments will be available afterwards, and mem- 
bers of the Scottish and Irish Institutes of Chartered 
Accountants are cordially invited to attend. 


" SW. LONDON DISCUSSION GROUP 


The next meeting of the South West London Char- 
tered Accountants! Discussion Group will be held at 
the Kingston Hotel, Wood Street, Kingston upon 
Thames, at 6.45 for 7 p.m. on Monday next. The ` 
subject will be “The ethics of an accountant in industry’, 
introduced by Mr S. F. Every, M.A., A.C.A. 


INSURANCE STATISTICS. 


The Board of Trade’s publication, Statements of Life 
Assurance and Bond Investment Business deposited with 
the Board of Trade during the year ended December 315t, 
1962, is now on sale and can be obtained from H.M. 
Stationery Office, price 16 guineas per set of two 
volumes (not sold separately). i 

The contents follow the lines of previous editions. 
The statements of all companies, both British and 
overseas, which carry on life assurance and/or bond 
investment business in Great Britain, have been repro- 
duced in full, i.e. life assurance and bond investment 
revenue accounts, profit and loss accounts, balance 
sheets and certificates and actuarial returns as required 
by the Insurance Companies Act, 1958. 2 

The companion publication, Summary of Statements 
of Insurance Business deposited with the Board of Trade 
during the year ended December 31st, 1962, is in course 
of preparation and is expected to be published in 
about three weeks' time. 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP  - 


The monthly meeting of the Accountants’ Christian 
Fellowship for Bible reading and prayer will be held 
at r p.m. on Monday, December 2nd, in the vestry 
of St Mary Woolnoth Church, King William Street, 
London EC3. The scripture for reading and thought 
will be John, Chapter 15, verse 5. 
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Is the Hire-purchase Bill 
too Drastic? 


HE Hire-purchase (No. 2) Bill is a Government measure 

which supersedes the Bill introduced in the Lords by Lord 

PEDDIE some two weeks earlier. It adopts the main recom- 
mendations in the Final Report of the Committee on Consumer 
Protection (Cmnd 1781) and, not surprisingly, leans somewhat 
heavily in favour of the consumer. The legal fiction that the 
finance company is the owner of goods which are the subject of 
hire-purchase remains undisturbed pending a complete overhaul 
of the relevant legislation, and the Bill contents itself with covering 
matters where 'action is immediately necessary' but, even so, it 
will be felt by some that it has gone too far at one step. 

An explanatory memorandum on the Bill states that the main 
objects are: (a) to extend the Hire-purchase Acts, 1938-54, to 
transactions not exceeding {£2,000 and to provide a ‘cooling-off’ 
period in respect of transactions entered into at a place other than 
‘appropriate trade premises’, as defined ; (b) to extend the 1938 Act, 
subject to modifications and additions, to Scotland; and (c) to 
empower THE MINISTER OF TRANSPORT to make regulations with a 
view to preventing the illegal sale of motor vehicles which are still 
on hire. 

It was pointed out in The Accountant of November 18th, 1961, 
page 661, that not a single hire-purchase transaction in respect of 
a new four-wheeled motor-car was covered by the existing legisla- 
tion; and, further, that the great majority of transactions in respect 
of used quality cars must also be deprived of the protection of the 
Acts. If the Bill is enacted as printed, very few hire-purchase or 
credit-sale agreements will be outside the Acts, although the 
lower exemption limit for the latter is raised from £5 to £20. This 
major change carries in its train two basic safeguards: (1) once 
one-third of the purchase price has been paid, the owner cannot 
repossess the goods except by Court order, and (ii) the hirer is 
entitled to terminate the agreement at any time on paying the 
instalments due and any further amount necessary to make his 
total payments equal to one-half the hire-purchase price. 

The application of the first of these safeguards to practically the 
whole of motor vehicles on hire-purchase, at one step, is scarcely 
likely to commend itself to finance companies in view of the 
already heavy backlog of Court cases. Depreciation on hired 
vehicles can be surprisingly heavy in a short time, and the danger 
is that if the finance companies' security is reduced the public will 
be charged higher rates. It may be that a limit of £1,000 instead of 
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£2,000 (as recommended by The Law Society 
and proposed in Lord PxpprE's Bill) would have 
made for. a safer start. Under the Bill, if a Court 
order for possession is not complied with, the 
owner may apply for its revocation and the sub- 
stitution of an order for payment of the unpaid 
balance of the hire-purchase price of any goods 
which have not been recovered. But there is to 
be a reduction for accelerated payment, which 
accords with a suggestion made in The Accountant, 
at page 661, ante. When the owner has recovered 
the goods under a Court order, he may claim the 
balance of instalments in arrear when the action 
was brought or the balance of any sum required 
to bring the payments up to one-half the purchase 
price. 

At present, where the finance company termin- 
ates an, agreement which provides a minimum 
payment of more than one-half the hire-purchase 
price, the minimum payment is regarded as a 
penalty which is irrecoverable. But if the hirer 
terminates the agreement (see Associated Distri- 
butors Ltd v. Hall ([(1938] x All E.R. 511)) the 
reverse is the case. This distinction, in cases 
outside the 1938-54 Acts, has led to some curious 
anomalies. Where instalments were six months in 
arrear, the hirer was held to have evinced an 
intention no longer to be bound by the contract 
and the finance company recovered, in effect, the 
total hire-purchase price. On the other hand, 
where the hirer was only two months in arrear, 
he was held not to have repudiated the contract, 
and the finance company recovered only. the two 
instalments in arrear, with interest. The second 
safeguard in the Bill cuts down the effect of the 
decision in Hall’s case by ensuring that the hirer 
does not have to make an excessive minimum 
payment. But the very vexed question as to who 
terminates when (see Campbell Discount Co Ltd 
v. Bridge ([1962] x All E.R. 385) (The Accountant, 
April 27th, 1963, pages 540—1)) is unresolved by 
the Bill. 

'The 'cooling-off' provisions in the Bill (which 
apply only to transactions otherwise than at 
‘appropriate trade premises’) could prove costly 
and frustrating to traders. The hirer, or buyer on 
credit-sale, must be sent by post a copy of the 
‘relevant document’ within seven days of the 
making of the agreement. This copy must contain 
a statement of the rights of the hirer or buyer to 
cancel the transaction. The prospective hirer or 
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buyer then has three clear days in which to cancel 
the agreement by notice. The hirer may return 
the goods at his expense, but. obviously won't, - 
because if he doesn’t they must be collected from 
the hirer’s premises. Moreover, the hirer has a 
lien on the goods until he is repaid his deposit or 
paid any moneys due to him for goods taken in 
part exchange. But the dealer can claim damages 
from the hirer for failure to take reasonable care 
of the goods. 

Under the existing law the hirer may not be 
able to sue the finance company for defects in the 
goods because the agreement expressly excludes 
all conditions and warranties except, in the case. 
cf a transaction within the Acts, those which are 
implied by statute and are not capable of being 
excluded. The Bill extends the scope of the ` 
condition as to merchantable quality (see section 
8 of the 1938 Act) and limits the circumstances in’ 
which the condition can be excluded in respect 
of second-hand goods. It also provides that 
the dealer is to be deemed to be the agent of 
the owner or seller as respects representations 
concerning the goods made by the dealer in the 
course of negotiations leading to the making of a 
hire-purchase agreement. 

A suggestion in The Accountant, also at page 
661, ante, that there should be a statutory 
formula for calculating the rate of interest or 
charge has found a place in clause 28 and Schedule . 
3 to the Bill. The formula is shown thus: 

200 md 


p (n--1)4-4 (n—1) 


and must prove a source of pure, unalloyed joy 
to the cost accountant! 

There are important provisions which authorize 
"THE MINISTER OF TRANSPORT to require the owner 
or seller of a motor vehicle to retain the registra- 
tion book and to issue the hirer or buyer with. a 
licensing card. The effect is that the purchaser of 
a vehicle from a hirer who is wrongfully in 
possession of the registration book will acquire a 
good title to the car, but this will not prevent the - 
owner from suing a fraudulent hirer. It is hoped. 
that these provisions will prevent the illegal sale 
of cars on which hire-purchase payments are 
outstanding. 

By and large, consumers gain all-round, but 
finance companies and dealers lose on the swings 
and gain on the roundabouts. 


December 7th, 1963 
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Have We been in Error for Seventy Years? 


Accounting for Loss on Dissolution of Partnership 


by J. W. MATTHEWS, B.Sc.(Econ.), F.C.A. 
Lecturer in Accounting, University of Hong Kong 


of section 44 of the Partnership Act, 

1890, has led me to the conclusion that 
the generaly accepted method of accounting 
for a loss on dissolution of partnership is not, in 
fact, in accordance with the provisions of the 
section; but that to follow out the correct 
interpretation of the section would prove im- 
practicable without additional procedural rules, 
because only so could the amount of the firm's 
capital for the purpose of the section be objectively 
ascertained. 

As a corollary it turns out that the rule in 
Garner v. Murray (1904) is not, as is commonly 
thought, an exception to the general rule and, 
further, the particular rule is of more limited 
application than is claimed. 


(C set examination of the exact wording 


‘The section reads: 


‘In settling accounts between the partners after 
a dissolution of partnership, the following rules 
shall, subject to any agreement, be observed: 


(a) Losses, including losses and deficiencies of 
capital, shall be paid first out of profits, next 
out of capital, and lastly, if necessary, by 
the partners in the proportion in which they 
were entitled to share profits: 

(b) The assets of the firm including the sums, 
if any, contributed by the partners to make 
up losses or deficiencies of capital, shall be 
applied in the following manner and order: 

(1) In paying the debts and liabilities of 
the firm to persons who are not 
partners therein; 

(2) In paying to each partner rateably what 
is due from the firm to him for 
advances as distinguished from capital: 

(3) In paying to each partner rateably 
what is due from the firm to him in 
respect of capital; 

(4) The ultimate residue, if any, shall be 
divided among the partners in the 
proportion in which profits are divisible.’ 

Subsection (1) of section 24 should also be 
noted: 


(subject to any agreement) ‘All the partners are 

entitled to share equally in the capital and profits 

of the business and must contribute equally 
towards the losses whether of capital or otherwise 
sustained by the firm’. 

The conclusion drawn from these provisions 
has been that the difference, profit or loss, 
realized upon dissolution is to be apportioned 
among the partners in the net profit ratio. The 
procedure is to apportion the profit or loss on 
realization of the assets among the partners in 
the agreed profit ratio or, in the absence of any 
agreement, equally under section 24. Current 
account balances are transferred to capital 
accounts to make up one total for each partner's 
claim or liability. l 


Procedure Modified 


This procedure was modified by the decision 
in Garner v. Murray. Where a contribution is 
required from a partner to meet a loss on realiza- 
tion and he is insolvent, so that the contribution 
cannot be recovered in full, the solvent partners 
are not required to make additional contributions 
to make up this deficiency. Instead, subsection 
(b) (2) must be followed; each of the solvent 
partners is to be paid 'rateably what is due from 
the firm to him in respect of capital, account 
being taken of the equal contributions to be 
made by him towards the deficiency of capital", 
that is, in proportion to capital as reduced by 
shares of the loss on realization. The effect, 
in that case, was that the solvent partners bore 
the deficiency of the insolvent partner in propor- 
tion to capital and not in the profit ratio. 
Therefore, the law, as at present interpreted, 
is that if.all the partners can make any contri- 
bution required of them, a loss on realization 
is shared in the proportion in which profits were 
divisible and subsection (5) is merely cautionary, 
since the cash equals the total claims; but if a 
partner fails to meet his liability to contribute 
in excess of his capital (that having been 
contributed by appropriation), thereis a deficiency 
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of assets to meet total claims. The solvent 
partners have made their contributions, if any, 
and subsection (b) applies; claims for amounts 
due in respect of capital must abate proportion- 
ately. Whether, if default by a partner leaves 
insufficient assets to meet advances, these should 
in turn abate was not determined by the decision. 

To consider a further possibility, if the assets, 
as a result of a partner's default, are insufficient 
to meet outside liabilities, the solvent partners 
will necessarily be called on for further con- 
tributions. These will presumably, under sub- 
section (a), be 'in the proportion in which they 
were entitled to share profits'. Advances might 
be met in the same manner, only abating if the 
available assets of all partners leave a deficiency 
as regards advances. The question resolves itself 
into whether advances are to be treated as 
deferred creditors, or as preferential capital. 
However this may be, the point to note is that the 


Garner v. Murray decision did not lay down that : 


the deficiency of an insolvent partner must 
always be met by the solvent partners in propor- 


tion to capital. 'l'he capital ratio has no relevance 


where the default is to the detriment of advances 
or creditors. 

Finally, if the firm and all the partners prove 
insolvent the rules as to insolvency apply and the 
creditors, subject to priorities, are paid rateably 
the amounts due to them. 


Dissatisfaction with the Decision 
The dissatisfaction expressed by accountants 


over the ruling in Garner v. Murray did not. 


lead them to question the accepted interpretation 
of subsection (a) for in that judgment this was 
taken as correct!. In the event the profession 
accepted with resignation, because the law 
required if, an exception to the rule. The 
argument to be advanced here is that customary 
procedure is wrong and that correct procedure 


1 For a fresh criticism of Garner v. Murray on another 
score, see ‘Dissolution of Partnership,’ by P.. M. Sheard 
(The Accountants Journal, June and July 1962). Mr Sheard 
and I are in agreement on the need to distinguish the capital 
and revenue elements in partners’ personal accounts. The 
same point is brought out in ‘Inflation and Partnership 
Rights’, by Professor W. T. Baxter (The Accountants’ 
Magazine, February 1962). 

* The interpretation of subsection (a), which I have advo- 
cated, would, in Garner v. Murray, have altered the final 
balances and therefore the effect of the ruling, and possibly 
the whole basis of the action brought. Only by way of 
current account balances could a deficiency show against 
one partner and an amount due in respect of capital in 
favour of another. The apportionment of loss would show a 
deficiency on capital account against all or none of the 
partners. 
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in accordance with subsection (a) is in line both 
with the rule in Garner v. Murray and with 
the law relating to insolvency; the exception 
disappears”. 

In a legal context, the ward ‘capital’ nearly 
always bears its non-technical meaning; to quote 
the Oxford Dictionary — ‘Capital: stock with 
which a company or a person enters into business'. 
This is not the accounting meaning. In accounts, 
‘capital’ stands for a proprietory claim represented 
by a credit balance on one or more capital 
accounts, quite distinct from the assets which 
are recorded on other accounts. The non- 
technical concept includes both ownership and 
property owned — in legal expression, the total of 
agreed contributions embodied in a collection 
of assets. So we get the expressions ‘fixed capital’ 
and ‘circulating capital’, The distinction between 
these, and between capital losses and revenue 
losses have often unnecessarily complicated busi- 
ness finance. 


Two Kinds of Risk 


The sale of fixed assets, other than in the 
ordinary course of replacement, at a figure 
higher than is shown in the books brings in a 


. capital profit. As to losses, every net loss is a 


loss of capital in the sense of total capital 
employed at the time, and of contributed capital 
if there are no past profits reserved in the books. 
This last is often the case in partnership business; 
undistributed profits are usually allocated to 
capital accounts and, in any case, the private 
means of the partners are the ultimate reserve. 
Decisions, in practice, are grounded, rightly, on 
the simple fact that it is sometimes inconvenient 
to write off exceptional losses against current 
profits. 

Nevertheless, the distinction between types of 
loss rests on a significant distinction in people’s 
minds between types of risk: the risk of losing 
the capital contributed, undertaken in the hope 
of overall profits; and the risk of operating losses, 
borne in the hope that these will be offset by 
profits in other years. If capital is contributed to a 
venture which results in a total loss, the loss is 
borne by the contributories in the proportion in 
which they subscribed the capital; similarly, so 
it should follow, for a partial loss of capital. 

In a limited company, except as between 
different classes of shareholders (where clearly 
stipulated priorities resolve any doubt), profits 
are shared in proportion to capital and losses in 
the same proportion. In a partnership, by 
contrast, the proportion in which profits and 
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losses are shared is decided independently of the 
‘proportions in which capital is contributed. This 
should give importance to the distinction between 
. losses deemed to be losses of contributed capital, 
and those considered to be recoverable out of the 
profits of other years. It may seem that section 24 
(1), quoted above, decides conclusively how losses 
upon a dissolution are to be apportioned. This 
provision is, however, only operative where there 
is no agreement. The contribution of capital in 
unequal proportions constitutes an agreement 
which overrules the provision as regards capital 
and, by implication, capital gains and losses. 
Section 44 alone must be followed in a dissolution. 

It can be argued that the realization of the 
assets upon dissolution produces both revenue 
and capital profits, or losses. The circulating 
assets would have been realized in the ordinary 
course of business, so that their sale in the 
dissolution gives a revenue gain or loss, while the 
sale of fixed assets results in a capital gain or loss. 
However, there will be no future revenue out of 
which revenue losses can be recovered, so that 
they would seem necessarily to be losses of 
capital Section 44, without committing itself 
to a definition, is careful to state that, subject to 
agreement, all losses are to be treated alike: 
* . . . losses, including losses and deficiencies of 
capital, shall . . ?. ' 


First, Next and Lastly 


The wording of the section will now be con- 
sidered in detail. “Losses, including losses and 
deficiencies of capital’: capital means the firm's 
"stock of capital', not the credit balances shown 
on the partners' capital accounts. Any deficiency 
on the latter would have to be made good by the 
partner himself. 

. 'À deficiency of capital’, as distinct from a loss 
of capital, means, no doubt, some diminution in 
asset values or failure of assets to materialize 
arising otherwise than by an act of realization. ` 

‘Shall be paid, first out of profits’: this 
requirement is fulfilled by bringing into one 
account all gains and losses on realization and 
the net profit or loss on revenue account for the 
period up to the date of dissolution or ceasing 
of business. It is a question of fact, perhaps, 
whether reserves, if any, are capitalized, and 
become part of capital, or remain ‘profits’. 

"Next out of capital’: if the realization account 
shows a net loss, this is to be met in the first 
place out of capital stock. No partner can be 
called on to contribute any additional sum so long 
as capital of the partnership remains. This 
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necessitates charging the loss in proportion to 
capital, to the extent of the firm's capital. 

"Lastly, if necessary, by the partners individu- 
ally in the proportion in which they were entitled 
to share profits,’ This is in distinct contrast to 
the preceding provision; only at this point does 
the profit ratio apply, after the firm's capital has 
been wholly used up. 'In the proportion in which 
they were entitled to share profits’ is expressly 
stated here to mean that it is to apply here and 
not in the preceding context. Partners are to 
contribute beyond their capital, in effect, when 
the assets of the firm are deficient as regards 
creditors’ and/or partners’ advances. 

It is necessary to keep current account balances 
separated from capital accounts until after the 
Joss, if any, is apportioned; then they may be 
added to or subtracted from the balances on 
capital accounts. It seems plausible to assume, 
in the absence of specific reference in the Act, 
that a credit balance on current account, 
representing alienated funds not withdrawn, has 
priority over capital but is deferred to agreed 
advances; the point is only important if abate- 
ment becomes necessary. 


Settlement by Book Entry 


‘The assets of the firm, including the sums, if 
any, contributed by the partners . . . '. This 
subsection is not implemented in parallel with 
subsection (a) but follows after the procedure 
under that subsection has been carried out. It is 
necessary to state this because book-keeping 
transfers have the effect of combining contribu- 
tions towards losses with distribution of assets. 
The settlement of a partner's deficiency on 
capital account by transfer against an advance 
standing to his credit constitutes both the levy 
of a contribution and a distribution. Settlement 
by book entry must' not upset priorities. 'Sub- 
section (P) .... proceeds upon the supposition 
that contributions have been, paid or levied.’ 
(Joyce, J., in Garner v. Murray). Before distribu- 
tion each partner's capital account will have been 
adjusted by his share of the profit or loss on 
realization, current account balances will have 
been transferred and contributions, if any, paid 
in. Assuming no set-off in the books, the cash 
available for distribution must, if the partners are 
all solvent, be at least equal to outside liabilities 
and partners' advances; the assets are sufficient to 
cover distribution under subsection (5) (1) and (2). 
There is still, however, the possibility of funds 
being lost pending distribution, so that the order 
laid down in subsection (6) cannot be ignored. 
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Illustration 
Total A. B. C. 
£ 
Capital iu .. 36,000 16,000 12,000 8,000 
(Profits are shared  ' 
equally) 
Advances  .. 10,000 6,000 4,000 — 
^ 46,000 22,000 16,000 8,000 
Cash realized (net of i 
outside liabilities) 4,000 
Loss on realization .. £42,000 
'The loss is met: 
‘next out of capital’ 36,000 16,000 12,000 8,000 
‘lastly in the profit 
ratio .. i 6,000 2,000 2,000 2,000 
42,000 18,000 14,000 10,000 
Leaving Ss 4,000 4,000 2,000 —2,000 














C. must pay in {2,000 and A. and B. receive 
£4,000 and 2,000 respectively. Were each 
partner to contribute in cash his contribution of 
£2,000, the cash to be distributed would amount 
to £10,000, the amount due to A. and B. for 
advances. They would receive (net), A. £6,000 — 
£2,000, and B. {£4,000 — £2,000, which agrees 
with the solution given. 

If C. proves insolvent and unable to contribute, 
the assets, including the contributions of {2,000 
each from A. and B., will total £8,000. The Act 
does not lay down whether, (a) they must each 
contribute further, in the profit ratio, to meet 
the advances (each would contribute a further 
£1,000; A. would receive £3,000 net, and B. 
£1,000); or (b) no further contribution can be 
required (outside liabilities being paid) and the 
solvent partners take rateably what is due to 
them for advances; A. eight-tenths of £6,000 = 
£4,800 (£2,800 net), B. eight-tenths of {4,000 = 
£3,200 (£1,200 net) The clear priority given 
to advances by the section favours the former 
alternative. 

Distribution according to orthodox procedure 
would be as follows. 
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Total A. B. C. 

£ £ 
Capital ex .. 36,000 16,000 12,000 8,000 
Lossonrealization .. 42,000 14,000 14,000  I4,000 
—6,000 --2,000 —2,000 —6,000 

Advances I0,000 6,000 4,000 — 
£4,000 £48,000 £2,000— £6,000 





C. has to contribute £6,000 and the total cash 
£10,000, paid out as shown, £8,000 to A. and 
£2,000 to B. (the rest of B.’s advance has been 
set off against the contribution due from him). 
Failure of C. to contribute will still produce 
a situation for which guidance is lacking. The 
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(a) the solvent partners must meet the 
deficiency in the profit ratio (nothing is 
available for capital claims, so the capital 
ratio has no relevance); B. must pay in 
£1,000 and A. will take £5,000; T 

(b) B. makes his contribution towards the loss, 
£2,000, and advances are paid rateably 
out of £6,000; to A. sixth-tenths of £6,000 
= £3,600, to B., sixth-tenths of £4,000 = 
£2,400 (= £400 net). | 

The rule in Garner v. Murray would operate . 

if the loss had been, say, £33,000 instead of 
£42,000. The distribution, again according to 
accepted procedure, would have been. 


Cash A, B. C. 
£ $ 
13,000  II,000 5,000 —3,000 





If C. is unable to contribute, A. and B. will | 
record claims of £5,000 and {1,000 respectively 
(after advances have been paid out) against the 
remaining £3,000, ‘account being taken of the 
contributions to be made towards the deficiency 
of capital’; each of them would receive three- 
sixths of his claim. 


General Intention of the Section 


The effect differing circumstances have, in 
altering the ratio, shows up the contradiction 
inherent in the orthodox computation. With the ` 
method first illustrated, claimed here to be 
correct, no such contradiction will arise. The 
general intention of the section, supported by ` 
detailed consideration of wording, seems clearly 
to be that, if the assets (net of liabilities and 
advances from partners) realize more than the 
capital stock, the partners are to share the 
surplus in the proportion in which they were 
entitled to share profits (subsection (4) (4)); if 
less, they are to bear the loss in proportion to 
capital up to the limit of the capital stock, beyond 
that limit in the proportion in which they were 
entitled to share profits (subsection (a)). 

If a partner from whom a contribution beyond 
his capital is required proves insolvent, this 
deficiency, under the ruling in Garner v. Murray, 
is not to be added to the respective shares of ` 
loss of the other partners in the profit ratio, but | 
is to be treated as a deficiency in the assets for 
the purpose of distribution. The partners have, ` 
as far as possible, made the contributions * 
required of them, and distribution proceeds in 
the manner and order laid down. Only if the 
contributions obtained are insufficient to make 
up sufficient funds to meet outside liabilities 


' and/or partners’ advances is guidance lacking. 
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Before the 1890 Act 


The leading case before the Act on this aspect 
of partnership law was Nowell v. Nowell (1869). 
Counsel in that case quoted Lindley on Partnership: 


"Where partners advance unequal capitals but 
agree to share profits and losses equally, what they 
mean is, that each shall risk his whole capital, and 
share profits and losses equally, so far as equally 
is consistent with such risk . . . , if, after paying 
all the debts and liabilities of the firm and the 
advances of the partners there is still a surplus, 
but not sufficient to pay each partner his capital 
such surplus must be divided between the partners 
in proportion to their respective capitals and each 
partner must lose the balance of his capital which 
the assets thus applied are insufficient to pay... 
to treat the balances of capitals remaining unpaid 
as a loss to be made good by equal contributions 
would be inconsistent with the agreement by 
each partner to risk his capital.’ 


This extract sets out with excellent clarity the 
contention of the present article, which was 
reached independently by reference to the Act. 

In his judgment in the Nowell case, Sir W. M. 
James replied to this argument: 

‘If Mr Lindley's book is supposed to intimate 
that, in the absence of express or implied stipu- 
lation to the contrary, partners are not to contribute 
equally to every loss whether that loss is a loss 
of the original capital brought in or any other loss, 
I have no hesitation in expressing my entire 
dissent from it... . In the absence of stipulation to 
the contrary the community of profit involves like 
community of loss.' 

In the latest edition of Lindley, the passage 
quoted is amended: 

‘If, after paying all the debts and liabilities of 
the firm and the advances of the partners there is 
still a surplus, but not sufficient to pay each 
partner. his capital, the balances of capitals 
remaining unpaid must be treated as so many 
losses to be met like other losses (see Partnership 
Act, section 24 (2)).' 


Book Values Arbitrary 


It has been argued above that section 24 (2) 
cannot be made to bear the weight of this 
interpretation but that, where capital contribu- 
tions are unequal, section 44 governs the 
sharing of losses upon dissolution and this, it is 
argued, follows Lindley's original thesis. 

Out of this, however, a new and serious 
difficulty arises. A profit or loss realization is a 
profit or loss in relation to book values which are 
in some measure arbitrary. The figure obtained 
adjusts to actual the overall net profit or loss 
recorded during the whole term of the partner- 
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ship. The annual results are interim assessments, 
depending upon the value set on the assets at 
each balancing date. 

Goodwill effectively illustrates this point. If 
goodwill is purchased, or brought into account 
upon a change of partnership, it may be written 
off, or it may be left on the books. If the latter 
is decided on, the realization account at the end 
may show a loss where, if the alternative had 
been followed, a profit would have emerged. ‘The 
loss would be charged in proportion to capital, 
the profit apportioned in the profit ratio. 












































Illustration ` 
Total A. B. C. 
5 £ £ £ 
Capital (A), including 
goodwill valued at 
$12,000 .. 36,000 16,000 12,000 8,000 
Less good will written- 
off, profits being 
shared equally 12,000 4,000 4,000 4,000 
Capital (B) .. . £24,000 £12,000 £8,000 £4,000 
Case A. 
A £ 
Capital j .. 36,000 16,000 12,000 8,000 
Loss on realization .. 6,000 2,667 2,000 1,333 
(4/9) (3/9) (2/9) 
Distribution . £30,000 £13,333 {10,000 £6,667 
Case B. 
£ £ £ 
Capital - .. 24,000 12,000 8,000 4,000 
Profit on realization 6,000 2,000 2,000 2,000 
Distribution . £30,000 £14,000 £10,000 £6,000 
Book-keeping procedure can lose C. £667 to A. 


It may be assumed that current assets are fairly 
valued year by year, but firms are not required, 


or indeed expected, to value fixed assets at each 


accounting date. This is what makes the accepted 
interpretation. of the Act so convenient; the 
distribution of residual assets is not affected by 
book values. But convenience is no justification 
in law. 

The principle which appears to be embodied 
in section 44, that losses on realization should 
be paid, as far as can be, out of capital im 
proportion to capital, can only be objectively 
implemented by independent appraisal of balance 
sheet values at, say, the date of dissolution, or of 
the last balance sheet prior to the decision or 
event upon which the dissolution is founded. 
Book values might be adjusted to the known 
realization price, ostensibly before realization, 
but this would be a transparent circumvention 
of the law and no improvement on the present 
practice of ignoring it. 
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lax Topics | 


THE ART OF EXPOSITION | 


HE wife of an accountant was once heard to 

remark that the only reason she married her 
husband was that he would spare her the trouble of 
making her own tax return. Your contributor was 
reminded of this tale — surely apocryphal — by the 
arrival in the post of a notice of assessment (of an 
amount, needless to add, which should ensure an early 
appeal) with which was enclosed a horrible yellow 
sheet of ‘notes for your general guidance’. To relieve 
the sense of shock at.the assessment your contributor 
studied the notes in the hope that they would guide 
him along paths which would clarify, if not reduce, 
the said assessment. ` 

.. Full credit is, no doubt, due to the Inland Revenue 
for this gallant effort to tell the taxpayer what he can 
do about the figure stated. The average taxpayer no 
doubt feels much like the convicted man in the dock 
listening to his sentence; he may not have understood 
much of the proceedings leading up to this stage, but 
the net result is all too clear. Anyone who has spent 
any time on tax matters knows full well that the most 
difficult thing in the world to explain to a taxpayer is 
how his tax liability is arrived at. No doubt this has 
something to do with the average taxpayer's built-in 
resistance to such unpleasant matters. 

Seriously, however, has the Revenue ever dibddlit 
of obtaining some professional advice on the art 
of conveying facts, however unpleasant, to the lay 
public? Simplification of the law of income tax is not 
easy; it can often mislead. But to suggest, as in effect 
the Revenue does, that the best that can be done 
is the present collection of notes on Schedule D and 
E, and even the notes on coding and allowances, takes 
some swallowing. 

Could we not have an open competition, rather 
as with architects’ plans for a new building, for the 
simplest and clearest exposition of the basis of the 
tax assessment? Jt is suggested that there be three 
classes showing: (1) how the average wage earner's tax 
is calculated; (ii) the average salaried executive's 
liability; and (iii) the basis of the average professional 
or trader's charge under Schedule D. All members of 
the Inland Revenue would be eligible to compete. 
Ás my old headmaster sagely remarked as he flexed 
the muscles of his right arm: 'at least you now know 
why you are to be punished'. Curiously enough, it 
really did help . . . a little. 


EFFICIENCY THROUGH TAXES? 


NE of the most interesting questions which the 
Richardson Committee has been putting to 
persons and bodies submitting evidence is whether the 
replacement of the profits tax by a value added tax 
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would increase industrial efficiency. One of the symp- 


tems of Britain's industrial malaise in recent years has 
been what its critics have referred to as an inadequate 


rate of investment in modern labour-saving plant and | 


machinery. There is also a tendency to hang on to 
labour during periods of redundancy, thereby re- 
stricting the mobility of this important factor of 
production which is far from sufficiently mobile at 
the present time. 

Áccording to an economist, Professor Nevin, the 
present taxes on enterprise "work in opposition to, 
rather than in support of, efficiency and growth'. He 
proposes that they be replaced by taxes which would 
discriminate between the efficient and inefficient 
producers. The means to this end is a tax based upon 
the ‘productive resources used’ rather than on profits. 
In an article in the November issue of the Westminster 
Bank Review, Professor Nevin illustrates his proposal 
with hypothetical figures from. three sets of imaginary 
firms’ accounts. While all three. firms pay tax in 
proportion to their profits under the present system, 
under Professor Nevin’s scheme the rate imposed 
upon the inefficient producer is very much higher, 
beth relatively and absolutely, than for the more 
efficient firms. In his scheme efficiency is measured 
by ‘input’ of resources such as raw materials, labour 
and capital consumption. The difference between 
‘input’ and gross output then forms the tax base 
instead of profits. . 


FOR AND AGAINST? 


Professor Nevin cites two important advantages for 
his proposed scheme. The first is that it would dis- 
courage the inflation of costs and the ‘expense 
account mentality at the managerial level’. He asks 


"How many four-wheeled status symbols and how ` 


many six-course business conferences would survive 
in British industry if their cost were added to the tax 
base rather than subtracted from it? Secondly, he 
avers that it is more logical to tax firms on the scarce 
resources which they absorb in the economy, rather 
than the final contribution they make to the national 
income. Lastly, he thinks it would help the enforce- 
ment of the personal income tax in so far as it applies 
to the small trader. Where inadequate accounts were 
kept, the Revenue could levy an assessment based 
upon a notional absorption of key resources which, 
in due course, would compel the trader or farmer to 
keep proper records. 

The obvious problems of administration posed bs 
such a scheme are only partially recognized by the 
author. In particular the difficulties ‘of estimating 
capital consumption year by year are very great. The 


am o 


practice of applying 'a capital goods price index to 


historical cost data in order to bring charges to a 


replacement cost basis’ could at best be resolved only . 


on the basis of some arbitrary classifications and 
assumptions. Furthermore, while in time many of 
these difficulties could be overcome, it has to be 
remembered that taxes have to be operated from the 
outset to a high level of efficiency and equity. ‘There 
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is a lot to be said for the old dictum "better the devil 
you know . . .’. The basic principles underlying this 
scheme could surely be achieved by a discriminatory 
payroll tax linked with a variable National Insurance 
contribution. Capital consumption is not so serious as 
the failure on the part of British industry to ‘scrap and 
renew'. It would be preferable to encourage industrial 
capital “consumption’ rather than tax it. 


ON FRINGE BENEFITS 


HE growth of what our transatlantic cousins so 

graphically term ‘fringe benefits’ has been a 
feature of the British scene since the war. There have 
been occasional adverse comments on this develop- 
ment, ranging from the restrained remarks of the 
Royal Commission on Taxation that future develop- 
ments in this field would need watching, to Dr 
Rubner's more recent attack on the pervasive 'perks' 
of most kinds of job. 

The harsh fact must be faced that while such 
criticisms are fully justified, the spread of such prac- 
tices is now so wide and extensively recognized as part 
and parcel of the worker's contract that it would be 
virtually impossible to legislate against it. Inevitably 
one is lead to ask the question: Where will it end? 
Browsing through an American study on this subject 
which, like Dr Rubner's work, was also a doctoral 
thesis, the following passage caught the eye. Among 
the fringe benefits ‘making their début in the 1950s and 
achieving limited adoption have been Salk vaccine 
shots, influenza shots, legal advice and representation, 
company-financed vacation trips for all employees, 
a full year's vacation with pay for ten years’ service, 


medical diagnostic service, a car for every employee: 


(including floor sweepers), eye-glasses, false teeth, 
meals for retired employees, and speed reading 
courses’. (Fringe Benefits and their Federal Tax 
Treatment, by H. H. Macauly, Jr.) 


INDUSTRIAL INCENTIVES 


DEAS travel fast when it comes to fiscal policy; 

certainly they cross national frontiers with greater 
ease than even the most welcome tourist. Two months 
ago Italy decided to stimulate industrial development 
by granting a special allowance of 15 per cent on 
investments in new buildings, plant and machinery 
intended for industrial purposes. Closely allied in 
principle to the ‘free depreciation’ offered in the last 
United Kingdom Budget by Mr Maudling is the 
new Austrian measure which provides in the first year 
of their life accelerated depreciation of assets, such as 
plant and buildings, used in specified development 
regions. These, in the main, are in the former Russian 
zone. As with the United Kingdom proposal, certain 
highly mobile assets such as cars, as ‘well as business 
aircraft and office funiture, are not eligible in Austria. 

The trend in purchase tax in the United Kingdom 
has been towards reducing the rates both in number 
and their differentials. The final form, always subject 
to the findings of the Richardson Committee, may 
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be a dual rate of tax spread over a much wider range 
of goods and possibly services, too. It is common 
knowledge that hitherto the Labour Party has been 
strongly opposed to an extension of flat-rate sales taxes 
but, with the indications that the revenue needs of 
the Government are. increasing rapidly, some change 
of front must surely be taking place. It would be pos- 
sible to impose a nominal flat rate on goods and ser- 
vices which are virtually necessities and retain a 
rather higher rate for luxuries and semi-luxuries. A 
few months ago Italy raised the rate of its turnover 
tax in respect of furs, precious stones, sparkling wine, 
liqueurs and aperitifs, playing cards and antiques. 
Who knows but that by the time Britain gains 
Common Market admission the similarity between the 
tax systems of the individual member countries may be 
such that harmonization will be greatly simplified. 


TAXES IN ITALY 

HE expansion of the Italian economy in recent 

years has been one of the most striking features 
of the economic scene within the European Economic 
Community. More recently, however, inflationary 
pressures and labour shortages have begun to manifest 
themselves and the Italian Government has just 
announced .a comprehensive financial and fiscal 
policy to meet the situation. Apart from changes in 
monetary policy and the cutting of public expenditure 
there are also to be changes in company Jaw relating 
to shareholders’ rights and the taxation of investment 
income. 
' Late last year, the Italian Government introduced 
a withholding tax on dividends. The main reason for 
the impost was the scale of evasion that is practised 

in respect of such unearned income. 

The latest Italian Act requires not merely that a 
company making a distribution deducts the with- 
holding tax, but that it must also make a return of the 
names and addresses of the recipients of the dividend. 
This ensures, as a note in European Taxation so 
simply puts it, ‘that the fiscal authorities may check 
whether all the recipients have faithfully included 
these dividends in their declared income!’ It seems 
that the Italian Government had made previous 
efforts to seal this particular loophole by requiring 
that Italian corporations should issue only registered 
shares. An exception was apparently made for under- 
takings in Sardinia and Sicily where it seems the’ 
law still permits the issue. of bearer stock. Unfor- 
tunately, this particular attempt seems to have failed, 
although it does underline the well-known attrac- 
tions of bearer stock for continental investors. 

The new withholding tax is to be levied at a rate of 
15 per cent on dividends from registered shares and 
at 8 per cent on bearer shares. But whereas the latter 
stockholder receives no credit in respect of his 8 per 


` cent charge in the computation of his liability to 


personal income tax, the registered shareholder may 
in contrast credit the withholding tax against his 
charge to the personal income tax and if the former 
exceeds the latter may, as in the U.K., claim a refund. 
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in Measuring Productivity 


by KENNETH S. MOST, LL.B., F.C.A. 


What 1s Productivity? 


HERE seems to be some evidence that the idea 

of productivity 1s being confused with the idea of 

production. Indeed, it is probably true that for 
most people 'National Productivity Year means 
“National Production Year’, Since production requires 
work, more production requires more work — and 
accordingly, say the politicians, we must all work just a 
little harder for economic growth and a satisfactory 
balance of payments. It is therefore necessary to look 
carefully at this concept and to define it so that we 
can be clear what it is we are discussing. 

Productivity is a measure of the resources required 
for a given production. Thus, high productivity 
implies a low consumption of resources, and low 
productivity implies a high consumption of resources, 
for a given production. Hence the definition favoured 
by the O.E.E.C. (now O.E.C.D.) publications on 
this subject: ‘Productivity is a measure of the 
economy of means’. 

It follows, then, that increasing productivity does 
not mean more work; it means less work per unit of 
output, or per batch. The highest productivity I know 
of in Britain is that of a factory which was.set up two 
years ago in the south of England; with forty per- 
sonnel it produces £14 million of goods yearly - 
an average of £30,000 per man per year, or £2,500 
per man per month. I assure you, these forty people 
do not sweat and strain; they work normal hours and 
have quite adequate times for relaxation and refresh- 
ment, 

Naturally, if the demand for output rises at a faster 
rate than productivity itself, then more work will be 
required iz total than before in order to satisfy the 
' demand; but in any other case, less work will be 
needed. For example, suppose we could reduce the 
time taken to make a chair by one half-hour, then 
approximately one hundred hours less work would be 
required to equip a hall with 200 chairs than formerly. 

It is this fact which underlies the six million 
unemployed regarded as a normal feature of life in 
the U.S.A., and indeed the one million unemployed 
which we shall shortly have to accept as normal in 
Britain. Rationalization — mechanization — automation 


Other papers in this series relating to the practising account- 
ant’s and the industrial accountant’s contribution to pro- 
ductivity appeared in The Accountant of November 9th and 
30th, respectively. 














This is the third in our series of papers given 
during National Productivity Year by members 
of the accountancy profession. It was one of five 
lectures on ‘The measurement of productivity’ 
given in May under the auspices of the Depart- 
ment of Management Studies of The Polytechnic. 


-- all the devices we use to increase productivity must, 
in a more or less stable economy, lead to less working 
hours required per head of population. 


The Effects of Change 


The development of productivity until now has 
been unplanned because it has been unmeasured, and 
it has caused considerable hardship. We have some 
people working a well-paid 3,000 hours annually 
living side by side with other people who are not 
working at all and are receiving a subsistence dole. 

Now, we cannot avoid the effects of change, but we 
can -if we are aware of it - make plans to accom- 
modate change in our society so that it causes the ~ 
minimum hardship; perhaps by reducing the length 
of thé working week, and/or extending the holiday 
period, by closing down the inefficient producers long 
before they go bankrupt, and so on. Alternatively, we 
can admit the conditions which will enable the 
economy to 'go unstable', as has happened to certain 
countries in the Common Market. Is this not a very 
good reason for trying to measure productivity - to 
enable rational decisions to be taken on this vital 
question? l 

Productivity is a measure of the economy of means, 
but can we consider ‘means’ without first identifying 
‘ends’? Can we discuss the productivity of an hour of 
a man’s working time without first determining 
whether he is piloting an aircraft or calling out the 
numbers at bingo? An hour of a man’s time — or a 
pound ofa certain material, or a kilowatt of electricity - _ 
is neither a lot nor a little until. we know what task is _. 
to be performed. "` 

Both ends and means must be looked at in produc- 
tivity calculations. We have to identify ends, that is 
output, as a preliminary to measuring means, that is, 
input. I must emphasize this simple but essential fact 
because it is of prime importance and cannot be 
neglected if we are to arrive at a usable result. It is no 
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use talking about more or less materials, more or less 
labour or, indeed, more or less of anything until it is 
first made clear in relation to what these materials or 
this labour or machine time, is being measured. 

The key problem of productivity measurement, 
then, is the measurement of output, to which import- 
ant question we shall return later. 


Why Measure Productivity? 


Why measure anything? Someone once said: “What 
cannot be measured cannot be managed’, and I have 
already indicated the importance of productivity 
measurement to the management of the community 
at large. This feature is of little less significance to the 
individual firm; the development of productivity in 
the community, in the particular industry and in the 
firm itself, are all of great relevance to its decisions, 
particularly policy decisions in the field of capital 
investment. | 

You may know the lines which were sung in a popu- 
lar song about one hundred and fifty years ago: 

‘In matters of commerce, the fault of the Dutch 
Is giving too little and asking too much.’ 

We are beginning to realize, rather ruefully, that 
the Dutch had the right ideas after all. In business, 
and indeed in our private affairs, we are inevitably 
concerned with getting as much as possible for as 


. little as possible; we call it ‘getting value for money’. 


Money, however, is a unit of measurement and there- 
fore neutral; what we really mean by this phrase is 
‘Value for work’. 

We want to use the resources at our disposal as well 
as possible and this involves, at the very least, 
measuring the manner An which we are using them 
now. Hence the basic productivity equation: 


t 
Productivity = pet 


But does this simply mean that we can divide all 
identifiable output by all identifiable input, or by a 
selected part of it? In this connection, I would 
mention a theory of value developed just one hundred 
years ago by Karl Marx; he stated that the value of 
anything was nothing more than the work which was 
done to produce it. But someone — whether Marx or 
his more business-like associate, Engels - must have 
realized the fallacy to which this led, that an article 
made by a slow and unskilled worker would be of 
greater value than the same article made by a skilled 
and efficient man, Therefore Marx modified his 
theory by introducing the idea of social labour time ~ 


"Ae average time taken by an average skilled man in a 
Jj .actory equipped to the average level of the industry. 


We must beware that we do not fall into the same error 
in productivity measurement, particularly at the firm 
level. 

Cost Accounting 
Attention has been drawn to the necessity to distin- 
guish between available time and working time, and 
then to distinguish between acceptable and unaccept- 
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able work. Perhaps I may be allowed to restate this in 
the language of cost accounting. To measure produc- 
tivity we must calculate the cost of a given output, 
and this will then provide the point of departure for 
increased productivity, which means cost reduction. 

If I am to find any meaning in National Pro- 
ductivity Year, I can only conclude that it is sup- 
posed to direct. the attention of managers to the need 
to reduce unit costs, if necessary, at the expense of 
production. But we do not include avoidable waste in 
our calculation of unit cost - or at least I hope we do 
not — because a cost is a necessary sacrifice incurred, 
and if waste is avoidahle, it is not necessary. It follows 
from this that simply dividing output by input will 
not measure productivity; just as we had to define 
output, so we must also define what constitutes input 
in relation to it, I shall return to this point also. 

Thus, we can say that we start to measure produc- 
tivity in order to ascertain what constitutes value for 
money (or work) at the present time, and we continue 
to measure productivity in order to see whether it is 
increasing or decreasing. We do this because (a) we 
want to arrest any decrease or, if that proves impos- 
sible, to adopt whatever investment policies flow from 
the fact; or (b) in order to accelerate an increase, or 
adopt any policies necessitated by the underlying 
economic or technological causes. In other words, 
productivity measurement is a part of the scientific 
preparation of management decisions. 


Practical Problems 


We may start to consider the practical problems 
arising out of this theoretical presentation by recalling 
the concept of productivity measurement used by the 
National Economic Development Council, that is, 
total output divided by the total number of workers. 
We must, however, consider some of the anomalies 
arising from this measure. If a firm’s output remains 
constant but is achieved with fewer workers (perhaps 


- due to an organizational change) we should say that the 


firm’s productivity has increased but national pro- 
ductivity will remain unaltered, there being no change 
in either output or the number or workers. If the firm 
recognizes its increased productivity by reducing 
prices, the national productivity will actually decline, 
because output diminishes while number of workers 
remains the same. There must be something wrong 
with a measure which produces such highly illogical 
results. 

'The economist would, no doubt, reply that we are 
confusing efficiency with productivity, and that if a 
firm becomes more efficient the national economy 
cannot be said to have benefited by increased produc- 
tivity, although it will have benefited in some ways. 
But this will not do, we reply; if productivity is a 
measure of the economy of means, and means have 
been economized, then this constitutes an increase in 
national productivity, the whole being the sum of its 
parts. 


How, then, are we to resolve this conflict? The 
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answer is, of course, that both are right. The im-, 
provement in the firm's productivity where less 
workers are required for the same output is an im- 
provement in national productivity. It is masked, 
however, by a corresponding increase in national loss 
through waste; you may wish to regard this as nega- 
tive productivity, but I fear that this term may be 
deceptive. Thus, overall, there is no change in the 
picture as presented by the N.E.D.C. formula. 


The second example is also capable of explanation. 
Where the same output is achieved with less workers 
and the price of the output is reduced, then the 
productivity of the firm will only go down if the 
reduction in price is proportionally greater than the 
reduction in the number of workers — surely an un- 
reasonable assumption. This can be demonstrated by 
the following hypothetical figures: 


Before : 
Output £1,000 
Workers ro EE 
After 


Output £945 (price reduced 54 per cent) 
Workers 9 (reduced ro per cent) 
P = 105 


It is not possible to translate this into its effect on 
the national economy without taking into considera- 
tion the extra {55 in spending power which the price 
reduction has released. If this is simply stuffed into 
a mattress, then there is a counterweight of ‘negative 
productivity’ to be calculated. If, on the other hand, 


the £55 will be spent on output of other kinds, which 


would not otherwise have been produced, then overall 
productivity will be increased by the change. 


It will be seen that the simple division of output by 
input will not give us any useful information unless 
each of the components is carefully defined. In the 
case of national productivity measurements, can we be 
any better off after. we have divided the national 
product by the nuniber of workers than we were 
before? 


We are mainly concerned here with productivity 
of the firm, and a major practical problem in this 
connection is that of partial measurement as distinct 
from overall measurement. Elsewhere emphasis has 
been laid on the importance of overall. measurement 
in money terms, but I feel that we must examine this 

- subject in a little more detail. I pose the question in 
two forms: (1) whether it is possible, and may even 
be preferable, to measure the productivity of separate 
factors of production in the appropriate unit of 
measurement, as compared with measuring overall 
productivity in money terms and then proceeding to 
analyse it; and (2) whether it is possible to measure 
the productivity of a part of the firm and to use it as 
representative of the whole. Let us look at each of 
these separately. 4 
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Separate Factors of Production 


National productivity measurements use number of 
workers as the unit of input because, as the late Dr 


Rostas pointed out, the worker occupies a central role ~~ 


in society, being both producer and consumer. As 
far as the firm is concerned, however, the worker’s ` 
role is less central, and in some cases may even be 
dispensed with altogether. This in itself constitutes a 
reason for not using the number of workers. 
Another reason, of course, is that one worker 1s not 
the same as another, at least, not as far as productivity 
is concerned. Workers differ, from this standpoint, 
primarily in cost. One of the ways by which firms 
most frequently increase productivity is by taking the 
skill out of the job. An example I might quote here is 
the welding of ‘Liberty’ ships during the war. Henry 
Kaiser found that the welding process constituted a 
battleneck in the production of these ships, because 
the heavy plates came to the workers by overhead 
conveyor and only a highly skilled welder could work 
facing upwards. He therefore caused the conveyor to 
be inverted, so that the work came to the worker in a 
position which enabled him to weld downwards. ‘This 
meant that a relatively unskilled worker costing, say, 
ros could do a job which would otherwise require a 
craftsman at a cost of, say, 15s. (There was also a 
production aspect to this problem as well as the 
productivity one, in that more work could be pro- 


duced once the welder shortage was broken, but this is 


outside our present discussion.) 

Now, substituting an unskilled worker for a crafts- 
man would not change the firm's productivity if it 
used number of workess as an input index. It must 
express these different classes of worker in an 


l 


appropriate unit of measurement, and this involves ~ 


either a method of weighting — a points system — or 
the use of money equivalents. 

Similarly with materials input. Suppose the liquid 
used to produce a certain output is replaced by 
another material which is similar in performance but 
has a lower price, is there no “economy of means’? An 
input index in gallons will not show one. Further, 
suppose we require more gallons of the new material 
than of the old — even though cost is reduced, pro- 
ductivity will go down. Clearly, the firm cannot use 
an index of this type. 

Let us consider yet another situation. Suppose we 
substitute for five workers using one hundred gallons, 
six workers using iro gallons, in order to achieve 
our output. The new material, although cheaper, is 
more difficult to process, and output remains the same. 


Only by using an input measurement which is com- ` 


plete, that is, which combines men and materials in 


quantities and prices, can we achieve a satisfactory 
ç 


input index. This involves translating the factors of 
production into monetary terms, as in cost accounting. 

Other partial measurements are potentially danger- 
ous. Using direct production wages, for example, can 
mislead where production planning and control 
increase the proportion of indirect to direct produc- 
tion workers. Using machine time can mislead where 
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HOW FLEXIBLE IS*FLEXIBLE'? 


Flexibility comes in different sizes. It is a flexible term. 

Applied to the new Olivetti Audit 24-class range of accounting ma- 

chines it means 'flexible to individual requirements over a wide range of 

applications'. Ss : 

As flexible as this because: 

e there is a choice between eleven different models; 

e every model carries four distinct work programmes on its programme 

anel, and operates in both advance and return carriage directions; 

e besides the normal programmed commands, the content (zero or other- 
wise) or the sign of the content (plus or minus) ofa register can create 
an automatic selection as necessary. . akut auis. je POMPE 

And yet the Olivetti Audit 24-class machines are less expensive to - 

install and to run. ` | 
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. as organisations and firms like these The Automobile Association 
Co-operative Permanent Building Society - Dunlop Rubber Co Ltd - H J Heinz Company 


^ C? Limited, Holmwood Advertising Limited: | C1- Lancashire Dynamo Electronic Products 


Limited -- Mersey Docks and Harbour Board - Negretti & Zambra Limited - Routledge & 
Kegan Paul Limited - The Rover Co Ltd - Scandinavian Airlines. System - The Times 
Publishing Company Limited - Tyrolean Travel Limited have already discovered 
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Problem... 
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various rings on an archery 
target, or would you need 
\ toask a Toxophilite? 


Dorota 





Life Problem... 


Friends' Provident have 
advised on Life Assurance needs 
for more than 130 years. 








LIFE OFFICE 


GROUP FUNDS EXCEED £130,000,000 
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or Home Loans 


Generous terms—helpful advice—efficient service. 
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OTBOURNE PARK i. 


Member of the Building Societies Assoniation 
CHIEF OFFICE: Westbourne Grove, London W.2, Tel: BAY 2440 
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different capacities work side by side; e.g. a fifty-ton 
press is not the same as a ten-ton press, nor 1s a 
twelve-ounce injection moulding machine equivalent 
^ to a four-ounce machine. 


The Representative Part 


I now turn to the idea of an overall measurement 
of a part of a firm which has attracted some analysts 
as a cheap and convenient basis for productivity 
measurement. It is suggested that if a particular 
part of a firm can be regarded as representative 
of the firm as a whole, then the input/output 
relationships of that part can be used to indicate the 
productivity of the entire firm, and its progress 
through time. 

Thus, in a car manufacturing business, for example, 

the paint shop might be taken as representative of the 
" whole, since all products must pass through it’ for 
equivalent processes to be performed on them. By 
measuring the input into the paint shop and its 
output, say monthly, a productivity index could be 
built up which would resemble closely the picture of 
the manufacturing process as a whole. 

This procedure appears dangerous to me on three 
counts. In the first place, the degree to which the part 
is representative of the whole may vary in time as well 
as in kind. by which I mean that managerial and 
technological changes will affect different departments 
at different times, and that the proportions of factors 
of production used in each department will not be the 
same. 

Secondly, departmental changes in capacity are 
likely to be more important than overall changes 
for the business as a whole. I recall one case of a 
textile company producing 175,000 yards of material 
a week, where the loom-shed was taken as the 
representative department for this purpose; when 
the capacity of the different departments was 
measured, it was found that the factory could have 
produced 250,000 yards of material weekly, with only 
small changes in loom-shed space occupied and 
equipment. The point of departure for measuring 
changes in productivity was fixed incorrectly by 
concentrating on one department, for increased pro- 
ductivity of one department had no corresponding 
effects in the other departments. 

Thirdly, and to me this is an overriding considera- 
tion, it is virtually impossible to choose another 
department than the sales department if you want a 
usable figure in the output section of the index. The 
marketable value, or saleable quality, of the produc- 


tion is of prime importance in the measurement. Is ` 


‘there any benefit involved where less factors of 
production are required to produce something which 
is not wanted? You may recall the story of the factory 
making aircraft components long after the contract 
for the aircraft had been cancelled. No doubt there 
was someone there to argue that productivity was 
increasing, as the lorries drove off with the finished 
parts to be broken up as scrap — but a loss is not a cost. 
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What, I wonder, constitutes increased productivity 
in the railways? 

Intangible elements of output, such as customer 
satisfaction, can perhaps be regarded as being 
included in the price paid by the customer. But if 
these are elements of output — and improved quality is 
another example — they must be included in the output 
index used for measuring productivity. I know it may 
be argued that sales values are not a suitable measure 
of productivity because of 'sales mix' variations, that 
is, variations in the components of output reflected 
by ditferences in gross profit margins. But I think that 
we have to include this aspect of output if we are to 
include diverse goods and services produced in an 
index of productivity. 


Measuring Productivity in the Firm 


.I have now arrived at the third part of my subject, 


which is the measurement of productivity in the firm 
and how it can be done. Let me return once again to 
the question whether the man who produces more 
work with better tools than the man who has poor 
tools, has a higher productivity even though the 
second man may work harder. 

I have said that increased productivity does not 
mean more work but less. It means a diminishing 
quantity of factors of production needed for a given 
output. I have also said that in cost accounting ter- 
minology, increased productivity means lower unit 
costs which is another way of saying the same thing. 

The measurement problem arises in two stages: 
at the input stage and at the output stage. I have 
criticized the concept of productivity used for the 
national economy because it is incapable of inter- 
pretation without substantial analysis; it combines 
utilization with waste. We need an input measurement 
which will be the sum of its parts and can be analysed 
in a scientific way: an index of utilization. Let me 
try and explain this. 

If a business has at its disposal a quantity of 
materials, labour, machine hours, and other services, 
it can either use them or waste them. To the extent 
that they are surplus to the production requirements 
of the business they are a loss; and to show them as 
input in relation to whatever is the output of the 
business is to demonstrate something which is not 
true. In measuring productivity it is necessary to 
separate those factors of production which are 
required, from those which are surplus to require- 
ments; otherwise we shall weight the index heavily 
with something which does not belong there. 

The quantity of factors of production required for 
the output of a business, again, may be utilized or 
wasted. In relation to labour time, we distinguish 
first between available time and working time, and 
secondly between working time and work done in 
working time. Once again, we cannot regard that part 
of working time which is not necessary to produce the 
output of the business as input. A loss is not a cost, 
and waste is a loss, Here again, we must separate from 
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time required, time used unproductively, because it 
did not contribute towards the output to which we are 
relating it. 

We can thus arrive at an input concept which, when 
all factors of production are added together, using the 
money unit of measurement, represents the value of 
the resources needed to create the output. Now, if 
this figure goes down, or the output figure goes up, we 
can truly say that there has been an increase in pro- 
ductivity, an economy of means. We can also trace it 
to its causes — the better performance of labour, the 
better utilization of materials, the better operation of 
machinery, and so on. 

The advantage of this approach is that we remove 
from the input index all those factors which are 
extraneous to the concept of productivity — political, 
such as strikes; financial, such as the credit squeeze; 
legal, such as tax avoidance; even natural phenomena, 
like a poor sugar-beet harvest. The resultant measure 
will tell us something about the economy of means 
related to the performances of the firm, and can there- 
fore be used with confidence in planning and control- 
ling its future. 


Output at Selling Prices 


We return, then, to the problem of measuring 
output. For many purposes we can use physical 
quantities of output — ‘real’ output — but not for 


productivity measurement. I have suggested that. 


output should be measured in sales values, and some 
business men of my acquaintance, in fact, do just this, 
requiring from the factory manager a daily, weekly or 
monthly statement of production a£ selling prices. Of 
course, anything unsaleable must be rigorously 
excluded from the output figure, but on the other 
hand, anything saleable must be included even though 
is is to be given away as a sample or other advertise- 
ment, or sold at a réduced price for some reason. 

But there is yet another problem in the measure- 
ment of productivity. A business is only a packing 
case for materials; it takes them from the outside 
world, adds the work of men and machinery, and 
ships them back again in a new form. It adds value 
to them. From the productivity standpoint, the 
materials worked upon by the firm are included in 
both input and output, and at the same prices, 
although not necessarily in the same quantities. 

As good statisticians we should avoid double 
counting and deduct from the input and the output 
figures the materials which are included in both. If 
we leave them in we shall overstate and consequently 
disguise changes in productivity so heavily that they 
may be difficult to perceive. Suppose, for example, 
the following situation: 


Output roo (including 50 materials) 

Input 80 (including 50 materials) 
Productivity may be measured as 100: 80=1-25. But 
if we exclude materials, then it will be measured as 
50: 30=1°67, 

The actual index used is irrelevant, so long 4s it is 


consistent; what we are interested in are the changes. 
Suppose, then, labour productivity increases, causing 

a cost saving of 2. On our first index, the measure 
goes up from 1:25 to 1-28 (100: 78), an increase of 
2 per cent. On our second index, the measure goes up : 
from 1:67 to 1-78 (50: 28), an increase of 6-5 per cent. 
In view of the need for the accuracy tolerance of such 
calculations, I submit that this is a necessary step in 
constructing an index. 

The position does not alter radically if we introduce 
the possibility that some of the materials are wasted. 
The effect of this is to make changes slightly less 
marked — in the above example, the improvement 
might go down from 6-5 per cent to 5 per cent, but 


would still be noticeable. 


. Weekly Notes 


N.LC. AND THE ENGINEERING 
SETTLEMENT 


AST week the Chancellor of the Exchequer 

referred. the recent pay agreement in the 
engineering industry to the National Incomes 
Commission and asked it to take into account other 
recent settlements. The Engineering Employers’ 
Federation and the Confederation of Shipbuilding 
and, Engineering Unions announced their agreement 
to pay increases to take effect from December 2nd. 
The Chancellor considers that it is desirable in the 
national interest that the likely effects of this settle- , 
ment, in view of the size and diversity of the engineer- 
ing industries, on general earnings and costs should 
be examined. 

The N.I.C. has thus been given its biggest assign- 
ment so far. As far as the Government is concerned 
itis a clear indication that they intend the Commission 
to be taken seriously even if organized labour is 
averse to co-operating with it. It would seem that the 
Chancellor has little choice in the matter if the N.I.C. 
is to survive. It would have been a vital political 
omission to have let a pay settlement in this key 
industry go by without allowing the N.LC. to 
comment. The engineering industries have been 
reckoned to be pace-setters on wage claims for a long 
time. ‘They also have one of the most complicated 
pay structures. It is well known that the effect of a 
change in the basic national wage rate reverberates . 
through a system of rates and earnings in the engineer-. 4 
ing industries which are far removed from the basic- 
rate originally negotiated. - 

The next major industry to face a big wage demand 
will be the railways. It has been announced this week 
that Dr Beeching is prepared to discuss a wage 
increase with the unions concerned and that he is , 
anxious to speed up and simplify the negotiating 
procedure. It is already apparent that there ts likely 
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to be a difference of opinion between the unions on 
the one hand and the Government, on the other 
(represented by the Treasury) as to what the railway 
. Workers should get. It seems likely that if the NIC 
can perform its intended function:so far as the 
engineering operatives are concerned, it may be able 
to do the same thing with the railways. 


SHORT INTEREST IS DEDUCTIBLE FOR 
SURTAX 


d Court of Appeal has now established that a 
taxpayer is entitled to deduct ‘short’ interest paid 
by him in computing his total income for surtax 
purposes. Section 200 of the Income Tax Act, 1952, 
gives specific relief for short interest paid to banks and 
stockbrokers without deduction of tax and therefore 
it has long been assumed that surtax relief could not 
be obtained in respect of payment of other kinds of 
short interest. However, in C.J.R. v. Frere, it was 
claimed that short interest paid by a solicitor to a 
company was deductible for surtax purposes. ‘The 
Special Commissioners allowed the appeal but 
Wilberforce, ]., reversed their decision. However, 
he in his turn has now been reversed, according to 
The Times of November 3oth (Russell, L.J., dis- 
senting). 

It is interesting to observe that when surtax 


(supertax as it was then) was introduced in Igro. 


‘total income’ was not defined, but there was a 
direction that the taxpayer should make his return of 
total income on the same lines as then existing in the 
case of income tax. Section 163 of the Income Tax 
Act, 1842, required the taxpayer to return the 
‘interest, annuities or other annual payments’ which 
he had to make. Since, elsewhere in the Act, distinc- 
t tions were made between ‘annual interest’ and other 


| interest, the Court of Appeal held that ‘interest’ in 


section 163 meant both kinds of interest, and that the 
inference was that both kinds were deductible in 
arriving at total income for surtax purposes. 


SIGNING-ON FEES ARE TAXABLE 


R JUSTICE PENNYCUICK has held that 
Schedule E income tax must be paid on ‘signing- 
on’ fees paid to Mr Richard William Boustead of Hull 
Rugby Football Club, on his becoming a professional 
rugby footballer. His lordship came to a similar 
decision in the case of Mr Kenneth Large and Mr 
Anthony Francis Trevor Simms, both of St Helens 
Rugby Football Club, according to The Times, 
_of November 29th. 
<- The Special Commissioners had held that sums 
of £3,000, £1,000 and £200, paid to the three tax- 
payers respectively, on their signing forms of regis- 
'tration as professional footballers, were not advance 
remuneration but were merely inducements to them 
to abandon their amateur status and thus put them- 
selves in a position where they were capable of being 
employed. Allowing the Crown's appeal (farrold v. 
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Boustead) his lordship said that one had to look at the 
agreements. The £3,000 was expressed to be in con- 
sideration of Mr Boustead signing the form. The only 
consideration given for the £3,000 was the agreement 
to play for the club. The £3,000 was payable by 
reference to the services that the player was to render 
to the club; it was in the nature of a reward for future 
services. 

We might perhaps add that here is another indica- 
tion of the unhappy lot of the Schedule E taxpayer. If 
Mr Boustead had had to pay £3,000 in order to be 
able to render services to the club, his prospects of 
having it allowed as a deduction would be precisely 
nil. | 


THE PROFESSIONS AFTER BUCHANAN 


du report of the Committee under the chairman- 
ship of Professor Colin Buchanan called Traffic 
in Towns! has made a notable impact on the public. 
This is partly because of the enormity of the problem 
which the Committee has faced up to and partly 
owing to the constructive nature of its approach. It 
has accepted the fact that the motor-car is both a 
menace and a desirable private means of transport. 
It is, therefore, the beginning of a line of thought 
rather than the end. It is not likely that by itself, and 
without a good deal more work and propaganda on 
the need to adjust urban life to the problem of 
congested traffic, any official action is likely to be 
forthcoming in the foreseeable future. 

The Buchanan Report emphasizes the traffic- 
creating role which towns play in the motor-car age. 
It provides an invitation to everybody, including the 
professions, to think of the organization of their 
offices in relation to their private lives and the con- 
venience of their clients against the background of 
radical urban development. It is readily assumed 
that professional people must be at the centre 
because they must be where commerce is created and 
the convenience of clients’ dictates. But where will 
the centre be if we plan our cities primarily in 
relation to road systems, slum clearance programmes 
and approved official densities? Will it be more 
convenient in ten or twenty years’ time to work as 
well as live away from the centre? 


NATIONALIZED INDUSTRIES' CAPITAL 
INVESTMENT 


HE latest issue of the Bulletin for Industry for 
A. November summarizes the recent record of 
capital investment in the nationalized industries and 
what is expected of them in the future so far as return 
on capital is concerned. It is pointed out that these 
industries now employ 8 per cent of the labour force, 
have assets of £8,000 million, and an annual invest- 
ment programme which for the fiscal year 1963-64 


will exceed {£1,000 million. By 1964-65 the annual 
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investment expenditure of these industries is expected 
to be nearly {£1,200 million, and over the ten years 
1955—56 to 1964-65 their annual investment expendi- 
ture will have more than doubled in money terms. 
The biggest recipient of capital investment is 


electric power which is accounting for 7o per cent of ' 


the increase in investment of all nationalized industries 
between now and 1964-65 owing to the building up of 
the main transmission system to meet the growing 
demand expected from the increase of the national 
income to somewhere near the N.E.D.C. level of 
4 per cent per annum in the years ahead. Investment 
of the gas industry will go up sharply in 1963-64 to 
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supply larger quantities of gas, to provide storage 


- capacity and to install new plant using new processes. 


The other big customer for capital is the Post Office. 
The Bulletin goes on to say that it is the Govern- 


ment's policy to improve financial results by higher^ 


efficiency and lower costs. Good progress has been 
made in this direction in the coal industry and electric 
power. The gas industry is expected to do the same 
in the immediate future and British European Air- 
ways have now a good record. The Bulletin does not 
deal with the less successful industries which are 
now in the throes of reorganization, notably the 
railways and British Overseas Airways Corporation. 





This is My Life... 


by An Industrious Accountant 
CHAPTER 201 


WAS feeling tired and depressed after a long, cold 
day. From early morning I had been engaged with 
our chairman on a preliminary draft of a plan for 
disposing of the bulk of his estate among his heirs-to- 
be when he retires. Hzs plan, he calls it, but it was, in 
fact, inspired by our auditor, who designed it 
brilliantly to save the chairman's estate a mint of duty 
and tax in the years to come. It’s really a masterpiece. 
- Masterpiece or not, it was hard going explaining it to 
the Old Man. He's just a tiny bit suspicious of finan- 
cial experts. The thought of actually giving away his 
property, even by trust deed, even with all the built-in 
safeguards, “wherefores’ and ‘whereas’s’, makes him 
nervous. He shied away from action two or three times 
before, like one of his own restive hunters, but he had 
to come up to the jump once and for all. Hencé our 
Visit to town. 

We'd talked to his solicitor, his banker, his 
stockbroker, and again to his auditor, and slowly it 
dawned on the Old Man that under their expert 
guidance he'll be a lot better off. The blueprint shows 
the savings. We'd listed his previous piecemeal 
donations and absorbed them in a master plan, and 
his future income is happily adequate. Farewell to 
his old system of giving presents of securities to his 
nearer relatives, accompanied by transfer forms which 
they signed and returned to him, thus enabling him 
to retract the gift at a moment's notice. Farewell to 
the old friction and uncertainty; prudent planning 
and accountancy has brought peace and prosperity, 
like one of those old Punch drawings of the lady with 
the cornucopia. 

Now he'd retired to his club to brood over his 
stripping operation, and I had some three hours to 


kill before he rejoined me, to return home together 
on the late train. 

It's ditficult to kill time in the evening in a strange 
town. Often as a travelling auditor in the provinces I'd 
found it most wearisome, strolling around window- 
shopping or having a lonely drink in a strange bar. 
Studying for exams in bleak commercial rooms is a 
soul-destroying labour, and picture-houses can pall 
rapidly. It seems a pity that accountants can't organize 
some sort of rendezvous in towns throughout the 
country, where they may foregather together soctably. 
If notan 'exclusive', perhaps a joint venture sponsored 
with other professions and/or the Chamber of Com- 
merce might be arranged. Perhaps a friendly inn like 
the Student Prince in Heidelberg, perhaps a smoking 
room like Kipling's, where ‘sometimes you hear why 
things are done’. 

It's impossible, of course . . . it would never work. 


The difficulties would be enormous. But it would be a~ 


godsend to many accountants, and particularly to shy 
young articled clerks (or aren't there any these days?) 
inexperienced in travelling. 

In the event, I spent an hour or so in a small 
second run cinema, and felt a lot better when I came 
out. There had been a vintage Laurel and Hardy 
which had the audience in hysterics. They wore 
nightshirts and bowler hats, were chased by a gorilla 
and by the husband of a blonde with a gun, and... 
anyhow, it was marvellous. Then followed the main 
feature, a hair-raising melodrama about an unscrupu- 
lous financier who married a mysterious beauty for 
her money. Unfortunately for him, she became a 
werewolf at the full moon. . . . Still, it served him 
right for not consulting his accountant earlier. 
Estates or estate duty, it pays to have an auditor 
examine the assets, though the werewolf's were of a 
nature not normally covered by textbooks. 

As I sat waiting at the station for the chairman who 
was very late, it wasn't easy, watching the passing 
crowd, trying to guess which were accountants and 
which were werewolves in disguise . . . then I roused 
with a start at the chairman's vigorous shaking of my 
shoulder and peevish remark that we'd miss it if I 
didn't look sharp. 


-- 


A 
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Finance and 
Commerce 


Vanished Surplus 


HIS week’s reprint of the accounts of J. Hepworth 
& Son Ltd, the multiple tailoring group, needs 
to be considered, in the first place, with reference to 
the comment made in ‘Finance and Commerce’ on 
December 29th last year. We asked then what ‘and 
surplus’ meant when it was part of ‘future taxation’, 
The 1962 accounts in the parent company's balance 
sheet gave a figure of £164,000 for ‘Future income 
tax, being that due for the year 1963-64 and surplus'. 
What was additionally intriguing was that there was 
no 'and surplus' in the consolidated balance sheet but 
there was a reference to a note which stated that 
‘Future taxation includes the liability for the year 
1963-64 and surplus in respect of the parent and sub- 
sidiary companies’. | 
Whatever 'and surplus' referred to.— and the point 
was never cleared up - it has disappeared from the 
latest. accounts which in both the parent and con- 
solidated balance sheets simply give the item ‘Reserve 
for future taxation'. Either there is no surplus to be 
considered this time or this column's seed fell on 
fertile ground. 


Centre Development 


As he did a year ago, Mr R. E. Chadwick, the chair- 
man, deals at some length with the problems of 
property ownership, development and valuation. A 
year ago he referred to the dangers of monopoly 
developments in town and city centres, with special 
reference to local authorities handing over projects to 
developers who charge rents which are often un- 
economic to traders. 

This year he records the pionéering by the City of 
Leeds of a much more equitable method whereby the 
local authority has compulsorily acquired only those 
properties needed to form new amenity benefits to 
accord with the overall scheme. "They have accepted 
the principle', he says, 'that if the freeholders of the 
remaining properties in the area are willing to re- 
develop to a common plan, they can do so if they make 
an equitable contribution towards the cost of the 

common parts and such betterment as may result 
` therefrom.’ l 

Approving this scheme, Mr Chadwick says that 
the board would ‘welcome schemes of this nature if 
other local authorities would follow this example’. 
This new look to town centre development coincides 
with Hepworth’s centenary, an occasion used for a 
glance at the financial history of the group. 
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Property Values 
Keeping the view on Hepworth’s properties in recent 


years, properties with a book value of some Jos 


million were valued at just over £5 million in 1955. 

Last year, for a debenture issue, certain properties 
were revalued from £524,750 to £839,450, which is 
the equivalent of a compound increase in capital of 
o per cent per annum. To apply this percentage 
annually to all properties and then arrive at an 
estimated up-to-date valuation would be a gross over- 
simplification. 'The only proper way of valuing the 
properties, the report says, is through professional 
valuation ‘at a cost not considered at present justi- 
fiable. But the sample figures 'do broadly indicate 
that the company's increase in real wealth over the 
past few years owes much to the unshown benefits of 
property investment in addition to all those activities 
whose results pass through the profit and loss 
account’, 

Figures are provided in the report showing that, 
even if the trading company of Hepworths I.td made 
no profit at all on tailoring but merely paid its rents, 
the parent company, from its property investment 
returns, could pay all its preference dividends plus a 
63 per cent ordinary dividend; and two-fifths of this 
income comes from tenants outside the group. 


Auditors Criticized 


HE proceedings at the annual meeting of White- 

friars Investment Trust Ltd, at which the accounts 
for the year to April 1962 were submitted, showed 
once again how shaky is the ground on which an 
auditor stands when things go wrong with a company. 
The accounts were adopted; the new board was given 
a vote of confidence. But the auditors were faced with 
adverse criticism from some shareholders, expressed 
in a demand that a change must be made. 

The auditors must have known what was going on, 
it was said. If they did not, then they should have; 
and there was created, for a time, that atmosphere of 
dissatisfaction with the audit service that can so 
quickly take possession of a roomful of worried 
shareholders. 

The auditors, however, bad the new chairman — 
and the confidence he enjoyed — in their support. 
Their report on the 1961 accounts, he pointed out, 
had been qualified. What had the shareholders done, 
he asked, when, in effect, their watchdog had barked? 
Apart from other considerations, a change of auditors, 
he pointed out, would lose for the company the close 
knowledge of its affairs that they had, and which was 
such a great asset to the new board in its work of 
restoration. 

One point, however, remained open: whether it 
may not be worth while in due time to have one firm 
of auditors for the whole group. One shareholder 
asked whether it might be possible for subsidiaries' 
auditors to be present at the next holding company 
meeting, thus highlighting a situation that must be 
faced when more than one firm of auditors is employed 
in a group. 
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Year ended Year ended 
g 3st August 1963 ist August 1962 
£ £ £ £ 
Excess of Trading income over expenditure : S S : i ; ; S : i 638,250 597,837 
Excess of Investment income over expenditure . S , , , ; : . e 248,123 223,986 
Profit before Taxation 2 week 0... NU, 886,413 821,823 
1963 ` 1962 
After charging: £ £ 
Depreciation . ; e e : e e 133,545 122,901 
Amount written off Leasehold Property i . 3,021 4,217 . 
(Mortgage Interest . d x i " : 36,463 36,087 
interest on Debenture Stock S " S : 32,301 24,426 
Capitalisation Expenses . " S : i — | 4,468 
Amount written off Discount and Issue Expenses of 
: New Debenture Stock . " š e : 5,073 — 
Directors' Fees . e : : 2 : 1,800 1,865 
i Directors! Emoluments . J , d 2 26,786 23,396 
i 238,989 217,360 
Less investment income: 
A Trade D D D WS . . a — — 
i Other * ` ` » D . e. 98 43 
1 ; 
t 
‘Deduct Taxation: : 
Income Tax D D . ` D e D e e D 4 D w E D 368,149 317,347 
Profits Tax A e 2 : ; i d : P e " , ? e 138,485 506,634 127,500 444,847 
‘Group Net Profit after Taxation carried to Appropriation Account ` S S " A $ 379,779 376,976 
APPROPRIATION ACCOUNT E 
‘Balance brought from Profit and Loss Account . . : ] í i i : 379,779 - 376,976 
Deduct Dividends (less tax): " 
Preference Dividends to 3Ist July, 1963 e P S " s : ` A " 54,972 54,972 
Interim Dividend of 574 on ‘A’ and ‘B’ Ordinary Shares , a * : : é ; 39,812 j 32,813 
Proposed Final Dividend of 124% on ‘A’ and ‘B’ Ordinary Shares . ` e S " 99,531 194,315 79,625 174,410 
Balance of Profit retained in business " $e. ns $^ cds d * i : ; i 185,464 202,566 
Of which: 
Transferred to Revenue Reserve , 
Parent Company . à ; : , " i " f . ; ; ; 130,000 150,000 
Subsidiaries " n 3 T $ S n : : , i ; S 30,000 . 160,000 20,313 170,313 
Addition to Balance on Profit and Loss Account . . 
Parent Company . d e S i , ü i S " S i n 2,021 8,576 
Subsidiaries š j e : e š : A iw S e S s 23,443 25,464 23,677 32,253 
185,464 202,566 








NOTES ON THE ACCOUNTS 





I. No Depreciation has been written off the Freehold Properties. 


2. J. Hepworth & Son Limited have given a guarantee on behalf of its Subsidiary Company, Hepworths Limited, to Barclays Bank Limited in respect of any 
overdrafc to the extent of £500,000. ] , 


3, The amount of outstanding contracts for capital expenditure not provided for in these Accounts is estimated as follows: 


J. Hepworth & Son Limited (Parent Company) £141,991 (£96,346 in GE 
Hepworths Limited (Subsidiary Company) £51,605 (£36,086 in 1962 


4. Capitel Reserve: The surplus on the Freehold and Leasehold Properties realised during the year under review has been added to the Capital Reserve 
Account. The tax-free distribution of 2} per cent on the ‘A’ and 'B' Ordinary Shares, recommended by the Directors and amounting to £32,500 has been 


charged against the Capital Reserve. 


5. Debtors and Payments in advance, . 
Under this heading there is included £43,493 in respect of payments on account of work carried out by the Subsidiary Company, Hepworths Limi:ed, 
on its fixed assets. The comparative figure in 1962 was £112,860. 


-6, There is a contingent liability of the Subsidiary Company, Hepworths Limited, of £58,448 in respect of hire rental of office machinery payable on or 
c before the expiration or sooner determination of the hire rental agreement. i 
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j HEPWORTH & SON LIMITED 
: CONSOLIDATED BALANCE SHEET 3ist AUGUST, 1963 





CAPITAL EMPLOYED 
PREFERENTIAL CAPITAL OF PARENT COMPANY 
(Authorised and issued) 
6% Cumulative Preference Shares of £1 each z 
795 ‘A’ Cumulative Preference Shares of £1 each . 
10% "BI Cumulative Preference Shares of 10/- each 


ORDINARY CAPITAL OF PARENT COMPANY 
(Authorised and Issued) , 
650,000 ‘A’ Ordinary Shares of IO. each . à ‘ 
1,950,000 'B' Ordinary Shares of 10/-each . " 


DEBENTURE STOCK: £1,000,000 53% piest Mortgage 
Debenture Stock 1979/84 , 

RESERVES: 
Capital Reserve (See Note 4) . F e 
Revenue Reserves: 

£359,146 Parent 

£855,000 Subsidiary 1963 


Genaral £229,146 Parent 
£825,000 Subsidiary 1962 
Profits carried forward e » : " 
Reserve for future taxation . ` , : 
EMPLOYMENT OF CAPITAL 
FIXED ASSETS, namely Property and Plant 
Freehold Properties at cost . e i ; e 
Leasehold Properties 
Cost of Acquisition : . e £ " 


less: Depreciation to date . : . å 


Less: Loans on Mortgage . s A . S 
TOTAL NET PROPERTY e 
4 4 


Factory and Retail Plant, Shop Fittings and Office Equipment 





€ 
1,214,146 
. 115,523 
397,311 
uae 77,479 
. ` 1,932,051 


At the net amount standing in the Company" s books on [st July, 


1948, or at cost . e : t S 
less: Depreciation to date . á " à 


CURRENT ASSETS 


Stock in Trade and Work in Progress . ; i ; ; 1,741,250 
Debtors and payments in advance. (See Note 5) . " R 5 524,197 
Cash at Bank . S z S " e e d P i 24,214 
Cashin Hand . s ; " ; 7,345 
Less: CURRENT LIABILITIES 
Creditors, deposits and accrued liabilities — . ; ; 821,002 
Bank Overdraft . S ‘ š S ^ a . S — 
Income Tax due up to 1963/64, and Profits Tax to Balance Sheet ds 571,535 
Mortgage Interest (gross) ` : . ; i e 14,869 
Dividends (net) . ‘ i ; : . ; 132,031 
OTHER ASSETS 
Discount on Debenture Issue. : ; S ; " >  . 41692 
Less Amount written off  . "pw ; " g d . 4,169 
Expenses on Debenture issue . : s à S à à 9,038 
Less Amount written off. S i ; E : S " 904 


* 


H 


. 1193,188 











1963 . 
£ - 


100,000 
500,000 


487,500 


325,000 
975,000 


217,925 


1,329,669 





4,079,463 


319,832 


_ 4,399,295 


575,880 
3,823,415 


738,863 


4,562,278 





2,297,006 


1,539,437 


37,523 


8.134 


1,087,500 


1,300,000 


i ,000,000 


1,547,594 
430,410 
5,365,504 


4,562,278 


757,569 
5,319,847 


1,054,146 


90,059 





320,511 
74,458 





1,832,691 
1,100,348 





1,911,281 
434,501 


6,791 


et 


746,732 
618,059 
480,968 

15,045 
112,125 





1962 


325,000 
975,000 


211,060 


1,144,205 





3,829,844 


246,053 


4,045,897 
575,880 


3,500,017 


732,343 


4,232,360 


Bette 


2,352,573 


1,972,929 


a eA. 


1,087,500 


1,300,000 


444,109 


1,355,265 
425,130 
4,612,004 


—— rn 


4,232,360 


379,644 


dum r 


4,612,004 


4,612,004 


Tack cn 


i 
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CITY NOTES 


i Ka resilience of the stock-markets is undoubtedly 
impressive. Far from being depressed by recent 
events and their possible political implications, 
investors seem to have been spurred by them. 

The small investor, in particular, apparently sees 
no reason to be deterred from his course of equity 
buying. It was small buying which immediately lifted 
the market after its sentimental fall a fortnight ago. 

December reviews by: leading London stock- 
broking firms place the accent on the merits of selec- 
tive equity buying rather than on any need to con- 
solidate profits at this particular stage. The buying 
accent; admittedly, is placed on 'selectivity' but even 
taking that point into account the range of shares put 
forward.as potentially worth support covers a very 
wide spread of industry. 

There is remarkably little inclination to talk in 


terms of home political doubts on any prospective 


change in Government. Whether or not such doubts 


will come into investment reckoning in the new year 


remains to be seen but there are certainly no deep 
doubts on that score at the moment. 

Wall Street's performance in the past two weeks 
has materially assisted the London market's tone and 
in New York there is vigorous confidence in the 
market prospect. In their present defiant mood both 
New York and London could well maintain their 
strength, but the feverish nature of that strength is 
itself a shade disconcerting. 

a e * * 

HE ramifications of those institutions peculiar to 
London - the merchant banks — range far and 
wide. A reminder of their extent is provided with the 
formation of Interproperty Holdings A.G. in 
Zürich as a subsidiary of Intershop Holdings A.G., 
formed eighteen months ago. Intershop was formed to 
provide finance for store development in Europe. 


Interproperty extends the interest into commercial 
and industrial property financing. 

The London merchant banks associated with these 
developments are Hambros Bank and J. Henry 
Schroder Wagg & Co. 

* e e e 
HE Machine Tool Trades Association, coun- 
ting on buoyancy in export orders but flatness in 
home demand, appeals for a phasing of home market 
orders now rather than a flood of orders later. Home 
market inquiries suggest ‘a substantial volume of 
potential business but, as yet, inquiries have not been 
translated into firm home orders, The invariable 
tendency is for home business to come in lumps with 
the inevitable pile up of business and pressure on 
capacity. The machine tool industry is then faced with 
buyers all wanting short date delivery. 
* * - $% * 


R IAN MACDONALD, chairman of the 
National Commercial Bank of Scotland, has 
opened a debate which is likely to be continued at some 
length in the new year when leading bankers make their 
annual statements. Mr Macdonald, in his own state- 
ment, puts some views on the subject of competing 
for deposits, a subject on which the Governor of 
the Bank of England has already spoken. 
Mr Macdonald's idea is that interest on deposits 


could be on a sliding scale in line with the period for . 


which the deposit is made, instead of one overall interest 
rate. On the other side of the account he has ideas of 
charging higher loan rates for what he calls ‘hard core’ 
borrowing. Some industrial companies running con- 
sistent overdrafts should pay more for what is 
virtually built-in, cheap loan capital. 

There is no suggestion that this Scottish bank is 
going to introduce anything on these lines on its own, 
When banks change they usually all change together. 


RATES AND PRICES 


Closing prices, Wednesday, Decemher 4th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


Bank Rate ` 
Dec. 8, 1960 59, Mar. 8, 1962 5195 
July 26, 1961 af Mar. 22, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 43% 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Treasury Bills 
Sept. 27 £3 13s 5°88d% Nov.1 £3 158 5:08d% 
Oct. 4 £3 12s 487d% Nov SR £3 °15s o62d% 
Oct. it. £3 128 4°32d% Now te £3 15s o68d% 
Oct. 18 £3 148 2:36d9; Nov.22 £3 158 oœnd% 
Oct. 25 £3 14s 10°70d% Nov.29 £3 148 9'42d% 
Money Rates 
Day to day 24-319, . Bank Bills : 
7 days 3195 2 months 34-3 Ë % 
Fine Trade Bills 3 months 34-3 Ë do 
3 months 5-54% 4 months 3£-3 RG 
4 momi T^ 6 months 356-47. 
mon 5 o 


Foreign Exchanges 
New York 2-79 Frankfurt rr 
Montreal 2orh Milan 17404 
Amsterdam 10°08 Oslo 20:011 
Brussels 139°404 Paris 13°70} . 
Copenhagen 1929 ^ Zürich 12:07 

Gilt-edged 

Consols 4% 674 Funding 3% 59-69 
Consols 24% 43 Savings 395 60-70 


Savings 39$ 65-75 8i& 
Savings 24% 64-67 — 9ii 
Treas’ry 54% 2008-12 95k 
Treasury 5% 86-89 git 


Conversion 6% 1972 107 
Conv'sion 5194 1974 100 
Conversion 594 1971 101$ 
Conversion 34% 1969 945 


Conversion 34% 59 Treasury 34% 77-80 79 
Funding 5$% 82-84 100} Treasury 33% 79-81 79} 
Funding 4% 60-90 94 Treasury 24% 43 
Funding 34% 99-04 67% Victory 4% 9 
Funding 3% 66-68 922 War Loan 3196 - 58% 
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Why 
are the 
Armstrongs 
moving ? 


Each of us knows someone, now retired, who 
finds his pension totally inadequate. The pen- 
sion fund to which Mr Armstrong contributed 
for over forty years wasn't planned to cope 
with continual increases in the cost of living. 
That's why they are forced to move from a 
pleasant house to a tiny flat. 


. The new Crusader Growth Pension Plan, 
however, has been specially designed to ensure 
that funds do meet the increased cost of living 
after retirement. Through it, employers invest 
their own and their employees' contributions 
in a specially designed ‘Growth Fund’ which, 
as its name implies, is built up of growth 
investments. 

Both the capital appreciation and the interest 
yield are allocated. to member funds. Distribu- 
tions of profits are made every five years, and 
trustees can also distribute bonus pensions to 
members, either before or after retirement. 


.. Af you as an employer can only offer, or as an 

bemployee only look forward to a future as 
uncertain as the Armstrong’s, you should get 
in touch with the Group Pensions Department, 
Crusader Insurance Co Ltd, 52 Lime Street, 
London EC3, telephone number MANsion 
House 4851. i 
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You can always get your money 
out of the Leicester Permanent 
very quickly 

—once you get past the crowds 
of people rushing to put theirs In. 


LEICESTER PERMANENT BUILDING SOCIETY 
` Head Office; WELFORD PLACE, LEICESTER 
London Office: 49 PARK LANE, W1! 





; THE 
xx. ACCOUNTANT December 7th, 1963 


Introductory classes - 


H. FOULKS LYNCH & CO LTD 


The Accountancy Tutors 


FULL-TIME INTRODUCTORY GLASSES 
C IN LONDON — 


FOR NEWLY ARTICLED CLERKS 


The classes are of three weeks' duration and are designed to provide students in the early months of articles 
with a clear understanding of the elements of accounting, auditing and business practice leading, in conjunction 
with their correspondence courses, to the examinations of 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 


As the class commencing on December 2nd is already fully booked, a further class has been arranged to 
commence on MONDAY, JANUARY 6th, 1964. Particulars of this class will be supplied on application to the 
Secretary. ' - 


4-7 CHISWELL ST, ECI Tel: MON. 0255 


The Institute of Internal Auditors | 


(Incorporated in November 1941 under the laws of the State of New York.) 


The Institute is the outgrowth of the belief on the part of internal auditors that an organization was 
needed to develop the true professional status of internal auditing, and that a medium should be provided 
. for interchange of ideas and information among those engaged in its practice. 
The Institute has seventy-five Chapters distributed in four Continents with a total membership of 
over 5,000 representing 2,300 organizations. 


UNITED KINGDOM ^ -—- 
Chapters meet in London, Manchester, Newcastle upon Tyne, Birmingham, Glasgow, Yorkshire (usually 
meeting in Leeds). 


EIRE 
The Irish Chapter meets in Dublin. 
CLASSES OF MEMBERSHIP | 
(a) Members. - Open to persons who are responsible in a managerial or supervisory capacity for the 
Internal Auditing activities with their organization. 
(by Associate Members. — Open to practising accountants and others whose work is closely related to 
Internal Auditing. i 
(c) Junior Members. - Open to persons who perform internal auditing functions but have no administra- 
tive or supervisory duties in connection therewith. 
Membership includes the receipt of a quarterly periodical, annual conference papers and research reports. 
Fifth European Regional Conference — Great Malvern, Worcs, October 14th, 15th and 16th, 1964. 


Inquiries should be addressed to the 
DIRECTOR RESIDENT IN THE U.K., MR J. O. DAVIES, THE CHIEF INTERNAL AUDITOR OF THE 
NATIONAL COAL BOARD, HOBART HOUSE, GROSVENOR PLACE, LONDON SWI. 
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Reviews 


Accounting in England and Scotland, 1543-1800 


By B. S. Yamey, B.COM., H. C. EDEY, B.COM., F.C.A., 
and Hoon W. Tuomson. (Sweet & Maxwell Ltd, 
London. 3 guineas net (U.K. only).) 


*Choose a place remote from noise and the eyes of 
strangers’ is among Dowling’s ten general directions 
for keeping ‘a ledger regularly’. Another is to “write 
fair, without great heads or tails to your letters’ and 
clerks are also advised ‘never raze or cross an article, 
tho’ a mistake should happen . . . but mend the error 
by a new post’. These delightful precepts are con- 
tained in one of the hundred extracts from thirty-one 
books on accounting published before 1818 which 
form the first part of this interesting anthology. The 
compilers have made their selection in such a way as 
to give the reader a clear view of what the authors of 
the included works ~ mainly business men, book- 
keepers and teachers ~ thought about accounting and 
how they set about explaining the processes involved. 

The second part of the anthology consists of a 
survey of books on the subject published in English 
up to 1800 followed by a description of eight sets of 
extant account books of the seventeenth and eight- 
eenth centuries. The inquiring reader Can thus make 
comparisons between the. theoretical exhortations 
offered and their practical application and, to round 
off, there is an excellent bibliography covering the 
same period. The list does not pretend to be de- 
finitive but is thought to be more nearly complete 
than any yet attempted. 

Messrs Yamey, Edey and Thomson are fortunate 
in being historians in a field rich in human associa- 
tions. What comparable matter of compelling interest 
will their successors, a hundred or so years hence, be 
able to derive from the soulless coils of magnetic tape 
now being accumulated in the libraries of computer 
centres? ' 


Carter’s Advanced Accounts 
Fifth edition by DOUGLAS (GARBUTT, A.C.LS., 


A.C.W.A. 
Key to Carter's Advanced Accounts 
By R. A. GOODMAN. 


(Sir Isaac Pitman & Sons Ltd, London. 17s 6d and 
275 6d respectively.) 


This well-known work makes a welcome reappearance 
ain a new edition, and must be of great use and merit 
for the student of accounting. 

In any comprehensive book, however, the scope 
alone dictates that it cannot be revised too frequently. 
This book was first published in 1919 and there are 
sections which even yet could benefit from a more 
radical revision. 

'There are useful chapters on cost accounting and 
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interpretation of accounts, but there are few indica- 
tions of the existence of the detailed recommendations 
of The Institute of Chartered Accountants in England 
and Wales. In the writing, too, the use of the term 
‘firm’, with its professional connotation, to describe 
a company can be confusing. 

Particularly helpful to students are two excellent 
chapters on stockbrokers and investment accounts, 
and on the treatment of income tax in accounts. The 
chart illustrating cash circulation and the example 
of a cash budget are most clear. 

The Key to this work consists of full model answers 
to some seven hundred examples given in the main 
work. These are well chosen and will assist students 
who find, as many do, that working through examples 
in detail is the best way of learning. 

For teachers of accounting, too, the general 
arrangement of these two books must make them most 
helpful, while the price is well within the reach of the 
student’s pocket. 


Rating Appeals (1962) 
Edited by F. A. AMIES, B.A., F.C.1.S., F.R.V.4. (Rating 
and Valuation Association. London. 45$ post free.) 


It is quite evident from current Press reports that the 
repercussions of the 1965 revaluation will be felt for 
a long time yet. Quite apart from householders in 
various parts of the country, industry has some 
grounds for complaint, too. Appeals have been lodged 
and many secretaries and accountants of companies 
involved in these cases may be glad of an opportunity 
of seeing how the rating Acts work out in practice. 

This volume of cases decided during 1962 provides 
a fascinating range of topics from Mormon temples 
to parking sites, from car showtooms to offices, 
refrigerating plant to kilns. The entire work is 
admirably produced and well indexed. 


Intermediate Accounting 


By Professor G. A. WELSCH, PH.D., C.P.A., Professor 
C. T. ZLATKOVITCH, PH.D., C.P.A., and: Professor 
J. A. Wong, PH.D. (Richard D. Irwin, Inc., Home- 
wood, Illinois. $10.) 


This substantial work has been prepared by three 
professors of accounting of the College of Business 
Administration at the University of Texas. It is 
designed, as its title implies, for students during the 
second and third years of college studies. 

It is divided into logical chapters and — as is usual 
in such American books — approaches its subject by 
a philosophical examination of accounting concepts 
(or, as it prefers to call them, postulates) and from 
Es puts the arithmetic of book-keeping in its proper 
place. 

There are plentiful well-chosen examples taken 
from C.P.A. examination papers and many references 
to the works of other authors in the U.S.A. (though 
none apparently from the United Kingdom), includ- 
ing several from official publications of the Ámerican 
Institute. In the earlier chapters one is surprised and 
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somewhat disappointed at the negative approach to 
the problems of changing money-values, which seems 
at variance with the tenor of the proceedings at the 
International Congress in New York in 1962. 

However, this is perhaps one of the few flaws in 
an otherwise excellent training book for students of 
accountancy. The problems set forth are of universal 
application and their solution involves the same 
principles as in the United Kingdom. It is interesting 
to compare the terminologies of the two countries in 
accounting for profit or loss without losing sight of the 
underlying arguments being put forward. 

The problem of money values reappears on, page 
810 for a further brief discussion before the authors 
turn to comparative figures, accounting ratios, fund 
statements and cash flow statements. ' 

Accountants in Britain and elsewhere. just past 
examination stage would benefit from reading this 
book. Reading it earlier, however, could well tend to 
confuse students because of unfamiliar terminology 
and differences in definition. 


Sunshades in October 


By Norman Macrae. (George Allen & Unwin Ltd, 
London. 30s net (U.K. only).) 


The sub-title of this book by a financial journalist is 
‘An analysis of the main mistakes in British economic 
policy since the mid 1950s’. The basic charge is that 
the 'stop-go' policies of recent years were applied as 
the result of the failure to distinguish between the 
classical effects of cutting back consumption in the 
old-style economy and its repercussions on the level 
of production in today's capital intensive economy. 
This failure in analysis is attributed by the author to 
the fact that those responsible for policy were too 
much influenced by the economic teachings of the 
10308. . 

Mr Macrae rightly devotes a substantial section of 
his book to the balance of payments problem which, 
in his opinion, is seriously aggravated throughout 
the world by the inadequate supply of international 
liquidity. For him, the solution lies in the creation of 
additional funds through the medium of one of the 
international agencies, and allowing the £ sterling 
exchange rate to float. For the reader who is familiar 
with the economic debates of the past, Mr Macrae 
provides some lively thoughts. 


Business Economics 


By J. Bates and J. R. Parkinson. (Basil Blackwell, 
Oxford. 30s net.) 


Now that ‘Neddy’ has given its blessing to formal 
management education even the less progressive 
firms in the country will no doubt be sending their 
executives and managers to one-time stately homes 
for management courses. ‘The precise value of such 
courses, or of courses at recognized institutions over 
_ a period of a year, are matters of opinion. This new 
book is aimed at those who attend such courses and 
attempts to give them an understanding, or at least 
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an insight, into what the economist talks about and its 
relevance to business and industry. For good measure 
a few elementary illustrations of econometric tech- 
niques and operations research are included. 

Most of the problems discussed are inevitably at 
boardroom level and this text may help broaden the 
horizons of some directors. It might even help others 
to have an inkling of what their specialist advisers are 
talking about on finance, investment and marketing 
research. 


The Electronic Data.Processing Symposium: 
Olympia, London. October 4th-6th, 1961. 


(Sir Isaac Pitman & Sons Ltd, London. 75s net.) 


This symposium of papers delivered during the 1961 
computer exhibition at Olympia forms a companion 
volume to that issued to mark the 1958 exhibition. 
Even in the few years since that first exhibition, the 
development in the use and application of computers 
in business and administration has been remarkable. 
Nevertheless, while the initial application of com- 
puters in Britain was to commercia] data, the main 
use of computers has spread into other branches of 
the economy, more especially the scientific fields. 
The papers in this symposium are, however, con- 
cerned with computer application in the commercial 
world. Apart from discussing the characteristics of 
computers for different uses including data processing, 


: the papers provide a wide range of case studies in 


applied computer handling and economics. For any 
concern which is contemplating the installation of a 
computer at some future date, a reading of these 
collected papers will provide a sound background of 
knowledge against which intelligent questions may 
be asked of suppliers, and will contribute to the right 
selection of computer. 


Politics and Economics: Papers in Political 
Economy 


By Lord Robbins. (Macmillan & Co Ltd, London. 
25s net.) 


For anyone who occasionally must read the learned 
economic journals, the pages of which are nowadays 
laden with jargon, mathematical models and theorems 
of doubtful utility, Professor Robbins's writing comes 
as a refreshing draught of clarity of exposition and 
simplicity of style. Even in the lightest of these 
collected essays, and some are very light, there is 
undeniable polish and style in argument and expo- 
sition, They range from a long essay on the relations 
between politics and economics to book reviews, 
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covering topics as diverse as taxation, international ^Y 


trade, the dollar shortage and the role of the State as 
patron of the arts. The author here reveals his views 
in distinct roles of economist, political philosopher 
and liberal thinker. While one may not always agree 
with Lord Robbins's viewpoint, one can but envy 
the clarity of thought and facility of expression 
evident throughout these pages. 


December 7th, 1963 


Market Theory and the Price System 


By I. M. KIRZNER, PH.D., M.B.A,, B.A. (D. Van 
Nostrand Co Ltd. London. 52s 6d.) 


Intended as an undergraduate textbook, this work by 
an American don is devoted to an examination of the 
workings of price mechanism in the market-place. Its 
object 1s to explain the basis of resource allocation in 
a free economy. The exposition is clear and thorough 
throughout. From the student's point of view, 
however, the book will give him only one part of his 
course in economic theory, although if he worked 
through the argument he would really know something 
about the price mechanism. 

The author dedicates the book to his teacher 
Ludwig von Mises and be has obviously been influ- 
enced by him. Many economists would argue that as 
much importance needs to be attached to the insti- 
tutional and structural factors in the market-place, as 
to the price mechanism, even in a textbook. 


Industrial Growth and World Trade 


By Alfred Maizels. (Cambridge University Press, 
London. 75s net.) 


This important research study has been prepared 
under the auspices of the National Institute of 
Economic and Social Research. Its primary purpose 
is to examine the consequences of the determination 
of the new nations with their under-developed 
economies to diversify their economic structure and 
develop new industries. Dr Maizels examines the 
changes in the imports of developing countries con- 
sequent upon such a policy, the repercussions of 
changes in overseas. markets upon the British econ- 
omy, as well as of the intensification of competition 
in those markets from other manufacturing nations. 

The second part of the work examines the effects 
of this industrial development upon individual 
commodities, in particular, metals, capital goods, 
chemicals, durable consumer goods, textiles and 
clothing. This is a very substantial and not always 
easy to read study, so comprehensive is the author's 
material and survey. For any business man interested 
in exporting to the emergent countries, or concerned 
with the industries cited above, there is a great deal of 
information contained in. this volume of some 550 


pages. 


SHORTER NOTICES 


FosrER's SunRTAX TABLES, compiled by Brian E. 
Foster, F.C.A. (Foster Publishing Co Ltd, Cholsey, 
Berks. 5s net), comprise thirteen boldy-printed pages, 
-size 13 in. by 11 in. which show ‘at a glance’ the surtax 
payable on all amounts of taxable income from 
Á2,001 to £15,000 at the current rates. These useful 
and time-saving tables cover the past twelve years 
during which the surtax rates have, of course, 
remained unchanged. 


PROBATE AND ADMINISTRATION, by L. D. Mackirdy; 
LocaL GOVERNMENT POWERS AND THE CITIZEN, by 
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R. N. D. Hamilton; THE ART OF ABSTRACTING, by 
P. G. Ponder; COMPANIES AND PARTNERSHIPS, by Philip 
Lawton (Nos 6 to 9 in The Doorstep Series. Oyez 
Publications, London. 6s each post free). i 

These booklets are the latest in the Doorstep Series 
intended to give the articled clerk and young recruit in 
a practising solicitor's office some understanding of the 
nature of various classes of work that he will encounter. 
'l'hey are all clearly written, usually by solicitors, and 
there is a strong practical bias where it is relevant. They 
should enjoy a far wider circle of readers than those 
employed in solicitors' offices. 


Learn TO Invest. By Alan B. Chalkley, B.COM., 
A.c.1.8. (Pelham Books, 26 Bloomsbury Street, London 
WC1. 15s net.) This little book by a financial journalist 
is intended for the ‘ordinary man’ with some money to 
invest. It is simply written and gives lots of good 
advice, but it must be conceded that for such readers, 
there are books as useful and much cheaper than this. 


Suaw’s PRACTICAL GUIDE TO VALUATION FOR RATING, 
second edition. By F. H. Gladwin, A.R.V.A. (Shaw & 
Sons Ltd, London. 42s net.) This edition incorporates 
the changes made by the 1961 Rating and Valuation 
Act. Designed primarily as a reference book for those 
engaged in the profession, the exposition is sufficiently 
clear and unburdened with detail to make it useful as a 
textbook for anyone wishing to understand the basis of 
the rating system. 


RECENT PUBLICATIONS 


SPICER & PEGLER’s BOOK-KEEPING AND ACCOUNTS, sixteenth 
edition, by W. W. Bigg, F.c.a., H. A. R. J. Wilson, F.C.A., 
and A. E. Langton, LL.B.(LOND.), F.C.A. xi-+-630 pp. 
IO X 74. gos net. H.F.L. (Publishers) Ltd, London. 

CHALMERS’ SALE or Goops Acr, 1893, including the 
Factors Acts, 1889 and 189o, fourteenth edition, by Paul 
Sieghart, assisted by Harold Burnett, B.A.(OXON.). 

1--290 pp. 9X5. 42s 6d net. Postage 1s 6d extra. 
Butterworth & Co (Publishers) Ltd, London. 

CAPITAL AND Rates OF RETURN IN MANUFACTURING 
Inpustriss, by George J. Stigler. 229 pp. 9$ x 64. 40s net 
(U.K. only). Princeton University Press: Oxford Uni- 
versity Press, London. 

SUTTON AND SHANNON ON CONTRACTS, sixth edition, by 
K. W. Wedderburn, M.A., LL.B. cxx --571 pp. 9x6. 458 
net. Postage 2s 3d extra. Butterworth & Co (Publishers) 
Ltd, London. 

THE ORGANIZATION FOR ECONOMIC CO-OPERATION AND 
DEVELOPMENT. 254 pp. 8x5. Card covers. OECD, 
Publications, 2 Rue André-Pascal, Paris XVIe. 

BurrERWORTH'S INCOME Tax HANDBOOK, Being the 
Amended Text of the Income Tax Acts as operative 
during 1963-64. vi--610 pp. 10X 6. Card covers. 1 copy 
325 6d net, 2 or 3 copies 30s each, 4—11 copies 275 6d each, 
I2 Or over 25s each. Post free. Butterworth & Co (Pub- 
lishers) Ltd, London. 

FreLDHouse's INcowE Tax SiMPLIFIED, thirtieth edition, 
completely revised by H E. D. Ayling, A.A.C.C.A., A.S.C.T. 
79 pp. 7 X s. Card covers. 4s 6d. Arthur Fieldhouse Ltd, 
Premier Works, Paddock Head, Huddersfield. 

WHILLANS’s Tax 'l'ABLES AND Dax RECKONER 1963-64, by 
George Whillans, F.LB., F.T.1.1., F.R.ECON.SOC. IO pp. 
10 X 64. Card covers. 1-5 copies 5s 6d each, 6-24 copies 
5s each, 25 or more copies 4s 6d each. Postage free. 
Butterworth & Co (Publishers) Ltd, London. 





These books may be obtained from, or through, Gee & Co 
(Publishers) Limited, The City Library, 151i Strand, 
London WC2. 


728 


Correspondence 


Letters must be authenticated by the name aud address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
- the opinions expressed. 


Balance Sheet Presentation 


SIR, — On behalf of Park Cake Bakeries Ltd I would 
like to carry the explanation of the form of this 


company's balance sheet one stage further than you 


have done in your comments to Mr A. A. Davies's 
letter in the November 23rd issue. 

. The columnar form of balance sheet was first pre- 
pared on the instructions of Mr K. L. Watson, F.C.4., 
the present chairman of the company, as early as 1948. 
In those days very few shareholders had had the 
opportunity to see other accounts drawn up in this 
way and, as Mr Davies says, the reconciliation of 
balances can be far from obvious. Therefore to avoid 
confusion in the minds of shareholders and in an 
attempt to present as readable a form of accounts as 
possible it was decided to carry the ‘How it is financed’ 
section of the consolidated balance sheet on to the 
right-hand side of the page. In this way the readability 
of the columnar form was preserved and enhanced by 
the simple reconciliation of totals. 

That the normal debit and credit relationship was 
restored by this manoeuvre was quite accidental, but 
I imagine that if the so called "lay-shareholder' still 
exists today, and I am beginning to doubt this from 
my experience of their questions at company meetings, 
then he would be as confused by the difference 
between debit and credit as I am by the backing and 
veering of winds. 

Yours faithfully, 
M. J. H. LEETE, B.A., A.C.A. 
[H. D. Leete & Co, auditors 


Manchester. to Park Cake Bakeries Ltd.] 


The Robbins Report 


SIR, — I am not sure whether I qualify as ‘a section 
of the accountancy profession’, but I will try to help 
Mr K. S. Most on the point made in his letter which 
you published on November oth. 

The Robbins Committee is, of course, quite right — 
‘the loan method (of finance) per se must impose 
exactly the same current use of resources as the 
revenue method’. It is Mr Most’s translation of this 
into ‘the method of finance is unimportant’ which is 
at fault. 

Ar the risk of confusing him further with another 
translation, consider the man who has acquired 
£1,500. From some points of view the method by 
which he obtained it is important — whether from 
past savings, by borrowing, chance or fraud. When 
it comes to spending it, however, he has to choose 
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between a car, a world cruise, his children’s educa- 
tion, a good lawyer and so on. If he buys a car, he 
cannot buy the cruise. The benefit from the car 


involves the sacrifice of the children's education. ` 
This is quite unaffected by the way in which the - 


money became available. 

In' th 
whether we raise the money from tax or loans, if 
men build colleges they cannot at the same time 
build hospitals. ‘The method of acquiring funds is 
one matter: the alternative ways of spending them 
is quite another. 

I would hope that on this point all sections of the 
accountancy profession agree with the economist. 


. Yours faithfully, 
E. M. BLAIR, B.COM., A.C. W.A. 
Goudhurst, Kent. 


Tax Appeals 


SIR, — Is it not high time that accountants and the 
Inland Revenue offices ceased to perpetuate the 
abomination of notices of appeal against taxation 
assessments? 

It does seem beyond doubt to me that assessments, 
on issue, could be made to be automatically under 
appeal: d 

(1) unless they had already been agreed; 

' (2) until they have been agreed by negotiation; 


(3) until settled by the appropriate appeal Com- 
missioners. 

In the latter case, of course, by the customary 

formal notice by the Commissioners of a personal 


appearance, which practice has been in existence : 


hitherto. 

There are many items of procedure, and consequent 
waste of time and paper, which we have all gone 
through for more years, than one cares to remember 
and, unless a movement in this direction is made, will 
go on for another century or more; these include: 

(a) letters by Inspectors of Taxes to accountants 
requesting them to send in their requisitions 
for appeal forms; , 

(b) Inspectors’ replies and dispatching them; 

(c) the printing of the forms; 

(d) the completing of the appeal notices; 

(e) the recording of.these notices in both the 
Inspector's office and the accountant's or 
taxpayer's; 

` (f) the consequent filing, 
and so on — ad infinitum. f 

It seems to me that the only formal notice of appeal 
necessary is from a ruling by the General or Special 
Commissioners to the High Court. 


Yours faithfully, 
H H. BRODIE, F.c.a. 
London Ne, "T. 


e wider context of the Robbins Report, 
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Standard Costing 


The Purpose and Calculation of Variances 


HE student is no doubt accustomed to the com- 

parison of figures shown in a profit and loss account 
with those for the preceding year, in an endeavour to 
account for an alteration in the figure of profit. Such 
comparisons, though useful; do not disclose all the 
factors which have contributed to the change, as the 
conventional profit and loss account does not dis- 
tinguish between changes in efficiency, prices, quantity 
of output, or manufacturing losses; it merely shows the 
net result of these factors, with others, on the profit. 

Standard costing is a method of accounting designed 
to assist management in its task of controlling a busi- 
ness. Àn estimated profit and loss account is compiled 
before a period of operation (say, three or six months) 
based on the management's plans. Such an account, 
or budget, becomes the criterion by which operations 
are judged, all deviations being assessed in terms of 
money and classified in accordance with the circum- 
stances which have given rise to them. 

The identification of these deviations (called varian- 
ces) enables management to take the right remedial 
action. For example, if materials have increased in 
price since the standard price was determined, a 
"materials price variance' results, and the attention of 
management is thus drawn to this unfavourable event, 
so that steps may be taken to find an alternative and/or 
cheaper source of supply. 


How a Standard is Compiled 


Before variances are dealt with in detail, it is necessary 
to consider how standards are compiled and how the 
budgeted or standard profit is arrived at. In a simple 
case, the procedure is as follows: 


(i) Output must be estimated, having regard to 
likely sales and the availability of manufacturing 
resources, raw materials, etc. 


(ii) The cost per unit in terms of materials, man- 
hours and variable factory expenses, e.g. power 
for process machinery, must be determined. 
'l'his is done by evaluating the specification for 
the product manufactured at the prices chosen 
as standards for the budget period. 


(iii) The sales price must be determined having 
regard to the cost and quality of the article, the 
prices charged by competitors and similar 

x factors. Based on these considerations and on 
the capacity of the factory (see (1) above) an 
estimated volume of sales will be arrived at. 


(iv) The fixed costs of the business, i.e. those which 
depend on time and not on the. quantity of 
output, must be computed. These costs pertain 
to the provision of the factory. and office organi- 
zations which are an essential prerequisite of 
production. 


Example 





PERIOD 3 
. Budgeted output T 1,000 articles 
Costs per article: Á s 
Materials: 5 lbs. at 4s per lb. D vn 1 0 O0 
Direct labour: 6 hours at 5s per hour 110 o 
Variable overheads .. e Gs IS o 
£3 5 0 
Fixed overheads — Rent, rates, administration 
costs, etc. .. 2a S Gs £1,500 
Budgeted selling price per article .. .. £5 10 0 


From the above, it will be noted that fixed overheads 
per article are £1,500+1,000 or £1 ros. A charge of 
roo per cent of direct labour will therefore absorb 
them, provided that the wages bill amounts to £1,500 
which should only be the case if 1,000 articles are 
manufactured. This level of output should require 
6,000 hours of labour which at 5s per hour will amount 
to £1,500. The unit charge for fixed overheads can 
thus only be assessed if both their absolute amount 
and the budgeted output are taken into consideration, 
whereas the unit charge for all variable expenses is, 
broadly speaking, independent of the volume of 


. production, 


The Budget 


Based on the above data, the budgeted profit and loss 
account for period 3 is as follows: 











` Output (articles) 1,000 
Materials E ex 
. 5,000 lbs. at 4s per Ib. 1,000 
Direct labour 
6,000 hours at 5s per hour 1,500 
Variable overheads 
15s per article 750 
Total variable costs.. Go T dei .. 3,250 
Fixed overheads (100 per cent of direct Jabour).. 1,500 
Total cost M 2. 44750 
Sales 1,oco X to . 5,500 
Budgeted profit £750 


The above budget depends upon a large number of 
assumptions, some or all of which will almost certainly 
be falsified by events. But in the extremely unlikely 
event of everything going according to plan, a profit’ 
of £750 will be shown by the accounts prepared at the 
close of period 3. 

If the budget is carefully prepared, the deviations 
should not be substantial, and therefore a profit and 
loss account may be prepared at the end of the period 
which will reconcile, by means of suitably described 
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variances, the budgeted profit with that actually 
attained. Such an account will disclose to management 
the cost of each factor, whether favourable or adverse, 
which has interfered with its plans to make a profit 
of £750 in this particuler budget period, thus enabling 
those in managerial positions either to take corrective 
action if circumstances are adverse, or to take advantage 
of favourable events (e.g. falls in material prices which 
may lead to price reductions in the finished. article 
with consequent greater sales) which have occurred 
since the budget was compiled. 


Deviations from Budget 


Any of the assumptions or standards may be falsified 
by events, the changes being either favourable or 
adverse to the profitability of the undertaking. 

They may be summarized as follows: 


(a) Changes in prices of the factors of production, viz 
materials, variable overheads and wages. Sales 
prices also may have to be reduced or it may be 
possible to increase them. 


(b) Changes in usage, Better control of waste and 
scrap may result in less material being used for 
a given number of finished articles. 


(c) Changes in factory capacity. For various reasons, 
e.g. the impossibility of obtaining labour, it may 
not be possible to provide the hours of work 
which the budget assumed. If such is the case, 
production will fall and a smaller quantity of 
finished articles will be available to meet the 
sales demand. Alternatively, a fall in sales demand 
may cause stocks to pile up with a consequent 
postponement of the potential profit to a later 
period. In the first case the effective capacity 
of the factory will be reduced, and in the second 
case sales will fall short of budget. On the other 
hand, a strong demand may justify overtime 
working with consequent greater output. Changes 
in production whether upwards or downwards 
will lead to changes in the amount of fixed over- 
heads which can be recovered from production. 
If production is less than standard, there will 
be unrecouped fixed expenses; if greater, more 
fixed overheads than are actually incurred will 
be recovered from production. 


(d) Changes tn factory efficiency. The average output 
per hour worked may alter, either upwards or 
downwards. Better organization, for example, 
may lead to the production per hour exceeding 
the standard. On the other hand, slackness may 
lead to a smaller work content per hour. 


The effect upon profits of each of these factors must 
be shown by suitably described variances, so that the 
attention of management is directed to the proper 
quarter. For example, an unfavourable materials price 
variance would be taken up with the buyer; an 
efficiency variance being the EES of the 
production manager. 


Variance Analysis 


It is now proposed to analyse the variances which arise 
in connection with the foregoing budget, assuming 
that the following profit and loss account was prepared 
at the end of period 3. 
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£ 
Opening stocks and work in progress (W.I.P.) .. — 
Materials consumed 
4,200 lbs. at 4s 6d per lb. e? và .. 945 
Labour 
5,000 effective hours 
200 idle hours — due to a breakdown 
5,200 hours paid for at 4s 9d per hour.. .. 1,235 
Variable overheads .. GN js - .. 640 
Fixed overheads... Nr pii is 1525 
£ 44345 
Sales: 780 articles at £5 145 : 4,446 
Closing stock: 28 articles at den d I33 
Closing W.1.P. 24 articles . 69 
—- 202 4,648 
Actual profit be s E £303 


Note: work in progress at the end of the period is as 
follows: 


£ 
Materials: 24x £1 .. 2 $a T T 24 
The above articles are half completed, therefore: 





£ s d 
Labour: three hours at 5s .. E 15 o 
Variable overheads .. Ss - 7 6 
Fixed overheads: 
IOO per cent of labour .. T I5 O 
24X £117 6 
i 45 
£69 
Method of Approach 
The following important data should be noted: 
(i) The budgeted hours are Se Si .. 6,000 
(ii) The hours paid for are vs Ge +2 5,200 
(iii) The hours value of production is: 
Finished articles Reger? 
808 x6 : .. 4,848 
Work in progress: 
24X3 Ge ss i Se 72 
-— 4,920 


These figures form the basis of the adjustments to 
those accounts which are dealt with in terms of hours, 
i.e. direct labour and fixed expenses. 

It must next be remembered that work in progress is 
always debited with each element of cost at the 
standard appropriate to production achieved. The’ 
difference between the actual cost and that appropriate; 
to production must be reconciled by means of transfers 
to variance accounts. 

"Thus, all debits to work in progress account are 
made at standard cost, and if the account is credited 
with the standard cost of the articles passed into 
finished stock, the balance represents the standard 
cost of work in progress at the close of the period. 
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Workings Work in freres Account i 
Note: A=Adverse variance; F= Favourable variance. Opening balance .. Se 
S Transfers from expense accounts at standard: 
Materials Account Materials en xw 4. de ww S38 
per Direct labour — .. ge - di .. 1,230 
lbs. — ib. £ Variable expenses T js ss -. 618 
: s d Fixed overheads .. ° .. - as .. 1,230 
Consumption .. Sé .. 4,200 4 6 945 
Price variance Ps eS. o T— 6 105 (A) . 3,907 
‘Less Transfer to Finished Stock: 
Standard cost of consumption, 4,200 4 o Bue ` 808 articles at standard cost (£4 155) — .. 3,838 
Accounted for as production: SE 
Completed articles — 808 Closing balance — .. is - ue .. £69 
Work in progress 24 ta 
832X 5 : : Finished Stock Account PN ` 
| T M 32 menn oes TN iu s sé 
: ransfer from work in progress ` E o 3,83 
Uesge vananco "t "t Aus A 58 (A) Transfer to cost of sales account 780 3,705 
Closing balance .. es Kw. us 28 £133 
Direct Labour Account pe Mem 
per 
hours np S Cost of Sales Account PES 
$ d : 
Actual . - 2e .. 5,200 4 9 1,235 E Articles f SE £ 
Rates of p ay variance . gm 3 65 (F) Actual sales .. ge .. 780 5 I4 O 4,446 
Standard cost of hours paid ee 5,200 5 © 1,300 . Sales price variance account — 4 0 156. 
Breakdown variance .. 209 9.9 50 (A) . Sales at standard price .. 780 5 IO O 4,290 
Ege TU h ours i . 50000 § © 1,250 Transfer from finished stock 780 | 415 © 3,705 
ccounted for as pro uction: 
Completed articles (808 x d 4,848 Standard profit on actual sales 780 rm o £585 
- Work in progress (24 X3) . 72 l 
——— Note: Sales have fallen short of the budget of 1,000 by 
4,920 5 © 1,230 220 articles. This results in a variance in profit of 
EM Pee Geom 220 X 15s= f, 165. Such a variance is not brought into 
Efficiency variance — .. SS: 80 5 o £20 (A) the books, but may be shown in the profit statement. 
Profit Statement . 
Variable Expenses Account p Fig 3 ` 
Actual . - & , Se .. Budgeted profit à .. 1,000 750 
Accoun e cs S E PC " Less Sales quantity variance .. 220 165 
o8 at 155 each 2. e i o 
20302264 cach i e : Standard profit on actual sales .. 780 (55 585 
615 ^ A Add Sales price variance (780 at 45) 156 
Price variance EL T £25 (A) 741 
Weer Manufacturing variances: 
| og Favour- 
Fixed Overheads Account e able 
Hours s d L-- Materials ast s .. 105 
Actual .. 25 T oom: 1,525 Usage . be Bes 8 
Price variance " e rm 25 (A) Direct labour: 
Rates of pay D vg 65 
Budget .. d x .. 6000 5 oO 1,500 Breakdown .. SÉ: T 50 
Capacity variance Efficiency .. T as 20 
(6,000 — 5,200 hours) .. 800 5 o 200 (A) Variable expenses: 
— etm - Price Aë T 25 
Standard EEN to noun Fixed overheads: 
paid for : 5,200 5 o 1,300 Price . V» T s 25 
d Breakdown variance .. `.. 200 5 0 so (A) Capacity s e +2 200 
l —— Breakdown .. vs Ga 50 
Standard appropriate to effec- Efficiency .. ‘ad "m 20 
tive hours .. 5,000 5 OG 1,250 —— — 
Accounted for as production £503 £65 
(as per direct labour account) 4,920 5 © 1,230 — mme 438 
Efficiency variance .. T Bo 5 o £20 (A) "Profit .. ah e vt £303 
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Information Disclosed 


It is unnecessary to repeat in the account the figures 
which show the make-up of the budgeted profit as this 
' information is already available in the budget state- 
ment. From this figure there must be deducted the 
profit which has not been earned by reason of sales 
having fallen short of budget. 


The resulting figure is the standard profit on the 
sales achieved, i.e. the profit which would have arisen 
had the only deviation from budget been the reduction 
in the quantity of sales. But in addition to this, other 
variances have occurred and these serve to reconcile 


the nae profit on sales achieved with that actually 
earned. 

It is important to note the fixed overheads capacity 
variance. 'This arises because the factory was, in effect, 
too large for the level of output attained, and the ' 
overheads, being fixed, could not, unlike wages, be 
reduced in conformity with the reduced output. 

All factors affecting budgeted profit, e.g. price 


„changes, alterations in usage and efficiency, are dis- 


closed and management is, therefore, provided with 
vital control information, so that steps may be taken 
to prevent a recurrence of the adverse factors in the 
ensuing costing period. 





Information for Management — — 


London Data Processing Discussion Group Meeting 


A meeting of the London and District Society of 


Chartered Accountants! Data Processing Discussion 
Group was held on November 12th when Mr D. T. 
Caminer, of English-Electric LEO Computers Ltd, 
and Mr B. L. Collins, of the Office Administration 
Department, I.C.I. Ltd, led a discussion on ‘Defining 
the information requirements of a business’. 


Objective of a Management Information 
System 


Mr Caminer suggested that the objective of the inform- 
ation system must be to give the manager of a large 
organization no less information than a skilful coster- 
monger trading in an open market would have; and 
that it must be kept as up to date as the costermonger's. 
Examples of matters to be covered included details 
of the stock position by product; an analysis of sales by 
product and by type of customer; likely future demand 
bearing in mind the trend of sales; orders placed for 
replenishment of stock; movement in financial re- 
sources; the performance of competitors; and many 
other sets of information. 

A data processing system could help to produce this 
information, and was most effective when it did not 
merely replace the existing clerical procedures but 
went beyond them in providing useful information 
that had not been available previously. ` 

Automatic data processing, he said, should be 
introduced with the intention of performing integrated 
work, so that all the items of information that were 
required flowed from the system as the products of one 
stream of operations rather than as a succession of 
independent items produced as the result of perform- 
ing by machine exactly what was previously done 
manually. 

Data processing could help management in all four 
basic areas of marketing, production, financial re- 
sources, and research. and development. It was vital to 
approach the problem ‘from the top down’, in other 
words, to provide the information top management 
would like to have to run the business efficiently. 


To Improve or not to Improve? . 


Mr Collins, while agreeing with Mr Caminer’s descrip- 
tion of the type of information which was likely to be of 
use to managements in the running of businesses, 
suggested that in the short-term a choice might have 
to be made: should one merely try to computerize 
existing information without major change or should 
one attempt to reorganize and provide other types of 
information not now available? He thought that the 
early emphasis had tended to be towards automation 
of large-volume clerical tasks so as to justify a computer 
system as early as possible. 

Good quality clerical work ‘was very expensive and 
was becoming even more expensive, and the replace- 
ment of large volume punched-card operations by 
computers normally resulted in a system which 
produced better information more quickly and not 
merely a greater volume of information. - 

Since the introduction of computers, the emphasis 
had shifted from the routine approach to more ad- 
venturous areas as experience was gained. He men- 
tioned one integrated system which covered the various 
stages from receipt of a customer's order, stock 
allocation, production planning and printing of the 
invoice, to charging of the customer's account. This 
integrated approach would become the pattern of the 
future. 

In choosing the initial areas to automate, one 
approach was to look for an application that would pay 
off relatively quickly and which could also be inte-- 
grated into a general system in the future. 

DISCUSSION $ 


In the discussion that followed there was some diverg- 
ence of views as to whether integration of systems or 
reduction of clerical costs was the most important 
aspect of commercial data processing from the users’ 
point of view. It was suggested that if a job was 
approached, with the intention of making it a fully- 
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integrated system from the start, then the job would 
take a very long time indeed. Mr Caminer agreed that 
integration was in some cases a long-term ideal, but 
insisted that it was one that must always be kept in 
mind, and toward which one should always be working. 
He pointed out that a large measure of integration did 
exist already in some applications; indeed he gave an 
instance of a service bureau application in which the 
trends of sales were compared with stocks in order to 
arrive at a revised production plan from which raw 
material requirements were calculated, delivery 
schedules prepared, delivery and packing notes 
produced, and so on. 


Pay-off Period 


In reply to questions, Mr Collins said that whilst 
some early machines might become obsolete before 
paying-off, later ones could reasonably be expected to 
pay-off within three years or so of installation. 

He thought that a fully-integrated system could be 
reckoned to take, in total, some twelve to fifteen man- 
years of systems and programming effort to install and 
bring into full operation. 

Although it should not be necessary to increase staff 
in order to operate a computer system, there would be 
a change in staffing requirements. In general, existing 
organization and methods staff were being used as 
systems analysts: . 

Whilst a:computer was generally more reliable than 
a punched-card installation, an area of difficulty that 
still caused problems, however, was that of input data. 

Mr Collins agreed that it was difficult to place a 
value upon the more sophisticated information that an 
integrated system could produce but it was not 
impossible and the attempt to quantify should be made. 
Projects were considered on the grounds not only of 
systems savings, but of the value of tbe additional 
information that would be available — this latter factor 
might be even more significant than that of direct 
savings. 

During further discussion, several members indi- 
cated that they felt that although it was certainly right 
to approach the top management first in order to find 
out exactly what information they wanted, this 
approach would not necessarily produce the right 
answer, as in many cases managements were not 
aware of the possible uses of more sophisticated 
information. 

There was some disagreement as to the degree of 
flexibility of a computer system once it was installed; 
it was felt by some that a computer system was bound 
to be less flexible than a manual system, while others 
maintained: that flexibility in manual systems only 
existed if there was spare clerical effort available; this 
in turn implied a certain degree of inefficiency in the 
use of clerical labour. 
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Need for an Impartial Economic Study 


Mr Caminer pointed out that the basic question to be 
settled in all cases was: ‘What information is needed? 
and not ‘Do we need a computer?’. Having settled this 
basic question a study should then be made by 
the user himself to determine the best method of 
producing the information required, and its cost. An 
economic case must be made out for adopting an 
automatic system. In many cases the economics were 
not clearly on the side of automatic systems, and it was 
perhaps surprising how few organizations decided 
against such a system as the result of a study. 

When considering costs, great care had to be taken 
to allow for all the likely expenses of an automatic 
system — all too frequently these were underestimated 


‘and in particular the variation of costs with volume 


changes in both manual and automatic systems had to 
be fully appreciated. If any values were to be placed 
on the improved information to be made available, 
then these ‘values’ must be agreed quite definitely with 


_ the persons who wanted the information; their depart- 
' ments being prepared to pay for the information that 


was wanted. Ín no case should the investigator himself 
fix these values. 


Life of Computer 


During discussion of the question of the useful life of 
a computer, Mr Collins suggested that at the present 
stage of development, one might assume a life of five 
to seven years before obsolescence made replacement of 
a computer economically attractive. Mr Caminer said 
that. the equipment would certainly last ten years; 
LEO II had been working for twelve years and was still 
fully in use. When transistor machines replaced valve 
machines two or three years ago there was a great 
incentive to replace machines due to much higher 
reliability, but from present standards of reliability 
future development would not offer such compelling 
reasons for making a change, so long as the existing 
facilities and capacity were adequate to deal with the 
tasks to which they were being applied. 


Discussion to be continued at next meeting 


The discussion is to be continued on Tuesday next, 
December roth, and Mr Caminer and Mr Collins will 
again be present. The meeting will be held at 6 p.m. 
for 6.30 p.m. in ‘Ye Olde Dr Butler's Head’, Masons 
Avenue, Coleman Street, EC2. The main subject of 
discussion will be ‘Having decided that a computer is 
needed, how do you arrive at the right choice of com- 
puter and how do you control the pre-installation 
planning effort to ensure that good use is made of the 
computer when it is delivered?! We look forward to 
publishing a report of the meeting in a subsequent 
issue. 
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Facing a Challenging Age 


Birmingham Chartered Accountant Students! Annual Dinner 


'The four hundred members and guests who attended 
the annual dinner of the Birmingham Chartered 
Accountant Students’ Society at the Grand Hotel, 
Birmingham, on Friday of last week, were told that 
they were moving into a challenging age which would 
make new demands on them. ` 

Making this statement, Mr Lawrence W. Robson, 
F.C.A., F.C. W.A., amember of the Council of The Institute 
of Chartered Accountants in England and Wales, who 
was responding to the toast of “The Institute’, said 
that he had recently attended a National Productivity 
Year conference at which the problem of education for 
management was considered. Education was a problem 
which equally concerned accountants because so many 
of them were closely associated with industry, he 
declared. 


Thirty Years’ Progress 


Mr Robson said that on his way to Birmingham he 
had cast his mind back to over thirty years ago to the 
time when he attended a similar dinner in the city, 
and the guest of honour had been the late Neville 
Chamberlain. Reviewing the intervening period he had 
thought of what had happened to the profession in that 
time. He added: 


‘I was told when I entered the profession that it was a 
very overcrowded one- there were then 5,000 qualified 
chartered accountants. Today there are 37,914 and about 
sixteen thousand four hundred articled clerks. I have just 
worked out that very soon there will be 50,000 qualified 
men — one for every thousand of the population. 

“We are moving into a challenging age. It will make new 
demands on all of you. Formal education and professional 
studies will tend to occupy a longer period of your time.’ 


Continuing, Mr Robson said that he had been told 
that at the end of the Second World War 10,000 
. Americans were studying forms of management at 


colleges or universities. Today there were three-quarters’ 


. of a million. That was a more rapid growth than the 
growth within the Institute. 


Specialist Management Studies 


Although articled clerks were being hard pressed to 
cover the ground required of them, it was, he said, 
quite clear that those entering the profession today 
would need to study more- bearing in mind that 
education was a continuing process throughout life. 
This meant that they would have to take account of 
specialist management studies and he added that he 
Was pretty certain that articled clerks would take such 
courses in order to prepare themselves for what lay 
ahead. He concluded by saying: 


‘Our intake into the profession from the universities is 
only about 10 per cent of our articled clerks, but looking 
to the future, it is going to be more, and the opportunities 
are going to be there. 

‘I am firmly convinced that it is a profession going from 
strength to strength and that you will play a vital part in the 
British economy.’ 


Proposing the toast of “The Birmingham Chartered 
Accountant Students’ Society’, Mr G. W. Widdowson, 
M.B.E., T.D., A.D.C., said he was a banker who had 
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started off in an accountant’s office. After referring to ` 


the myth that bankers were supposed to have no sense 
of humour, he said: 


"We expect you to take a more active interest in the 
business of your client and to act as his advisor. It is most 
helpful to us when you take that interest. 

‘If we know a chartered accountant takes a lively interest 
in his client, we look upon his requests more sympathetic- 


ally.’ " 


Corporate Feeling 


“Replying, Mr D. J. Bettinson, secretary of the 


Society, said that for the first few years an articled 
clerk might find the profession very boring and he 
would perhaps even look upon it as just a nine-till-five 
job. 
i This need not be so, he declared, if students were to 
take a wider interest in the profession. Its strength lay 
in the degree of corporate feeling amongst its members 
and there was no place for articled clerks who had no 
feeling for the profession. 3 


~ J would like to feel that all principals here intended to 


. give our Society all the encouragement which it deserves, so 


that we can cultivate a sense of corporate responsibility and 
so that our articled clerks can become members worthy of 
our profession.’ 

Mr P. W. Stevens, treasurer of the Society, pro- 
posing the toast of ‘Our Guests’, was of the opinion 
that in the city firms which were increasing their staff, 
the articled clerk was not on quite the same personal 
terms with his principal as in the past. He hoped that 
occasions like the Society’s annual dinner would help 
restore that more personal] relationship. 

Captain G. C. Blundell,  c.B.&,  A.M.LE.E., 
R.N.(RETIRED), replied and entertained the gathering 
with a selection of amusing stories about the Navy and 
accountancy. 

"Mr Patrick J. Garland, F.C.A., responding to the 
toast of "The President', proposed by a member of the 
Society's committee, Mr J. R. Davies, said he was 
pleased to note the increase in the number of student 
society members, but, judging from the number of 
advertisements in that morning's paper for accountants, 
he wondered whether the expansion was keeping up 
with the demand. 


H 
` 


- 


Presentation to Mr H. James Gittoes 
Earlier, Mr Garland had presented a decanter and 


i. 


ome, 


set of glasses to Mr H. James Gittoes, J.P., F.C.A., ae, 


retired this year after forty-one years’ service to the 
Society and the Birmingham and District Society of 
Chartered Accountants. 

Mr Gittoes was admitted to membership of the 
Institute in 1923 and is at present a partner in the firm 
of Herbert Pepper & Rudland. He was President of 
the Students’ Society from 1947 to 1949 and President 
of the senior Society in 1952-53. 
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Notes and. Notices 


PROFESSIONAL NOTICES 


Messrs H. B. Britcurrre & Co, of 15 Avenue 
Parade, Accrington, announce that Mr H B. 
BRITCLIFFE, F.C.A., has retired from the partnership as 
from November 30th, 1963, and that the practice will 
be carried on by the remaining partners from the same 
address. 


Messrs CnovpoN & Kine, Accountants, of 137 Vic- 
toria Street, London SW1, announce that the partnership 
was dissolved by mutual consent on November 3oth, 
1963. From that date Mr L. W. GiBas, F.C.A., will be 
practising with Mr E. A. DAVIES, A.C.A., who has been 
associated with CRovpoN & Kine for several years, 
under the name of CnovpoN & Co at 137 Victoria 
Street, SW1, until January 1st, 1964, and thereafter ap 
Windsor House, 46 Victoria Street, SW1. Mr Tonn D. 
Kme will be practising under the name of. DUNCAN 
KiNG & PARTNERS at 137 Victoria Street, SW1, until 
January ist, 1964, and thereafter at The Bank House, 
111 South End, Croydon, Surrey. 


MR H. J. FLOOK, r.A.C.C.A., of 29 St Nicholas Street, 
Bristol r, announces that he has admitted Mr D. 
NORRIS, A.A.C.C.A., into partnership and has amalga- 
mated with Mr Wm E. PARKER, A.A.C.C.A. The 
practice will be continued under the style of Hanor» J. 
dues & Co, Certified Accountants, at the above 
address. i 


Messrs Lussock, Fine & Co, Chartered Account- 
ants, of 2r Red Lion Street, London WCr, announce 
that Mr Davip L. Levy, A.C.A., has been admitted 
into partnership from December rst, 1963. The name 
of the firm remains unchanged. 


ew: Messrs J. B. Marks & Co, Chartered Accountants, 
17 Fleet Street, London EC4, announce the opening 
their Southend office at 135/7 Victoria Avenue, 
thend-on-Sea, Essex, on Monday, December 2nd, 
. Mr H GOLDBERG, A.C.A., has been admitted to 
œ firm as a partner in the Southend practice. The 
tyle of the firm will remain the same. 


Mr Bryan MOORE, A.A.C.C.A., and Mr ALBERT 
ARTHUR THORNE, F.A.C.C.A., announce that they have 
entered into partnership and are practising under the 
style of Moore, THORNE & Watters, Certified Ac- 
countants, at 1o Station Parade, Balham High Road, 
London SW12, with effect from October rst, 1963. 


Messrs Rosrnson, CouLsoN & Co, Chartered 
Accountants, of Alma Chambers, Scarborough, and 
Filey, announce that Mr KENNETH DALTON, F.C.A., 
for the past seven years resident partner at their 
Whitby office has by mutual consent taken over the 
Whitby practice in his own right as from November 
Ist, 1963. He will henceforth practice in his own name. 









Messrs Ricketts & Co, Certified Accountants, 
formerly of 36 Briar Road, Norbury, London SW16, 
and 181 Church Road, Hove, Sussex, announce that 
their address is now 76 Salvington Road, Worthing, 
Sussex. . 


Messrs Finnie, Ross, WeLCH & Co, Chartered 
Accountants, of Bow Bells House, Bread Street, 
London EC4, and 140 West George Street, Glasgow 
C2, announce that they have admitted Mr J. C. 
STEARE, A.C.A., as a partner in the firm as from Decem- 
ber rst, 1963. 

Messrs HanoLp Smits & Son, Chartered Account- 
ants, of Rhyl and Prestatyn, announce that Mr A. W. H. 
SMITH, A.C.A., the son of the senior partner, has been 
admitted into partnership. 


NEW CHIEF INSPECTOR OF TAXES 


The Board of Inland Revenue announce that they have 
appointed Mr L. Barford to be Chief Inspector of 
‘Taxes with effect from February rst, 1964, in succes- 
Sion to Sir Edward Norman, who is retiring from 
the public service. 


INVESTIGATION 
INTO S.B.A. PROPERTIES LTD 


Mr D. A. Williams, c.a., Assistant Official Receiver, has 

been appointed under section 165 (b) of the Companies 

p 1948, to investigate the affairs of S.B.A. Properties 
td. 


BUILDING SOCIETIES' SPECIAL ADVANCES 


A draft order to enable a building society to advance 
to an individual up to £7,000, instead of up to £5,000 
as at present, without the society having to treat the 
advance as a 'special advance', was laid before Parlia- 
ment by the Chief Registrar of Friendly Societies on 
November roth. 
. The provisions relating to ‘special advances’ and the 
limits within which they may be made were first 
introduced by the Building Societies Act, 1960, and 
are now contained in the Building Societies Act, 1962. 
A 'special advance' is an advance by a building society 
(1) of any amount to a body corporate, (ii) of an amount 
exceeding £5,000 (or such other amount as the Chief 
Registrar prescribes) to an individual person, or 
(iii) of any amount to an individual which, when added 
to any other amount owing by that individual to the 
society, will result in a total indebtedness to the society 
exceeding £5,000 or such other amount as may be so 
prescribed. 

A building society is normally only permitted to 
advance in any year as ‘special advances’ ro per cent of 
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the total advances which it makes in that year. Some- 
times it may be less. These provisions are designed to 
keep, building societies within their conventional field 
of lending to owner-occupiers. 

The new draft order, which has been made with 
_ Treasury approval, is the first occasion on which the 
Chief Registrar has sought to exercise his power of 


increasing the amount of £5,000 originally fixed by the 
1960 Act. , 


INCOME AND FINANCE OF UNQUOTED 
COMPANIES 


The Board of 'T'rade's Statistics Division is planning to 
extend its analysis of company accounts to include 
unquoted companies, At present the analysis is con- 
fined to quoted companies. 

As a first step the Board has written to a sample of 
unquoted companies which, under the provisions of the 
Companies Act, 1948, are not exempt from submitting 
their accounts to the Registrar of Companies, asking 
them whether they can provide an additional copy of 
their accounts for this statistical work. The companies 
selected are those among the large unquoted com- 
panies which do not appear to be subsidiaries of 
companies with United Kingdom stock exchange 
quotations and which are operating mainly in manu- 
facturing and distribution in the United Kingdom. 


SAVING THROUGH THE POST OFFICE 


A four-page booklet summarizing all the savings 
facilities offered to the public at post offices throughout 
the country is now available at post office counters. 
Entitled Saving Through the Post Office, the booklet 
sets out — in question and answer form — the details 
about different methods of saving. Besides dealing with 
accounts in the Savings Bank, the booklet- gives 
particulars of National Savings Certificates, 44 per cent 
Defence Bonds, Premium Savings Bonds, Gift Tokens 
and National Savings Stamps. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 
Next Week's Meetings ` ` 
The following meetings of the London Students’ 
Society will be held during next week: 
Monday, 6.30 p.m. for 7 b.m. at Grosvenor House, Park 
Lane, W1 - Annual dinner. 
Tuesday, 7.30 p.m. at Epsom ~a talk on ‘Ethics’, by 
Mr J. Kennedy Melling, F.C.A., F.T.1.1., F.R.ECON.S. 
Wednesday ~ Chess v. Willesden Chess Club. 
Thursday — "eo Club’ chess tournament. 
Friday, 7.30 p.m. at Reading — Winter dance. 
A 1964 pocket diary for London articled clerks is on 
sale at the Students’ Society Library, Spencer House, 
South Place, EC2, price 4s 6d (by post 5s). 
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ASSOCIATION OF ENGLISH CHARTERED 
ACCOUNTANTS IN SCOTLAND 


Luncheon Meeting 


The Association of English Chartered Accountants in ' 
Scotland held a luncheon at the Black Bull Hotel, 
Milngavie, on Monday, November 25th. Mr Arnold 
Adamson, F.C.A., Chairman of the Association, received 
the guests, who included Mr P. F. Carpenter, F.c.a. 
(deputizing for the President of the Institute), Mr C. A. 
Evan-Jones, M.B.E., Joint Secretary of the Institute, and 
Professor T. T. Paterson. 

Following the luncheon an afternoon meeting was 
held at Chesters, the residential Management Study 
Centre of the University of Strathclyde, at which Mr 
T. Robertson, F.c.a., Lecturer in Accountancy, outlined 
the work on programmed learning and accounting and 
a useful discussion followed. 'T'he speaker appealed for 
further volunteers to help him with programming for 
his researches in this field. 


- CITY DISCUSSION GROUP. 


The next meeting of the Chartered Accountants’ City 
Discussion Group will be held on Wednesday next, 
December 11th, at the White Swan, Coleman Street, 
London EC2,at 6 for 6.30 p.m. The speaker will 
be Mr Harry Ward and his subject 'Company 
accounts and their deficiencies from the shareholder’s 
aspect'. IMr Ward is well known for his ability to 
make his audiences think and keep them thoroughly 
entertained whilst doing so. ; 


INSTITUTE OF INTERNAL AUDITORS 
Birmingham Chapter 
A meeting of the Birmingham Chapter of the Institute of 
Internal Auditors will be held on Thursday next, 
December 12th, at the Chartered Auctioneers’ and 
Estate Agents’ Institute, commencing at 6.30 p.m. 
when case studies will be presented by two Chap 
members — Messrs F. Fox and T. W. Scriven. 
Further details of the Chapter activities c 
obtained from the honorary secretary, Mr R. 
Lucas, West Midlands Gas Board, Wharf Lan 
Solihull, Warwickshire. 







SYNOPSIS OF THE FINANCE ACT, 1963 
Extra copies of the supplement included with 
THE ACCOUNTANT of November 23rd are 
available price 1s each or ros per dozen, post 


free, from GEE & CO (PUBLISHERS) LTD, 
rer STRAND, LONDON WC2. 
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Stamp Duty Device 


NE small word in the stamp Acts can cause almost as 
C)» trouble as the word ‘profits’ in the-income tax 
Acts. We speak of the word ‘on’ in the phrase ‘conveyance 
on sale’. It is usually clear enough that a document is a conveyance. 
It is also usually clear whether or not there is a sale. But given 


A sale and a conveyance, the question remains: “Was it on sale? 


In the words of Lord EsuzR in 1889, it is not every instrument 
which may be brought into being in the course of a transaction 
of purchase and sale which is struck at. The aptness of this 
dictum was demonstrated the other day when Mr Justice 
PENNYCUICK allowed the appeal of Wm Cory & Son against a 


‘stamp duty assessment of £8,375 on eighty-nine transfers of 


shares in the Palmer Group which were sold for £420,856. 
An agreement dated November Ist, 1957, gave to Cory a 


thirty-day option to buy the shares at this price. One of the terms 


was that the sellers should at once execute transfers. On 
November 8th, after the transfers had been executed, Cory 
exercised the option and paid the purchase price. Thus on 
November 1st, 1957, there was no agreement to buy the shares. 
It followed, according to the judge, that when the. sellers trans- 
ferred the shares, the transfers did not pass any beneficial interest 
in the shares to Cory. Instead, Cory held the shares on trust for 
the transferors, subject, of course, to Cory's right to exercise the 
option. Having exercised the option and paid the purchase price, 
Cory transformed Bar bare legal title into full beneficial 


| ownership. 


As the transfers petet the passing of ownership by only 


seven days, and were all part of one transaction, the Inland 
Revenue argued that the transfers were ‘on sale’ within the ` 


meaning of the Stamp. Act, 1891..'l'hey did not assert that the 
agreement of November ist, 1957, was a sham. In view of this, 


there was no denying that the beneficial ownership did not pass 


until some days after the transfers were executed. The liability 


of a document to duty is determined by reference to the facts 


existing on the day it was executed. It is not open to the Inland 


^ Revenue to rely on events taking place after the execution. 


What makes the decision particularly serious to the Revenue 
is the ‘all clear’ which it gives to similar devices. However, it 
is well to bear in mind that a somewhat comparable device 
which was upheld by the High Court was rejected (by a 


narrow majority) i in the House of Lords. To use a once current 


phrase, it all depends on what you mean by ‘on’. 
1 Oughtred v. C.I.R. (38 A.T.C. 317). 


138 


Loss Relief 


ACCOUNTANT 


EFFECT OF SECTION 20, FINANCE ACT, 1960 


was directed against the taxation privileges 
of the so-called hobby farmer. It was during 
this decade that a significant change took place 
in the position of the farming community, the 
respect accorded to its members as bulk food 
producers yielding place to a regard for the 
strength of their contribution to the economy 
as successful competitors in the produce markets. 
It may well be that it was the rehabilitation of the 
profit motive as a social incentive, rather than the 
need to protect the revenue, which led to the 
enactment of section 20 of the Finance Act, 1960. 
This section applies to the carrying on of a 
trade in certain circumstances but it does not in 
any way restrict the normal procedures applicable 
to the assessment of the profits of a trade and the 
carry-forward and relief under section 342 of any 
losses that may arise. The section only becomes 
relevant where a loss has been ascertained for a 
given year of assessment and it is desired to cash 
the loss against current income instead of against 
future profits. à 


IE the 1950s a mounting degree of criticism - 


Section 34x Loss Claim 


It may be mentioned that the mechanics of a 
claim under section 341 of the Income Tax Act, 
1952, require the ascertainment of the amount of 
the trading loss for the year of assessment, since 
it is against one or other of the prescribed classes 
of income for that year that relief is usually given. 
In consequence, if accounts are not made up for 
the twelve months ending at April 5th, it would 
be necessary for the results of two or more 
accounting periods to be divided, apportioned 
and aggregated, the apportionments being made 
in proportion to the number of months and 
fractions of months in the respective periods 
(section 155). Alternatively, in the case of an 
established business, the Revenue would nor- 
mally agree to treat the accounting year as 


coterminous with the fiscal year in which it ends. - 


Section 20 operates to preclude section 341 
relief unless it is shown that the trade in question 
was being carried on for the relevant year of 
assessment on a commercial basis, and with a 
view to the realization of profits in that trade or, 
where the carrying on of the trade formed part of 


by 


H. S. A. MACNAIR, F.C.A. 





a larger undertaking, in the undertaking as a 
whole. This appears to reflect a recommendation 
of the majority report of the Royal Commission 
on the 'laxation of Profits and Income which 
reads: 


‘a loss in farming or market gardening should not 
rank for" set-off against the taxpayer's general 
income unless the activities giving rise to the loss 
are genuinely carried on on a commercial basis' 


(Cmnd 9474: number 29) 
The statutory test ‘on a commercial basis and 
with a view to the realization of profits’ had been 
approved by the Commission (paragraph 494), 
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which derived it from section 125 of the 1952 ` 


Act-—a section which deals with elections to 
treat the management of woodlands as a trade. 


Commercial Basis 


The problems involved in testing the com- 
mercial basis of trade are not so very different 
from those which have to be faced in deciding 
the existence or otherwise of a trade. It should be 
noted that section 20 applies to professions and 
vocations so that references to à 'commercial 
basis’ are to be construed accordingly. As regards 
the profit motive, the section makes an exception 
for expenditure incurred by a local authority or 


-by any person in the exercise of functions con- 


ferred by or under any enactment (including the 
provisions of a local or private Act of Parliament). 
In other cases, however, the section lays down 
that the fact that a trade was being carried on 
at any time so as to afford a reasonable expectation 
of profit is to be conclusive evidence that it was 


then being carried on with a view to the realiza- 


tion of profits. 


The circumstances leading up to the NN dS 


tion of section 20 suggest that it was intended to 
operate primarily in relation to farming and this 
activity thus requires special mention. Until the 
Finance Acts of 1941 and 1948, the taxable 
capacity of farming operations was considered to 
be exhausted by the Schedule B assessment on 
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the relevant land, a basis of charge which did not 
vary with the level of profits. In consequence, 
many cases were taken to the Courts by taxpayers 


. anxious to establish that particular operations 


H 


came within the description of husbandry rather 
than that of trade. In answering this question 
the deciding factor appears in some instances to 
have lain in the performance or otherwise of 
acts of husbandry as such, an affirmative finding 
leading to the conclusion that farming was in 
progress. 

The position is now regulated by section 124 (1) 
of the Income Tax Act, 1952, which provides that 
all farming in the United Kingdom is to be 
treated as the carrying on of a trade, the profits 
being chargeable under Case I of Schedule D. 
This rule is extended by section 152, which 
requires all farming carried on by a particular 
person to be treated as one trade, Further light 
on this point is shed by section 526 (1), which 
states that farmland means land in the United 
Kingdom wholly or mainly occupied for the 
purposes of husbandry, not being market garden 
land, and includes the farm-house and farm 
buildings, if any, and ‘farming’ is to be construed 
accordingly. 


Operations of Husbandry 


In CIR v. Donaldson's Trustees ([1963] T.R. 
237), the question was argued as to whether the 
mere fact that land was occupied and operations 
of husbandry were carried out warranted the 
inference that a trade of farming existed. For the 
Crown it was contended that the actual work 
being done on the farms during the relevant 
period was the work of husbandry including the 
pasturage of animals, the tillage of the soil and 
the reaping of crops, and that the test as to 
whether the farm was wholly or mainly occupied 
for the purposes of husbandry was the actual use 
to which the farm was being put. Lord Guthrie 
agreed that the nature of the actual use to which 
the subjects are put would in all cases be relevant 
to the question of the purpose of the occupation 
of the lands and would in most cases be con- 
clusive but, in his judgment, purpose was not 
synonymous with use. 

The farm was, in fact, in the occupation of the 


P personal representatives of a deceased estate for 
sine purpose of advantageous realization of the 


assets, and in these circumstances the Court 
upheld a finding by the Appeal Commissioners 
that farming was not being carried on. Hence 
it will be seen that the inference that farming is in 
progress for tax purposes is not automatically 
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warranted by the carrying on of operations of 
husbandry. By the same token, the existence of a 
trade carried on ‘on a commercial basis and with a 
view to the realization of profits’ is not to be 
inferred merely from the existence of business 
activities without regard to evident intentions. 


Reasonable Expectation of Profit 


In this connection, subsection (6) of section 20 
makes the important proviso that, for the purposes 
of thé section, the fact that a trade was being 
carried on at any time so as to afford a reasonable 
expectation of profit is to be conclusive evidence 
that it was then being carried on with a view to 
the realization of profits. Where, during a year 
of assessment or accounting period, there is a 
change in the manner in which a trade is being 
carried on, it is to be treated for the purposes of 
section 20 as having been carried on throughout 
that period in the way in which it was being car- 
ried on by the end of the period. 

It is of interest to note that the Royal Com- 
mission took the view that the complaints against 
hobby farmers were probably exaggerated and 
that the purpose of the proposed amendment was 
merely to make it more difficult for any abuses 
to be maintained or to step in. They did not 
expect. the recommendation to bring about any 
substantial change in the existing position or 
markedly to reduce the volume of loss claims 
in respect of farming, but the Commission did 
expect the new rule to be of considerable assist- 
ance to the Revenue in putting out of Court 
claims in respect of farming activities which 


- could be seen clearly to lack commercial inspira- 


tion and to be nothing more than hobbies or 
private amenities. Moreover, although the Com- 
mission was primarily preoccupied with farming, 
the members were prepared to accept an extension 
to such activities as a spare-time or hobby shop 
or business. 


Subvention Payments . 


The restrictions imposed by section 20 are not 
confined to claims under section 341 (as extended 
by section 15 of the Finance Act, 1953). In the 
case of a company such losses are to be dis- 
regarded in computing a deficit or surplus for the 
purposes of subvention payments under section 
20 of the Finance Act, 1953. However, in this 
connection the provision conferring exemption 
where the carrying on of the trade forms part of a 
larger undertaking is interpreted to mean that 


for the accounting period concerned the trade 
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must be carried on on a commercial basis and with 
a view to the realization of profits by the company 
carrying on the trade and its associated company 
or companies taken together. 

Section 43 of the Finance Act, 1960, states that 
for these purposes two or more companies are to 
be treated as ‘associated’ if one has control of the 
other or others, or if any person has control of 
both or all of them. The reference to one com- 
pany having control of another company is to be 
construed as a reference to its having control 
thereof either by itself or in conjunction with any 
person having control over the first mentioned 
. company. 'Control' is defined by section 333 of 
the Income Tax Act, 1952. 

The position under section 20 of the Finance 
Act, 1954, of allowances for expenditure on 
industrial buildings, plant and machinery, mineral 
resources, patent rights and scientific research 
corresponds to that of losses in so far as concerns 
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expenditure incurred after April sth, 1960, 
although the right to have allowances in respect 
of earlier expenditure included in section 341 
claims is not taken away. Moreover, the allow- 
ances for capital expenditure on agricultural 
buildings or works remains unaffected. Thus, 
where the 1960 Act is invoked, it would still be 
possible to obtain relief under the 1954 Act 
against general income to the extent of allowances 
attributable to capital expenditure incurred before 
April 6th, 1960. 

Finally, it may be noted that problems arise in 
applying section 20 of the Finance Act, 1960, to 
a year of assessment or accounting period in 
respect of which the cessation or commencement 
rules are applied. In such circumstances it is 
necessary to have regard to the part of the year or 
period concerned although a partnership change is 
to be dealt with so far as concerns the continuing 
partner as if no change had occurred. 





Internal Auditing in 
an International Enterprise 


by R. P. TESTER, C.A. 
Head of Internal Audit, Unilever Ltd 


"A Y experience of internal auditing abroad is 
derived, in so far as it is at first hand, from 
my service with Unilever. What follows, 

therefore, 1s largely Unilever theory and practice and 


I appreciate that this may not be entirely relevant 
to the requirements of other businesses, in Britain 


or elsewhere. Before dealing with a number of. 


matters peculiar to internal auditing abroad, there- 
fore, I think I should explain, in a few words, what 
Unilever is and how our audit departments operate. 
This is done solely to give some indication of the 
experience which forms the background to my later 
comments. : 

Unilever, as it is today, is the outcome of the 
merger of a number of businesses ~ mainly Dutch 
and British — which, between them, had world-wide 
interests and many features in common. There are, 
at the present time, two principal holding companies — 
Unilever Ltd in Britain and Unilever N.V. in 
Holland ~ together called Unilever. The Unilever 
concern has some hundreds of subsidiary companies; 


A paper presented at the twenty-second International 


Conference of The Institute of Internal Auditors last May, 
and at the Fourth European Regional Conference of the 
Institute at Southport in October. 


it employed in 1962 approximately three hundred 
thousand people and the equivalent of nearly {700 
million of capital; and had a turnover equivalent to 
£1,900 million. Its main interests are in margarine 
and edible fats; other foods; washing preparations; 
oil milling and animal feeding stuffs; chemicals; 
African enterprises and tropical plantations. 

Internal auditing was well developed in the 
constituent groups at least thirty to forty years ago 
and the reasons are not far to seek. The groups, 
operating through branches or subsidiary companies 
far afield from their home bases — often in territories 
where, at that time, the accounting and auditing 
profession was less advanced than in the mother 
countries — felt the need of having their own audit 
organization. The present internal audit organization 
owes much to the tradition of service to the business 
set by these pioneers so many years ago and to th 
consequent recognition and support accorded t 
them and to their successors by management. 
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In an organization of the size and diversity | 


Unilever, with wide delegation of authority, thé 

is variety in the organizational set-up of internai 
auditing, as in other directions. Thus the head of 
internal audit is not directly associated with internal 


X 
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audit departments in North America and certain 
other territories, but contact is maintained and 
experiences exchanged to mutual advantage. The 

. experience from which this paper derives does cover, 
however, operations in some thirty countries outside 
the United Kingdom. 


Alternative Forms of Internal Audit 
Organization 
At the outset, let me say that our internal auditing is 


carried out by two types of organization — differing ' 


not in their basic objectives but in the spread of 
their territorial responsibilities and their method of 
staffing. 'T'his is mentioned here because some matters 
which we shall be considering are peculiar to each. 

The more usual type of organization with us is a 
department headed by a manager resident at, or near, 
the business headquarters of a territory having a 
density and volume of business activity sufficient to 
justify the quality of audit manager and staff necessary 
to fulfil the functions allocated to the department by 
the management. There are twelve resident internal 


audit departments employing something over two . 


hundred people. They cover the United Kingdom, 
Western Europe and some countries outside Europe. 

The second form of internal audit organization is 
a home-based department paying periodical visits 
to territories where a resident department would not 
be economic, or would be impracticable for other 
reasons — e.g. South-east Asia where there is a wide 
geographical spread of units. The only permanent 
member of this department is, in fact, the manager. 
Staff are borrowed by the manager from the resident 
audit departments to carry out these assignments. 
Some dozen countries outside Europe (e.g. in South- 
east Asia, Africa, South America) are covered in this 
way. 

There are advantages and disadvantages in both 
forms of organization. In the first, the department 
can better acquaint itself with local conditions and is 
always at hand to be of practical assistance to manage- 
ment. In the second, the element of unbiased opinion 
is, perhaps, more easily achieved. The ultimate choice 
is usually made after consideration of such factors as 
relative cost, audit cover required and availability 
of staff. RS | 


Audit Department Objectives - 


I think it is as well, in an international organization, 
to formulate, on broad lines, basic objectives to which 
an audit department should work, which can be 
applied to all territories with which the head of 
internal audit deals. It should be understood, 
Fhowever, that circumstances - number, experience and 
ality of audit staff, local conditions, and cost — will 
"influence the extent to which they can be achieved 
' during any particular period. 
Our current objectives were formulated in draft, 
with explanatory notes, by a small committee of 
audit managers of international experience, who were 
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thus well qualified to assess what the various sides 
of the business expect of internal audit. They were 
submitted for comment to their colleagues, to 
company managements in many parts of the world, 
to the heads of service departments and others at 
our main centres and, eventually, to our board of 
directors. The bare bones of our objectives are: 

to assist all levels of the Unilever concern manage- 

ment — whether at operating units or at head 

offices — in ensuring that: 


(a) the assets of the concern are properly safe- 
guarded and accounted for, current business 
transactions are promptly and completely 
recorded and that the business is adequately 
protected against waste, fraud or any other 
avoidable loss; 


(b) information prepared in the form of accounting 
or related statements, whether for submission 
within the operating unit itself or to head office 
departments, is correctly drawn up and in such 
a form that the correct conclusions can be 
drawn therefrom; 


(c) the business is being conducted in accordance’ 
with the instructions of management and the 
intentions underlying these instructions, in so far 
as this can be ascertained by the work carried 
out in connection with (a) and (b) above. 


A specific duty, arising out of the above, is to 
co-operate with the concern's professional auditors 
in their work leading to tbe certification of the. 
concern's annual accounts. | 

I quote these objectives as it may be useful to 
keep them in mind as a background to.a good deal 
that I have to say. They are supported by a manual - 
for use as a work of reference when required — which 
was the combined work of all audit departments, 
taking final shape through the labours of an editorial 
committee, 

So much for our particular organization. 


Relationship of Oversea Audit Departments 
to Local Managements and to Head of 
Internal Audit 


I have mentioned the manner in which basic 


objectives may be formulated as it illustrates the 
kind of approach to internal auditing which, to our 
way of thinking, is a desirable one. The requirements 
of the centre and of the operating units must both 
be catered for; an audit organization which provides 
for the one and not for the other is usually not 
acceptable. It must be stressed, though, that whatever 
is said here, the objectives and line of responsibility 
of any internal audit department will be determined 
by the needs of the management of the particular 
company of which the department is a part. 

Let us assume that audit managers abroad are 
responsible for the performance of their departments 
to the head of internal audit — ass the case with us. 
In such a case the latter, for his part, must ensure, 


` THE 
742 | ACCOUNTANT 


by taking the necessary advice in the formulation 
of the department's policies and by choice and training 
of audit managers, that the greatest possible benefit 
accrues, both to the units where the departments 
operate and to the parent companies. In fact, the 
interests of both are, in essence, identical. 

The local audit manager must be able to report 
as he thinks fit and to communicate freely with the 
head of internal audit. The audit manager will take 
all suitable opportunities to clarify his objectives with 
local managements; will discuss fully his findings, 
his suggestions and his report, before finalizing, with 
those affected; will adapt his programme, where 
feasible, to particular requirements of local manage- 
ments and will always be prepared to carry out 
special assignments for them. Occupying, as he does, 
a position of considerable local independence, he and 
his staff should be punctilious in observing local 
RPM regulations in regard to office hours and the 

e. 

Effective service will best be achieved if audit 
departments are accepted as an integral part of a 
team whose aim is the prosperity of the business 
in the territory within which they operate. 


Possible Complications Peculiar to Auditing 
Abroad 


The above suggests one form of relationship between 

audit managers abroad, their local managements and 

the head of internal audit. The following are some 

of the specific problems which may arise in organizing 

an internal audit department in an international 

organization. 

(a) Nationality 

Is there, for instance, a nationality problem 
where internal audit managers and internal 
audit staffs are concerned? Here, the general 
policy of the particular organization will no 
doubt be followed. In our case, this is that 
there is room at the head offices and elsewhere 
for senior managers from practically all the 
countries of Europe and from the other four 
continents as well. In the ten resident depart- 


ments (i.e. exclusive of the United Kingdom and ` 


Holland) are audit managers of seven national- 
ities, of whom four are in charge of the 
departments in their native territories. 


` (b) Language and local customs 
I. In relation to staff | 
These can present problems, but they can be 
overcome to a great extent by staffing resident 
departments below manager level, largely, if 
not entirely, by nationals. In most countries 
staff can be engaged who have a good general 
education, although the technical or pro- 
fessional education may vary considerably from 
one area to another. However, as will be 
mentioned later, various possibilities are open 
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for training staff of the right quality to become 
internal auditors — and it should be remembered 
that such a training is equally necessary, though 
less lengthy, in countries which can provide 
the best in the way of an accounting or other 
suitable technical background. | 

An initíal lack of knowledge of language and 
local customs should not be considered as a 
bar to appointing a manager of foreign 
nationality, if he is of a receptive age and 
possesses managerial qualities. By the time he 
has reached management status he will probably 
already have had some international experience. 
If his appointment abroad can be anticipated 
he can take a language course and acquaint 
himself, from the information available within 
his company and by attending outside courses 
dealing with specific countries, with the 
conditions in the territory of his future 
residence. 

Settling in (when he has obtained the 
necessary residential or work permits) will 
require some adjustment from an expatriate 
and his family. Housing and education will be 
his major headaches, but an international 
concern will be in a position to offer expert 
advice and practical help in these fields. A 
new currency and, perhaps, entirely different 
climatic conditions also add variety to his new 
life. Special financial provisions will be needed 
to meet these initial complications. 

Travelling teams, operating from the centre, 
and so having to deal with a considerable 
number and variety of languages — European 
and others — will find that this complicates 
their work. In international concerns, as is 
illustrated later, both audit and company 
staff, however, will be conversant with some 
languages other -than their own and it will 
usually be found in practice that an efficient 
audit job can be done despite the language 
complication. I should not like to under- 
estimate this difficulty; considerable resource, 
common sense and patience are needed and the 
job consumes more of the time of both auditors 
and company staff than would otherwise be the 
case. 


2. Language in relation to reporting 

The language question plays its part in inter- 
national reporting. As final audit reports will 
probably be for the information of management 
and the head of audit — in contrast to the more 
informal notes left for consideration down the ` 
operational line — they can usually be written ` 
in the international language in use, to which 
reference is made later. In some countries, 
however, it is necessary to use the language of 
the country. Since the head of the department 
should encourage his staff to acquire some 
proficiency in languages, he cannot do less 


— 
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than himself set as good an example as his 
aptitude and opportunities allow. 


(c) Travelling | 
Travelling, which may involve lengthy and 
frequent periods away from home, can create 
personnel problems. ‘These arise from separa- 
tion from families and from the accustomed 
social environment, as also from the added 
difficulties for those who are following a 
course of study. They can be partly solved 
by maintaining resident departments abroad, 
where this is practical. The main advantage 
of a resident department, as already indicated, 
is that it provides an adequate on-the-spot 
service by being well versed in local matters, 


customs and procedures. Any other arrange- . 


ment might well involve an intolerable amount 
of travelling. Where resident departments 
operate, company interests should be suffi- 
ciently varied to provide a reasonable range of 
experience. In our own case, we have indeed 
found it desirable to decentralize to the extent 
of having two or more offices within some of 
the larger departments, to avoid undue 
. travelling and provide a better service. 

If audits are carried out far afield by a 
department based on the home country, it is 
advisable to restrict trips to a length of, say, 
six weeks at a time, although if units in adjacent 
overseas territories are being visited on one 


trip, the period may unavoidably run to three - 


months or so. However, with us, the staff 
assigned to these jobs, except in the case of the 
manager, change a good deal; so the individual 
is not overburdened with travel. Two or three 
months overseas anyway are usually regarded, 
by anyone interested in seeing how the rest 
of the world lives, as a considerable improve- 
ment on a month in an English provincial 
town! 


Promotion of Uniform Outlook 


Let us now see how a diverse audit organization such 
as we are considering can be welded into an instru- 
ment which can best serve the purposes for which 
it has been developed. 


Communications, despite modern travel facilities, 


are bound to be somewhat tenuous and we may be 
dealing with a large number of different nationalities, 
using between them perhaps a dozen languages. As 
already mentioned, standards of general education 
and, more likely, the degree of development of the 
accounting profession may differ considerably from 
‘one territory to another — and this will have its 


.Nnfluence on the standard of audit staff which can be 


recruited locally. 

Let me state what is obvious, but is also of 
vital importance, namely, that the degree of success 
of the operation will depend on the quality of the 
managers in charge of the various resident depart- 
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ments. It is mainly through them that ideas from the 
centre or from other sides of the business are 
transmitted to the staff, and through them that 


‘ideas and the results of practical experience flow to 


the centre. 


(a) Choice of staff: qualifications 

Audit managers who take charge of overseas 
departments will often be provided from the 
department’s own staff resources, so initial 
selection of staff is important from this point 
of view alone. It is also important as audit 
departments, with their insight into a variety 
of business operations, are often a source of 
management recruitment for other sides of the 
business. Staff will not necessarily all be 
qualified accountants when they join — some 
will have other technical qualifications — but, 
particularly where audit serves as a training 
ground, management potential, in so far as this 
can be gauged, should be looked for; those 
without an accounting qualification can be 
encouraged to work for one while in the 

department. 
I believe that a liberal general education, as 
a background, is very important because if this 
is allied to the necessary traits of character, 
it helps to produce a rounded personality 
adaptable to the varying levels of staff and 
management with which a member of an 
audit team may come into contact. À broadening 
of technical education, which will help in 
specialized aspects of audit work, e.g. in 
examining advertising expenditure, taxation, 
production yields, should be encouraged during 
service. For staff in territories with no facilities 
. for theoretical accounting and auditing instruc- 
tion, a course of study in these subjects can 

be provided from the centre. 


(b) Staff exchanges: meetings: contacts 


Audit managers should make suitable oppor- 
tunities for discussing matters of general 
business interest, as well as those specifically 
connected with their job, with their staff 
individually or as a group. Other oppor- 
tunities for development may also exist but — 
because of the cost and administrative work 
involved — these should be made available only 
to those assistants who have shown outstanding 
ability and a marked degree of management 
potential. For example, suitable staff of any 
nationality can be brought to the centre for 
periods of, say, four to five months; they can 
be exchanged between countries for a period of 
years; as mentioned earlier, people from any 
country can be chosen to carry out an overseas 
assignment or they can attend national and 
international management courses run by the 
organization to which they belong, or a 
selection of those arranged by outside bodies. 


744. 


Staff should be encouraged to make use of 
technical libraries consisting of standard works 
and current periodicals, which will be at their 
disposal in the department. Publications of The 


Institute of Internal Auditors are of great | 


value in this respect and have supplied a 
,Sourcé of information, the lack of which was 
very noticeable before the formation of the 
Institute. 

For audit managers themselves, various 
means should be used to promote. a feeling 
of belonging. For instance, a small policy 
committee of audit managers may meet at 
intervals to review current developments in 
accounting thought and practice, suggestions 
submitted and problems posed by the head 
of audit department or others. The compo- 
sition of this committee can vary from year 
to year. 

At longer intervals, a full conference of all 
available audit managers can be convened, to 
be devoted mainly to the discussion of audit 
matters, but providing opportunities for infor- 
mation about, and contact with, other aspects 
of the company's business and for making 
outside contacts too. 

There should be meetings between individual 
managers and the head of audit. These can 
take place either in the home country or 

. ‘abroad, but it is worth stressing that the head 

' of audit should keep himself aware, by visits, 

of developments in the territories in which 

audit departments operate. Additionally, signi- 

ficant experience gained within the various 

' territories can be made available, at intervals, 
in the form of information bulletins. 

However, apart from all this, audit managers 
will acquire a corporate feeling from their 
contacts with the managers of the units with 
which they work, and with visitors from abroad 
from all sides of the business. If the right 
relationships exist with their company’s outside 
auditors, this, together with membership of The 
Institute of Internal Auditors, will prevent 
audit managers’ thinking from becoming too 

, inbred. 


Conclusion 


What major difficulties arise, then, in managing an 
internal audit department in a large and complex 
international concern? Language, nationalities, per- 
sonalities? Language is no real problem. All audit 
managers should have a thorough knowledge of at 
least one internationally recognized language — in 
our case English — and any member of the staff who 
expects to progress in an international organization 
will be unwise.if he does not acquire this knowledge. 
As you will have seen, opportunities for doing this 
need not be lacking. Eighty-three of our present staff 
comprising nine nationalities can cope, fairly 
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adequately, with two or more languages other than 
their own. Nationalities and personalities will 
generally not prove to be a great problem either; 
they stimulate and just add to the fun. 

The real problem which we are up against — and 
I must stress here that I am referring to our particular 
organization — is to retain people in the department 
sufficiently long to ensure adequate continuity 
for us to fulfil our commitments reasonably well, and 
this is a problem which we should not wish to be 
quit of. Our interpretation of internal auditing, and 
the right kind of staff to apply this if we make fuil 
use of the opportunities offered for development, are 
likely to result in a considerable outflow of audit 
staff — mostly of relatively junior status, but also 
young audit managers — to line or other functions 
within our-concern. As a result, it may sometimes be 
necessary to bring back to senior positions some who 
left us earlier and have. since progressed in our 
company. They bring with them experience which is 
of very great value in helping the department to 
keep its feet on the ground and to provide a service 
which is of real value to our operating units and to 
the ultimate concern management. 

We do not achieve, all the time, all the objectives 
which have been laid down for us. These we consider 
as something to be aimed at and that perhaps is one 
of their merits. 

The foregoing is the essence of some decades of 
experience in a very encouraging atmosphere, the 
result of much trial and error and, as such, is not, I 
am aware, very helpful to a beginner in this field. 
It all sounds perhaps rather too easy. If, therefore, 
an audit department is contemplating setting up a 
section overseas for the first time, I suggest that it 
would probably be wise to carry out the first assign- 
ments by visits from the' home country. By this 
means local confidence in the department should be 
established and a good deal of useful information 
on local conditions, staffing possibilities and the like 
will be gained. Y think it is well to start abroad in a 
small way, even though, as a consequence, the 
potential manager may find himself, for a while, 
engaged on some types of work more suitable for 
a junior. But he will best be able, in this way, to 
assess the job and to choose the right staff, either 
from within the organization or from outside. Let 
me close with three recommendations for such a 
case: 


^ 


. (i) Exercise patience and prepare the ground 
thoroughly both overseas and at home, in 
advance. 


(2) Take great.care with your choice of manager, 
if he is to be resident abroad, or with your 
travelling representatives, if they arehomebased. 
They set the standards and create an image — 
either favourable or the reverse — of the centre. 


(3) Do your best to provide conditions which take 


full account of the requirements of the family 
and social life of the audit staff. 


A AAA 


December 14th, 1963 


ACCOUNTANT 


745 


The Accounting World 


UNITED STATES ` 


Auditor's Specialized Opinion for Government 
Agencies 


OME Government agencies in the United States 

are asking for an opinion from the independent 
auditor as to whether the client is conforming with 
laws and regulations. To the many certified public 
accountants who may object to serving as enforce- 
ment agents for the Government, The Journal of 
Accountancy for October points out that their pro- 
fessional qualities and reputation will be enhanced 
by any legitimate extension of the ‘attest function’. 

The studies of the Long-range Objectives Com- 
mittee of the American Institute have revealed this 
area as one in which extension of the attest function 
may be most useful. The Committee on Relations 
with the Federal Government concluded last spring 
that the preparation of compliance reports is a proper 
extension of the auditing function, ifthe area of 
responsibility is clearly defined and the accountant is 
properly trained for the task. 

The Journal sees the only alternative to be the 


building up by the Government agencies of their ` 


own staffs of examiners, with much duplication of 
work already done by the independent auditors, The 
trend is in the reverse direction and, while the C.P.A. 
cannot accept responsibility outside his own areas of 
competence, enough C.P.A.s have already conducted 
compliance examinations to show that it is practicable. 
The Journal concludes that the Institute should 
discuss with each agency what is expected, in com- 
plete detail, and that C.P.A.s should be generally 
prepared to go ahead with the new programmes. 


Financial Management in the Seventies 


HE main concern of top management in the 
seventies will be the development of new infor- 
mation systems to improve the art of management 
beyond conception, writes Mr Frank S. Capon, C.A., 
vice-president, Du Pont of Canada Ltd, and a past- 
president of the Financial Executives Institute, in the 
Financial Executive for October. He sees the account- 
ing and control tasks, until now considered the back- 
bone of the duties of financial executives, delegated to 
junior levels. The fiscal policies formulated today will 
decide the success or failure of business systems in 
the next decade, and the problem is one of output 
distribution. Mr Capon sees the secret of prosperity 
in the seventies as the assurance of adequate incomes 
` for the mass of the world's people, to enable them to 
acquire and enjoy the: goods and services produced. 
Full employment is no longer a realistic goal, for 
production of consumer and capital goods can now 
be expanded without expanding employment. Equity 
securities are the only effective means of distributing 
earnings on capital. The incentives to internal cor- 


porate financing of growth must therefore be elimi- 
nated, and borrowing for growth must be penalized, 
not subsidized. A new dimiension in planning is 
needed. On financial managers falls the responsibility 
for devising fiscal policies based on the principles of 
capitalism and on simple equity for all men, without 
compromise. 


Banks and Equipment Leasing 


NTRY of the large banks into the equipment 
leasing field is reported in the same issue of the Fzn- 
ancial Executive.The largest of all, the Bank of America, 
recently announced that it will enter this field, but as 
yet few banks are heavily involved. The normal prac- 
tice has been for leasing companies to finance by 
borrowing from the banks. 

' Business Week, also reporting this development, 
comments that it is bound to reshape the industry. 
Traditionally banks derive income from assets of 
fixed dollar value, and many will not like becoming 
direct lessors. There will be problems such as depre- 
ciation and, above all, that of crossing State lines to do 


business. The bigger leasing concerns are said not to 


fear bank competition. They will look elsewhere for 
sources of borrowing and dealing in the secondary risk 
market. 


SOUTH AFRICA 


Need for Better Company Secretaries 


T is reported that in his speech at the annual 

dinner of the Corporation of Secretaries, held in 
Johannesburg recently, the Minister of Economic 
Affairs, Dr N. Diederichs, drew attention to the fact 
that the South African Companies Act, as it stands at 
present, makes no express provision for a company 
to have a secretary. This is unlike the position in 
Britain where the British Companies Act does contain 
such provisions. 

The Minister stressed that with the phenomenal 
growth, during the last century, of the limited liability 
company as a means of controlling and operating 
business ventures, the company secretary has become 
an important person in present-day commercial life. 
The Minister said: ‘Since the passing of the Com- 
panies Amendment Act, 1952, the duties of a secretary 
have become even more burdensome and responsible. 
In fact, in regard to a number of matters the secretary 
is now as responsible as the directors and the auditor, 
and is subject to the same penalties.’ 

Dr Diederichs went on to say that in recent months 
a survey made in the companies office revealed that 
between 40 and 45 per cent of company returns lodged 
annually with the Registrar of Companies were in- 
correct in some way or another. As there are more 
than 70,000 companies on the Register and this number 
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increases steadily year by year, and bearing in mind 
that each company lodges, on average, at least two 
returns annually, it would be realized that a great waste 
of manpower and time is taking placein the companies 
office due to carelessness, inefficiency and lack of proper 
training of many company secretaries. 

‘I mention these facts specifically to draw attention 
to the necessity that company secretaries and otber 
executive officers should be properly trained and 
qualified and; above all, realize that through careless- 
ness they are imposing an unnecessary burden upon 
the country's manpower resources.’ | 

The Minister said that in view of the highly respon- 
sible position occupied by the company secretary, 
consideration would have to be given to the desira- 
bility of amending the South African Companies Act 
so as to prescribe minimum standard requirements 
for persons who might be appointed to such positions. 
There would be an opportunity for this aspect to 
receive proper consideration as a result of the recent 
appointment of a Commission to inquire into the Act. 


CANADA 
Ownership in United States-Canadian 


Subsidiaries 

O stimulate greater Canadian ownership of 

companies now controlled in the United States, 
the Canadian Government's June Budget provided 
for reduction of the withholding tax on exported 
dividends from x5 per cent to 1o per cent, if bene- 
ficial Canadian ownership of the voting shares of a 
company resident in Canada was 25 per cent or more, 
and for increase of the tax to 20 per cent where such 
ownership was less than 25 per cent. If the 25 per cent 
status was reached by January ist, 1967, the excess 
tax paid would be refunded. 

While a number of United States companies 
promptly announced their intention to offer Canadians 
equity interests in Canadian subsidiaries, top execu- 
tives have been asking what signs there are that 
Canadians will want to invest in this way. Writing in 
Executive (Don Mills, Ont.) for October, Mr C. C. 
Brennan, president, International Harvester Co of 
Canada Ltd, asks what assurance there is that any such 
equity interests will stay in Canada. Would not stock- 
holders, he suggests, rather invest in the parent 
company, thus sharing in expansion the world over 
and offsetting marginal profits in one country against 
good returns in others? He asks whether there is 
purchasing power available in Canada to pay the 
$2 billion required for a 25 per cent interest in 
United States subsidiary stock, and, if there is, why 
it will not be diverted from Canadian-owned com- 
panies that need it. 

Mr Brennan comments on the paradox that Cana- 
dian municipal and provincial governments are 
striving to induce foreign companies to set up in 
Canada, while the Federal Government does the 
opposite. He is deeply concerned that this climate 
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of confusion is bringing about a subtle change in 
Canada's reputation as a stable country. 


U.S. Affiliate becomes Canadian Parent ` 


N the same issue of Executive Mr John D. 

Harbron tells the story of Mr Robert Hosmer 
Morse III, president of the newly-named Robert 
Morse Corporation of Montreal and former heir to 
the presidency of the multi-million dollar Fairbanks- 
Morse & Co in the United States. In three years 
Robert Morse placed 51 per cent of the share owner- 
ship of the United States parent company's former 
Canadian operation in the hands of nearly four 
thousand small Canadian shareholders. At the same 
time he bought a string of supplier plants, not in the 
Canadian but in the larger United States market. 
Since June 23rd last, the old Canadian Fairbanks- 
Morse Co has become Robert Morse Corporation 
Ltd, a complete reversal of the normal trend in 
Canada. Mr Morse said in 1958 that it would take 
five years to turn the company round, and now in 
1963 it is done. ot 

The five months to May 31st, 1963, says Mr 
Harbron, showed a net profit of $227,000, against a 
loss of $164,000 for the same period last year. 
Seventeen subsidiaries have been acquired and con- 


solidated and all were making profits by this summer. ` 


Mr Morse persuaded his relatives to sell him their 
stock in the Canadian company, and he borrowed $2 
million, including $14 million from the Bank of 
Montreal. He reorganized the firm’s financial structure 
with the issue of 310,000 ‘A’ shares and 61,000 ‘B’ 
shares, the former to be sold in lots of one hundred or 
less. He kept 49 per cent of the voting stock in his 
own name, In less than two years all relatives and the 
Bank of Montreal were repaid. The company’s senior 
management is entirely Canadian, with three French- 
Canadians at the top level. 


GHANA 
First Public Share Issue 


HE first public issue of shares took place recently 

when the National Investment Bank offered 
750,000 fj shares for subscription at par. It is 
interesting to note that the shares have a nominal 
value of £r, for although the Bank is incorporated 
under its own Act and therefore is not subject to the 
Companies Code (which lays down that all shares 
must be of no par value), it would have been a good 
opportunity to publicize the idea of no par value 
shares. 


The issue was not underwritten, but it was stated. 
in the prospectus that, from inquiries received, > 


400,000 shares could be firmly placed, and the 
subscription lists closed with the issue fully sub- 
scribed. It is to be hoped that the result of this issue 
will lead to further public issues of shares and 
perhaps, in due course, to the establishment of a 
Stock Exchange, as has already happened in Lagos, 
Nigeria. 


Ze 
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Weekly Notes 


FULL-TIME COURSE 
FOR ARTICLED CLERKS 


A on another page from Mr C. V. 
Best, F.C:A., writing as chairman of a joint 
committee of the London and District Society of 
Chartered Accountants and the London Students’ 
Society, draws attention to a full-time course for 
newly-articled clerks to be held in February. 

The course, an experimental one, stems from the 
recommendations of the Parker Committee and is 
intended for those about to enter articles or who 
have been articled within the last six months. This 
first course is not compulsory as the Parker 
Committee envisaged, but it clearly sets the shape of 
things to come. | ae 

"There is little doubt as to the benefits which can 
accrue to pupils, principals and the profession if such 
courses prove successful and it is to be hoped that 
both in London and in the provinces wherever 
similar courses may be launched, they are accorded 
full support. 


INQUIRY INTO MERCHANTING 


HE Association of British Chambers of 
Commerce have published a report, the sixth of 
its kind, on the experience and expectations of 
British merchants in foreign trade. The results of the 
inquiry are based on replies from about three 
hundred merchants. Of these, 247 were exporters and 
148 importers. The range of merchanting activities 
is fairly wide and is reckoned to be a fair sample of 
merchanting activity. 
As regards the future, merchants are more 
optimistic about the general business situation than 
they were four months ago. Exporters say that 


deliveries, prices and length of delivery have 


remained unchanged over the past four months and 
they expect that there will be little change apart from 
perhaps a tendency for delivery dates to lengthen 
and prices to rise. 

Prospects abroad are improving in Western 
Europe, the Middle East, South-east Asia, Japan and 
Australasia. Prospects are less good in India and 
Pakistan. Some trades have better prospects in 
Central and South America than others. Import 
merchants expect an increase in import orders for 
all products. 

On taking opinions of this kind it is always 
difficult to know how far those questioned are 
basing opinions and forecasts on reasonable data and 
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how far they are influenced by what other people 
are saying. 'l'o the extent that merchants (it would 
apply equally well to industrialists) are echoing other 
people’s opinions, the results are more or less a 
foregone conclusion. For example, if a wide range 
of industries say that they expect prospects to be 
better, others - including merchants — can be 
relied upon in due course to take a somewhat similar 
view. Two corollaries follow from this. If the first 
group to form a decisive opinion in one way or the 
other is wrong then all subsequent samples of opinion 
are likely to be wrong. Secondly, this is, of course, the 
way in which business confidence builds up: the 
more people are optimistic the more others are 
likely to catch the ‘fashionable’ impression and be 
confident as well. 


RELIEVING RATE HARDSHIP 


To Rating (Interim Relief) Bill designed to 
alleviate hardship arising from the 1963 valuation 
lists is, like the curate’s egg, good only in parts. Its 
main merit is that the Minister has clearly resisted 
the clamour for widespread rate reductions from 
householders; its defects are inevitable since the Bill 
seeks to achieve what is almost the impossible, i.e. to 
grant relief in cases of genuine hardship in a uniformly 
fair manner. The definition of hardship adopted by 
the Minister will hardly placate the numerous critics 
of the revaluation and the rating system. First, only 
those whose rate demand in 1964-65 is 25 per cent 
higher than in 1962-63 have any grounds for relief 
and their chance of success is effectively limited by 
the further need to convince their local authority that 
the rate increase is causing them genuine hardship 
and not mere irritation over higher rate bills. 

In short, the Minister intends that the proposed 
measure will ease the burden on those who are 
marginally excluded from the operation of the 
National Assistance Board. On this point the Minister 
deserves Parliamentary support from both sides of 


‘the House. The real weakness of the measure is the: 


difficulty of implementing it equitably. No criteria 
have been laid down in the Bill to guide the local 
authorities as to how ‘hardship’ shall be defined. The 
Minister in effect dodges this unpleasant decision by 
his contention that the local authorities will be better 
able to do this in the light of their local knowledge. 
Unfortunately, this arrangement means that variation 
in the degree of relief granted is inevitable between 
different authorities, and possibly even within the 
individual authority itself, unless all-embracing pre- 
cise formula for giving relief are prepared. 

It is therefore hardly surprising that the Minister 
has made no estimate of the cost of this particular 
arrangement. Clearly, if the Exchequer promised to 
reimburse the local authorities pound for pound, the 
Bill could be substantial. After all, local officials are 
bound to wish to behave as generously as possible. 
The Minister partially meets this danger by the 
provision in: the Bill to cover only half the cost by 
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increased grant. But, when account is taken of the 
further £5 per capita payment from the Exchequer 
in respect of the number of persons over 65 in excess 
of 10 per cent of the population of the authority, plus 
the addition of a grant equal to one-sixth of any such 
relief where it exceeds 3 per cent of the authority's 
gross income, the proportion of the cost borne by 
the Exchequer may be high enough to dissuade local 
staffs from taking a tough line with needy applicants. 
To avail themselves of this relief, ratepayers will 
doübtless have to apply to their local authorities and 
demonstrate, if not prove, their case for relief. This is 
politically unpopular, but it is only right that the cost 
of this proposed relief should not be shifted auto- 
matically on to the taxpayer and other ratepayers. in 
the local authority. 

Time alone will tell in what proportions these two 
groups have borne the cost of this relief, which will 
certainly be considerable if the local authorities 
interpret their discretionary power as generously as 
they would like. The one sound feature of the Bill is 
the inclusion of additional grant for authorities with 
more than ro per cent of its population over 65. Such 
a weighting factor should have been introduced into 
the grants system long ago. Two points seem, how- 
ever, to escape public notice so far. The first is 
that, needy or not, everyone will have to pay this 
current year's rates in full and that the cost of the 
new scheme will fall upon the next Government — 
and possibly a new Chancellor! 


E TAX APPEALS 
AND OVERSEAS WITNESSES 


TAXPAYER who appeals against an income 
tax assessment must prove that it is wrong. 
Suppose his key witness is abroad and unable to 
travel to England? The answer seems to be that his 
appeal will fail. | 
In Leiserach v. Commissioners of Inland Revenue 
(The Guardian, December 2nd), the appellant was 
assessed to tax under Case I on the proceeds of the 
sale of bristles. He wished to call a witness living in 
Switzerland who, he said, could prove that the 
bristles came to him by way of inheritance, so that 
the sale of them could not have been by way of trade. 
The witness was too ill to travel, but well enough to 
give evidence in Switzerland. The taxpayer sought 
the help of the High Court, by asking it to order 
that evidence be taken from the witness in Switzerland 
before the British consul. The High Court held that 
it had no power to make such an order, and this 
decision has now been affirmed by the Court of 
Appeal; leave being given to appeal to the House of 
Lords. | M 
Order 37, rule 5 of the Rules of the Supreme 
Court gives power to the High Court to order 
evidence on commission in this way, but only 'in any 
cause or matter’. This is held to mean a cause or 
a mattér arising in the Supreme Court of Judicature. 


(No one woüld say that the Special Commissioners 
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form part of the Supreme Court). It was also argued 
that independently of the formal rules, the High 
Court had inherent jurisdiction to make the order. 
However, no case was cited where this had been 
done for an inferior tribunal, and the Court of 
Appeal rejected that argument also. 


SIMPLIFIED EXCHANGE CONTROL 


SIMPLIFIED exchange control procedure for 

exports from the United Kingdom will come 
into force on December 16th, and will apply to 
destinations outside the sterling area. It follows an 
undertaking by the Chancellor of the Exchequer on 
November 8th to liberalize the procedure. 

Under the general relaxation now given by the 
Treasury the requirement of a ‘pre-entry’ with 
Customs is removed in most cases and documents 
for export goods may now be sent to Customs up to 
six days after exportation. The new form CD.6 need 
not be certified be a bank. The general permission 
given from now on takes the place of the previous 
general permission requirements issued in September 
1960. 


CONSORTIA FOR BANKS 


T HE consortium has been fashionable for a long 
. time in certain industries such as civil engineering 
overseas, and also in the development of atomic 
energy. More recently it has become quite common 


among local authorities for bulk ordering of supplies, . 


especially for buildings. In a world where capital 


is wanted in increasingly large quantities it is not 


surprising that moves are afoot to introduce consortia 


.among banks. 


~ The Midland Bank Ltd announced this week that 
a link has been established among four European 
banks, including themselves, to carry out special 
financial transactions and economic studies. The 
other banks are the Deutsche Bank, the Amster- 
damsche Bank and the Banque de la Société Générale 
of Belgium. A committee has been set up with a 
European advisory committee on which two senior 
members of each bank will sit and it will hold 
quarterly meetings. 

The advantages at this stage are that finance 
required from several countries, as in the case of 
export credits, can be supplied by an international 
consortium. 'lhen again, a consortium such as this 
could be useful if it wished to raise capital in the 
capital markets of the countries where the members 
of the consortium are registered. It does not appear 


that the consortium in question will go as far as this: 


last matter, but. it could, of course, develop in that 
direction. It is of interest that this arrangement has 
been made in spite of the failure of the Brussels 
negotiations on the European Common Market. It 


emphasizes that Europe as a trading unit already. 


exists. It will be surprising if this is the last 


consortium of its kind in Western Europe. 
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CROSS-CURRENTS AT EFTA 


T meeting of the European Free Trade Area 
Round Table Conference in Geneva last week 
was bound to be a time of self-congratulation. Mr 
Heath, Secretary of State for Industry, Trade and 
Regional Development, and President of the Board 
of Trade, pointed out how much progress had been 
made in three and a half years with tarif disarma- 
ment in EFTA with remarkably little fuss. He 
emphasized it was a free trade area and that it was 
liberal in its outlook. Mr Butler, the . Foreign 
Minister, has said recently in Bonn that the 
United Kingdom was not for the time being seeking 


admission to the European Common Market but - 


the subject did not go unmentioned at Geneva. 
Mr Gunnar Lange, chairman of the EFTA Council 
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and Swedish Minister of Commerce, spoke in the 
course of his address of the desire within EFTA to 
establish direct contacts with EEC. He went on to 
say: ‘We must at the same time, on an international 
basis, put up firm barriers against protectionism, 
and create the conditions necessary for an expanding 
and freer world trade’. 

At the same time only the optimistic will say that 
EEC is liberal-minded and outward-looking. The 
German Federal Republic under Chancellor Erhardt 
is more disposed that way than under Dr Adenauer, 
and the Dutch and Belgians favour continuing 
progress towards free trade with British membership. 
But there are a number of problems, notably in 
agriculture, which make it unlikely that EEC will 
be particularly liberal-minded or outward-looking in 
the early part of 1964. 





by An Industrious Accountant | 


CHAPTER 202 


HE young semi-senior from our auditors sniffed 

somewhat disparagingly, and his two listeners 
shuffled their feet with an air of uneasy guilt. ‘It 
won't do at all,’ he declared firmly. ‘Really, it's not at 
all what I'd expect.’ He makes up for his lack of years 
by favouring a rather soft bristly moustache; and 
compensates for his lack of experience by full use of 
a decidedly vivid imagination. 

Our cashier was the culprit. He had the baffled 
expression of the legendary yokel who saw an 
elephant for the first time and just didn't believe it. 
For myself, my best poker-face was slipping badly. 

It had started when the audit assistant had punctil- 
iously performed. the traditional rite of counting 
the petty cash. This worried us not at all, our 
cashier being a man of experience and accuracy, and 
I had stood by unperturbed while I made out a 
minor expense docket. Hence my surprise when our 
visitor did a spot of deliberate toe-tapping, inter- 
spersed with a thoughtful ‘tut-tut’ and some con- 
centrated brow-knitting. Clearly some more than 
usually weighty conclusion was about to be adum- 
brated; I thought back apprehensively; no post- 
dated cheques or overdue OIUs came to mind. 
Daily lodgements cleared our heavy cash intake with 
. speed and reliability. Our consciences were clear, 

surely. Surely . . .? 

‘It’s a matter of security hazard, the young man 
said. ‘You’re taking unnecessary risks. Surely your 
insurance brokers have highlighted your burglary 
potential? i 

Our shock at this surprise attack was accentuated 
by the fact that six months earlier we had re- 


organized our cash system with the express pur- 
pose of minimizing the risks to which he referred, 
The cash-receipt points throughout the store had 
been re-planned ; the registers themselves modernized; 
the subordinate assistant-cashiers' floats overhauled, 
and their reconciliations had been expedited. The 
chief cashier had been given a private room, a 
modern burglar-proof safe, and a counter cutting 
him off from visitors. What was left undone? 

‘The door in the counter should be kept locked at 
all times, I suggest,’ said the young auditor with a 
quick, pleasant friendliness. ‘And the outer door 
shouldn’t be opened under any circumstances while 
the weekly payroll is prepared, nor indeed till it ts 
paid out. Security would be enhanced by building 
a high partition along the counter with a shuttered 
hatch as the only point of access’. He smiled bene- 
volently at the cashier’s remonstrance, ‘Well, if you 
prefer, a steel grill could serve as an alternative. At 
present you're wide open to a hold-up, you know.’ 

The cashier is a husky ex-Navy character; he 
inquired — with some asperity — what his colleagues 
would say should they see him behind a cage like a 
chimp at the zoo. I must say my subordinate’s flow 
of epithets was really quite educational; he proved 
the Silent Service to be an unrealistic title. 

‘You're a sitting duck for a cosh’, went on the 
auditor unperturbably. ‘Or a squirt of ammonia, 
No warning hooter . . . no protective steel door... 
no commissionaire in the corridor. Haven't you 
considered a concealed push-button, alarm to ring in 
the secretary's office?" 

I had a momentary thought of the well-organized 
gangs of the present decade, with their reputation 
for ‘casing the joint’ in advance. They'd scarcely fail 
to administer a preliminary squirt to the secretary as 
a precautionary measure; gagging with adhesive tape 
and binding with piano-wire would be routine; I 
mightn't be discovered for days. With some frostiness 
I cut him down to size, not realizing in time that he'd 
been pulling our over-dignified legs from the 
beginning. ` ' 
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. Finance and 
Commerce 


New Day 


qu accounts of New Day Holdings for the year 
to June 3oth, 1963, form the subject of this week's 
reprint. ‘New Day’ was once conjoined with ‘Furnish- 
ing Stores’, but now the business extends to radio, 
television and household appliances, ironmongery, 
hardware and tools, and a subsidiary, New Day 
Motors, with garages and service stations. 

These accounts show a recovery from the setback 
which businesses dealing in many of these lines have 
had to face in the last few years. Drawing attention to 


the ‘encouraging improvement’, Mr O. H. Frost, the: 


chairman, draws attention to the trading profits which, 
including other revenue (£43,552) and overprovision 
released from bad debt reserve ( £65,000}, come out 
at £419,982 compared with £112,664 for 1961-62. 

As foreshadowed in the interim report issued last 
April, the increase in hire-purchase transactions 
necessitated the transfer of £130,345 of the year’s 
profits to the provision for profit carried forward on 
uncompleted  hire-purchase transactions, against 
£359,541 transferred from that provision to profit and 
loss account in 1961-62 when it was possible to 
transfer {115,594 to general reserve. 


Ordinary dividend has been maintained at the 
previous year’s rate and the carry forward is about 


£300 up at £79,976. 


Hire-purchase Accounting 


One point raised by Mr Frost will be watched with 
interest for any further developments because it 
touches closely on hire-purchase accounting. 


Mr Frost refers to a ‘pendular movement of 
£489,886 in the last two years in the provision for 
profit carried forward, the difference between the 
£130,345 carried forward this time on. uncompleted 
hire-purchase transactions and the £359,541 trans- 
ferred from that provision to profit and loss account 
in the previous year's accounts. 

Movements of this magnitude, he says, have made 
it difficult, for many years, to chart the future course 
of the company's affairs and ‘the matter is being 
studied with a view to finding a method of reducing 
or eliminating this fluctuating factor’. e P 4 


Mr Frost says in his statement that 56 per cent of 
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the total turnover of the group was cash; 36 per cent 
was hire-purchase and other forms of credit; and 
8 per cent was rental income. There was, however, 
an increase in the turnover of hire-purchase and other 
forms of credit of 9 per cent over the year 1961-62, 
when the proportion of this item to the total turnover, 
he says, was approximately the same. 

And while that may sound so very simple to a 
board that knows the turnover figures, it takes quite 
a bit of thinking out if one hasn't that advantage. 


"s 


Development Expenditure 


A GED method of accounting for develop- . 


ment expenditure is shown in the accounts. of 
Kenwood Manufacturing Co Ltd for the year to 
July 31st last. The company makes food mixers and 
other appliances ~ an industry in which competition 
is tough and development spending heavy. 
Explaining the change, Mr Ian T. Morrow, C.A., 
F.C. W.A., the chairman, says that due to ever-increasing 
competition, particularly overseas, the design and 
development of new products has become increasingly 
complex and this led the board to decide to change the 
accounting basis. Up to July 31st, 1962, development 
expenditure was written off in relation to sales of 
individual models, any expenditure on projected 
models which were anticipated to go into production 
in the future being carried forward, together with 
unamortized expenditure on current models. 


The total carried forward at that date was £80,410. | 


As from the year ended July 31st, 1963, the board 
has decided to adopt the more conservative policy of 
writing off such expenditure immediately it is incur- 
red. Arising from this change in basis the prafit and 
loss account includes, as a special write-off, £30,409, 


“leaving £x carried forward on July 31st. 


No Dividend 

With this special write-off taken into account there was 
a profit, before tax, of {154,949 for 1962-63 compared 
with a previous year loss of £506,202. The 1961-62 
loss was made up of a net operational loss of £277,019 
plus special write-offs of {138,433 on the suspension 
of manufacture of refrigerators, {55,246 on the cost of 
transferring production to new works and ‘other’ 


costs of £35,504. 

The last year's improvement in earnings stemmed 
from an increase in sales at home and abroad, and also 
from the achievement of reduced operating costs in 
which. the suspension of refrigerator production and 
the move to new works at Havant played a consider- 
able part. 

'The return to profits, however, still leaves a profit 
and loss account deficit of {264,057 and no ordinary 
dividend is recommended. Preference dividend 
arrears have been cleared. In the past six years the 
company. has only paid once on its ordinary capital — 


. 123 per cent. for 1960-61. 
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A LOMBARD PERSONAL LOAN WILL COVER THE COST 


Accountants living in the United Kingdom can readily zvail 
themselves of Lombard Bank Personal Loans. These Lcans, 
which are completely confidential, can pay for. almost any 
requirements—from everyday domestic needs to luxury items, 
from recurrent expenses like rates and taxes to equipment for your 
hobbies and sports. You may draw from £100 to £500 in Lombard 
Loan Cheques according to your needs and the Loans are reoaid 
monthly, so you know in advance exactly what your commitraent 
will be. For full details, write in confidence to the Manzger, 
Personal Bank Loans Department (AT). 


LOMBARD BANKING 


LIMITED l 
Lombard House, Curzon Street, London, W.1. GROsvenor 4111 (30 lines) 
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The Gamma 10 has arrived! 


De La Rue Bull announce the arrival of their 
. Rew Gamma 10 punched card computer. 
This revolutionary new system has been designed — 
specially with small and medium-size business 4 
- applications in mind. 


TUM MM o 
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The Gamma 10 is contained in one single unit. Occupies only 30 square feet of 
floor space. Is simple to install. Requires no air-conditioning. Is so simple to use that 
programming can be learnt in just one day. T 


The Gamma 10 can simultaneously read, calculate and punch 300 cards and print 
300 lines — all in 60 seconds. Can store up to 4,096 characters in its "memory." Can 
handle data at speeds previously associated only with much more expensive equipment. 


The Gamma 10 can be rented for as little as £550 a month. 


The Gamma 10 has already been ordered by more than 100 concerns. Has been ordered 
in Great Britain, Austria, Belgium, France, Holland, Norway. Spain, 

Switzerland and Yugoslavia. Has been ordered for use by Local Government Offices, 
Banks, Mines, Publishers and Textile Manufacturers, as well as in 

Confectionery, Chemical, Transport, Engineering and Insurance Companies. 


The Gamma 10 is the only computer now available that offers so 
many facilities at so small a rental. 


The Gamma 10 has arrived! 


In order that you may have an opportunity of seeing for yourself the extreme 
simplicity, speed and versatility of the Gamma 10, De La Rue Bull have arranged a 
serles of private demonstrations of the machine. 


If you have not received your invitation, we would remind you that these 
demonstrations are being held at the E 

Russell Hotel, Russell Square, London W.C.1 

at the following times: Monday, 6th January at 2.30 p.m. and 4.30 p.m. 

Tuesday to Friday (7th to 10th January inc.) at 10 a.m., 11.30 a.m., 2.30 p.m., 4.30 p.m. dai 


We shall be glad to meet you on any of the above days. We are certain that the 
demonstrations will be of considerable interest to you. 


o De La Rue Bull PUNCHED CARD AND COMPUTER SYSTEMS 


De La Rue Bull Machines Limited, 114-118 Southampton Row, London W.C.1. 
Telephone: Chancery 5725. Area Offices in Birmingham, Manchester and Glasgow. 





se May we ask you one favour, please? Will you please telephone Mr. G. E. Thome 
at Chancery 5725, and let him know when you will be able to attend. Thank you. 


XX 
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CITY NOTES 


NU surprisingly, the three-week account in the 
stock-markets covering the Christmas holiday 
has begun irregularly. Continued softness in the fixed 
interest end of the market, the intensity of new issue 
activity and a level of equity prices which is already 
discounting growth some way ahead, have combined 
to reduce the market's head of steam. 

Business remains on a fair scale with buying and 
selling evenly pitched, at least in the equity sections. 
Firm features there, however, turn on individual 
company news items and developments rather than 
on a 'bullish' attitude towards the equity market as a 
whole or even to any one particular section of it. 

When stockbrokers in their monthly reviews stress 
the need for selectivity in new equity buying, it is 
invariably a sign that the level of the market as a 
whole is uncomfortably high -at least temporarily. 
To make such a statement in December, however, 
invariably proves one wrong in January. 

The New Year, unless there are blatantly obvious 
‘bear’ influences, usually brings new-year resolution 


buying. The week-end after Christmas can be relied . 


upon to bring plenty of advice on “What to buy for 
1964’. 

It would not be surprising to see markets move to 
a new peak next month before political uncertainties 
get the upper hand. 


* * * * 


HE link formed between the Midland Bank, 


L the Amsterdamsche Bank, the Banque de la 
Société Générale of Belgium and the Deutsche Bank 
for collaboration on special transactions and economic 


studies, which is referred to on another page, is 


expected to be followed by similar moves elsewhere 


in the banking world. 

Close collaboration between the banks’ investment 
and information departments will provide better 
service to bank customers in various ways and the 
move also points to the increasingly international 
character of banking under current conditions. 

* * o * EJ 

N a wider banking sphere, Mr Julian Crossley, 

chairman of Barclays Bank D.C.O., has suggested 
the formation of a banking consortium through which 
the intelligence resources of the banking system can 
be applied to the problem of financial and technical 
assistance to the newly-developing countries. 

This is a sphere in which Barclays D.C.O. is 
intimately interested itself — with 60 per cent of its 
operations concerned with Africa. Mr Crossley’s 
suggestion seems unlikely to go unheeded. 


* - * * 


NOTHER foreign Government currency loan has 
been arranged in London. Samuel Montagu 
& Co have arranged for a group of British banks to 
take up at par United States $20 million of Belgian 


‘Government 51 pe: cent bonds dated 1966. 


Bank of London and South America, Canadian 
Imperial Bank of Commerce, Kleinwort Benson, 
M. Samuel & Co and J. Henry Schróder, Wagg & Co 
are the other banks concerned. 

The bonds, for which no stock-market quotation 
will be sought, will be placed with banks in London 
and overseas, but Belgian banks will not participate. 

This is the second operation of this kind by Samuel 
Montagu & Co for the Belgian Government. 


RATES AND PRICES 


Closing prices, Wednesday, December 1xth, 1963 


Tax Reserve Certificates: interest rate 19.1.63 2196 


Bank Rate 
Dec. 8, 1960 595, Mar. 8, 1962 5195 
July 26, 1961 795 Mar. 22, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 46% 
Nov. 2, 1961. 6% Jan. 3, 1963 4% 
Treasury Bills 
Oct. 4 £3 125 487d99 | Nov.8 £3 158 o62d% 
Oct. tr £3 128 -4°32d% — Nov. 15 £3 15s o68d% 
Oct.18 £3 148 2:°36d% Nov. aa £3 158 o11d% 
Oct.25 £3 148 10°70d% Nov.29 £3 rar 9°42d% 
Nov. 1 3 155 s08d% Dec. 6 £3 158 458d% 
Money Rates 
Day to day 22-33% Bank Bills 
7 days 24-38% 2 months 34-33% % 
Fine Trade Bills 3 months 3-38 % 
3 months DCK 4 months 3 88-3 H% 
4 months . 85-5596 6 months 338-4% 
6 mon 51-696 


Foreign Exchanges 
New York 2'784} Frankfurt II'II 
Montreal 3'01f Milan 17401 
Amsterdam 10:071 Oslo 20'0! 
Brussels 139:37$ Paris 137 
Copenhagen 19:2 Zürich 12:07 
Gilt-edged 

Consols 4% Ge A Funding 3% 59-69 914% 
Consols 24% 42$ Savings 3% 60-70 89 


Savings 3% 65-75 81 
Savings 24% 64-67 
Treas’ry 54% 2008-12 94$ 


Conversion 6% 1972 top? 


Conv'sion 54% 1974 99 t 
Conv'sion 5% 1971 98í£xd 


Conversion 34% 1969 94% Treasury 5% 86-89 go} 
Conversion 34% 58% Treasury 34% 77-80 78$ 
F'ding 54% 82-84 97}xd Treasury 34% 79-81 78$ 
Funding 4% 60-90. 948 Treasury 24% 42h 
Funding 34% 99-04 66xd Victory 4% . 6i. 
Funding 3% 66-68 2% War Loan 34% 58 & 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Auditors’ Reports 


Sir, — I was interested in the letter from Mr 
Maughfling (November 3oth issue) and his suggested 
form of auditors’ report for a limited company. 
However, (1) the Ninth Schedule of the Companies 
Act expressly requires an opinion in the case of a 
profit and loss account of the profit or loss for the 
financial year; (2) the Ninth Schedule similarly 
requires a statement that appropriate returns have 
been received from branches not visited for the 
purposes of audit; (3) the suggested report seems to 
exclude the profit and loss account altogether for 
some reason not immediately obvious. . 


Subject to the above, I feel that the proposed report. 
is only one word too long: for ‘our opinion is that’ .. 


substitute ‘in our opinion’. 
Yours faithfully, 


Manchester 2. J. ROSS, F.c.a. 
Inland Revenue and Receipts 


Sir, — Whilst I take Mr Alan F. Royle's word for it 
(your issue November 3oth) that time and money 
can be saved where a claimant forwards in the first 
instance his receipt for direct payment of tax, would 
not a 3d telephone call between Inspector and 
Collector suffice where the receipt Aas been omitted? 
My experience is that a request is normally made by 
letter — usually followed by a reply that it cannot 
be found! 

May I take the opportunity to draw attention to 
Inland Revenue practice which must surely baffle 
the ‘do-it-yourself’ taxpayer. I refer to the nebulous 
deductions from allowances, and mysterious marginal 
asides relating to additional reduced rates on dividends. 
etc., frequently to be found on notices of assessment. 

For example, I have just received a client's 
Schedule D assessment incorporating a deduction 
of £133 from the total of allowances. This was 
labelled ‘Less allowed in Part IT’ - Part II, however, 
showed a definite and unadorned blank! In spite of 
more years than I care to remember in checking 
assessments of every species, it was several minutes 
before the penny dropped and I realized that this 
was a widow's net State pension at the 1963-64 
rate. Surely the unkindest short cut of all! 

Seriously, though, one could hardly expect the 
humble taxpayer to check this kind of thing so as to 


Jead, if necessary, to the exercise of his right of 
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appeal within the time limit. Personally, I always 
rearrange such assessments’ to ensure an adequate 
check. On one side I set the detailed sources of 
income and on the other the tax deducted or paid. 
This is followed by a deduction of (detailed) allow- 
ances, calculation of liability and the achievement 
of a figure representing tax still due or repayable. 

I thought I heard some time ago that something 
akin to this was on the Inland Revenue stationery 
department stocks. Perhaps Mr Royle can tell us 


whether the ‘new model will duly appear — and 


when. 
Yours faithfully, 


` C. B. BUDIBENT, r.T.1.i. 
Epsom Downs, Surrey. 


- 


Intensive Introductory Courses for 
Newly-articled Clerks ` 


Sir, — Following the recommendations of the Parker 
Committee and the authority now given by the 
Council of The Institute of Chartered Account 
in England and Wales to district and students' 
societies, a joint committee has been constituted to 
organize intensive introductory courses for London 
articled clerks. 

The syllabus is intended to cover as intensively as 


. possible in the time available, the principles of the 


basic subjects of book-keeping, auditing and the 
profession that will make the articled clerk more 
useful to his office at an earlier date and will also 
enable him to learn more quickly from the practical 
experience to be acquired afterwards in the office. 

It is the intention to extend these courses to all 
clerks who are articled to London members and as a 
first experiment in this direction, a full-time course 
has been arranged for the fortnight beginning 
February roth, 1964. ` 

The courses will consist of lectures, homework and 
tutorials during day-time and evenings. The lectures 
will be given by chartered accountants to the whole 
course at the Institute at Moorgate Place, and each 
lecture will be followed by exercises and by the 
tutorials in small groups in tutorial rooms and at local 
authorities’ colleges and technical schools as near to 
the homes of the students as can be arranged. 

The scheme follows exactly the lines recommended 


 emphatically by the Parker Report and especially the 


insistence upon the active part to be taken by the 
profession through the students' societies so that 
they provide a real introduction to the professional 
body that the students are seeking to enter. 

Projects such as this are obviously of major ` 
importance to the profession in securing that the 
theoretical training of its future members does not 
fall into the hands of those who have no current 
experience of the practice of the profession. 

Details of the course in February are being sent 
to the principals of all London students articled within 
the last six months and,.in view of the importance 


December 14th, 1963 


of this first experiment to the- profession, my com- 
mittee asks for their active support in the interest not 
only of the efficiency of their articled clerks but also 
for the future benefit of the whole profession. 
` Yours faithfully, 
C. V. BEST, 
i Chairman, ' 
Joint COMMITTEE OF THE LONDON 
CHARTERED ACCOUNTANTS’ DISTRICT 
SOCIETY AND STUDENTS’ SOCIETY. 
London EC2. 


Case VIII Problems 


SIR, — It appears from our reading of the Finance 
Act, 1963, that all directors’ remuneration . declared 
by a property investment company, which previously 
used to be allowed partly in a management expenses 
claim and partly in a maintenance claim, will now 
automatically be allowed as a deduction from the 
company’s profits under a Case VIII assessment. 
As a consequence of this, does it follow that to 
obtain earned income relief on property investment 
income all that is necessary is to transfer the property 
into a limited company? 

We should also be interested to learn when would 
it be to a taxpayer’s advantage to elect to be assessed 
under Case VI instead of Case VIII. 

Yours faithfully, 

Ignorantia Finance Act, 1963, Haud Non Excusat. 
[Section 15 of the Finance Act, 1963, imposes a charge 
to tax under Case VIII by reference to the rents and 
receipts to which a person (including a company) 


becarnes entitled in the year of assessment, subject to - 


the deductions provided for in Schedule 4 to the Act. 
Of the four classes of deductions enumerated in 
paragraph (1), only class (a) mentions ‘management’, 
a term embodied in the formula ‘maintenance, repairs, 
insurance and management’ derived from section 101 
of the Finance Act, 1952. The interpretation of 
‘management’ in this context received judicial con- 
sideration in Commissioners of Inland Revenue v. 
Wilson's Executors (18 T.C. 465; 13 A.T.C. 16). Lord 
Clyde indicated that the fee or salary paid to the factor 
or agent managing a landed estate would come 
within the meaning of ‘management’ but this term 
could not be extended to include expenditure outside 
the scope of wise and prudent management, in the 
popular sense of the word. In Copeman v. William 
Flood & Sons Ltd (24 T.C. 53: 19 A.T.C. 521) it 
was held that the mere fact that remuneration had 
been voted to directors did not entitle a company to 
‘claim the outlay as a deduction for purposes of Case I 
of Schedule D and it seems clear that the Revenue will 
seek to apply this decision in relation to Case VIII 
so that the only justifiable directors! emoluments will 
rank as a deduction. Hence the scope for converting 
unearned income into earned income through the 
incorporation of a company is restricted. 

As regards the right of election in section rs (4) 
relating to furnished lettings, this merely permits the 
*pure rent' exclusive of services to be dealt with 
under Case VIII. Such an election could confer an 
advantage if there were unrelieved Case VIII deduc- 
tions arising in other transactions since there is no 
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machinery for relieving these against general income, 
and section 25 (4) specifically prohibits section 346 
loss relief in respect of transactions that would 
otherwise give rise to single gains under Case VIII. — 
Editor.] 


The Robbins Report 


SIR, — I am grateful to Mr Brockington (November 
23rd issue) and Mr Blair (December 7th issue) for 
their attempts to enlighten me on this issue. I can 
only assure them that I do appreciate their point, as, 
indeed, I understood the orginal statement in the 
Robbins Report. I fear, however, that they have not 
understood mine. 

Suppose, for example, that we had to import the 
resources needed to fulfil the commitment for higher 
education. (In so far as the fear has already been 
voiced that home supplies of teachers will not prove 
adequate, this may not be as far-fetched as it appears 
at first glance). Is there still no difference between 
financing these imports with exports or borrowing 
in the capital markets of the world? 

It seems to me to be an axiom of resource allo- 
cation that the use of resources dictates their sources 
and vice versa, or, in financial terms, the capital 
must correspond to the investment in assets. Why 
this should be true of every economic activity except 
education I cannot see. Unless this problem is 
solved then we can certainly expect to find the same 
resources committed for building schools, universities, 
hospitals and houses. Money may be neutral but it is 
not immaterial. 

Yours faithfully, 
London SW7. KENNETH:'S. MOST. 


Investing with Life Assurance 


Sir, — In common with most prudent men I am ade- 
quately covered by endowment assurance. 

Experience of the last eighteen years, however, has 
made me wonder whether it is all worth while. 

I am paying in ‘current’ pounds to produce ‘future’ 
pounds which, undoubtedly, will be worth consider- 
ably less. Surely the more certain way of future 
solvency is to borrow in ‘current’ pounds and repay 
in ‘future’ pounds — the system adopted by the 
assurance companies themselves. 

Yours faithfully, 
London EC", J. A. WRAIGHT, Sea 


Founded in 1875 


SIR, — Our firm of Learoyd & Sons was founded in 
1875 by J. Ingham Learoyd. 

If any firm can show an unbroken history without 
change of name from an earlier date, perhaps they 
will drop me a line to prevent me thinking we are 
amongst the oldest in the district. 

Yours faithfully, 
HARRY RILEY, F.C.A., A.C.I.S 

Fountain Chambers, | 

Fountain Street, 
Halifax. 
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Women Chartered Accountants! Dinner 


Memorial -to Miss Ethel Watts Suggested 


The suggestion of a memorial to the late Miss Ethel 
Watts, possibly in the form of an examination prize, 
was mentioned by Miss Beryl Rainey, F.c.a., the Chair- 
man, at a dinner of the Women Chartered Account- 
ants’ Dining Society held by courtesy of Mr Eric 
Lubbock, m.P., in the Harcourt Room of the House of 
Commons on Friday, December 6th. 

Proposing the toast of "The Institute of Chartered 
Accountants in England and Wales', Miss Rainey first 
thanked Mr Lubbock for consenting to be tbeir host 
and sponsor, thus affording them the opportunity of 
meeting in historic surroundings and of touring the 
precincts of the Palace of Westminster before the 
dinner. 

Referring to the illness of Mr Robert P. Winter, the 
President of the Institute, Miss Rainey said that they 
were all very glad to know that his operation had been 
successful and he was going on very well. She extended 
a welcome to Mr Guy Densem, F.c.a., the Vice- 
President, and Mrs Densem, and to Mr C. Evan-Jones, 
M.B.E., Joint Secretary of the Institute, and Mrs Evan- 
Jones. 


Memorial Fund 


Miss Rainey said they were all extremely sorry to 
hear of the death of Miss Ethel Watts just over a week 
ago. She was always ready to. give the benefit of her 
wisdom and expert knowledge, and it was hard to 
realize she was no longer with them to turn to. She 
was the first woman to qualify by examination and 
several of the members present that night were articled 
to her. She always championed the acceptance of 
women in the profession on equal terms. She was 
specially concerned with the problem of the taxation 
of married women. 


‘Those of us who are not of her generation find it hard 


to appreciate how much kinder the climate is to women in 
the professions, thanks in no small part to her example’, 
said Miss Rainey. 

'It has been suggested by Miss Margaret Hodge that 
we in the Dining Society might like to raise a memorial 
fund, such as an examination prize for women. ] will leave 
it to your consideration. I am sure you will want to raise a 
memorial suitable to Miss Watts 

Looking back, Miss Rainey recalled that she her- 
self came to her first Society dinner full of curiosity 
and found a very jolly, friendly crowd. She had made 
many friends in the Dining Society. In their profes- 
sional life many of them might be in isolated or lonely 
positions, as usually there was no other woman of 
comparable age or with similar interests in the im- 
mediate office circle. 

One of the chief functions of the Society was to 
provide opportunities for members to get to know one 
another. They only had two dinners a year but some- 
times it was difficult to get to these. In some provincial 
centres such as Birmingham, Liverpool and Leeds they 
had started groups and members met informally, 
mostly in friends’ houses. 

The Committee had decided that London might be 
a suitable place to start another group and two pilot 


meetings were being arranged by Miss Betty Upton, 
the Secretary, for February 12th and April 8th next 
year. Members would hear about these later. 

Miss Rainey said they were all looking forward with 
interest to the result of the Institute's ‘Small Practi-. 
tioner' Inquiry and the questionnaire on fees and 
remuneration. This was of key importance when one 
faced steeply rising rents and possibly a loss of clients . 
through take-overs and amalgarnations. It was evident 
that the Institute was interested in their welfare. 

Responding to the toast, Mr Densem paid tribute 
to the work of the late Miss Watts and described her 
as an idea] member of the Institute. 

Mr Densem said that up to the end of September 
this year 433 ladies had been admitted to membership , 
af the Institute. 'l'he current total of lady members was 
400 - about 1 per cent of the total membership were 
women, but what was more interesting was that the 
registration of young lady articled clerks was 120, which 
was about 4 per cent of the total registrations. 

Out of the 400 there were eighty-two in practice, 
fifty-five in the country and four abroad. There were 
over seventy employed in professional offices and forty- 
one were employed in commerce or in a non-practising 
capacity. Unfortunately no details were known about 
the other 150, but it was evident that women were 
playing an increasing part in the profession. 

Turning to more general matters, Mr Densem spoke 
of the immense amount of work being done on educa- 
tion and training by the Institute. He said they hoped 
to be able to announce soon that the Privy Council 
had approved the alterations to the charter to enable 
them to put into full effect the new syllabus and timing 
of the new examinations. They had been talking to 
various educational establishments which received 
assistance from Governmental or municipal funds, in 
the hope that these might help them in the preparatory 
courses they were anxious to run. It was hoped that 
the new universities might also be able to help them 
in the future. 


Outstanding Group 


Introducing the guest speaker, Miss Rainey said they 
had hoped to get a woman M.P., this unfortunately had 
not been possible — they were much in demand and 
were booked up a long time ahead - and they were 
indebted to Mr Lubbock for stepping into the breach. 

Referring to the small number of women M.P.s and 
the far smaller number of accountants in the House, 
Mr Lubbock said: 

'[f you want to get into Parliament, don't be a woman 
and don't be an accountant — and certainly don't be both! 
Paving tribute to the women on both sides of the 
House today, Mr Lubbock said he thought they were +. 
more outstanding group than ever before; there was 
no shortage of talent among them despite the fact that 

their number was so pitifully small. 
The toast of ‘The Guests’ was Bipod by Miss 
Barbara Fox, F.C.A., and responded to by Mr N. Casselton 


. Elliott, M.A., F.C.4., Chairman of the London and 


District Society of Chartered Accountants. 
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London Chartered Accountant 
Students’ Dinner 


The fiftieth annual dinner of The Chartered Accountant 
Students! Society of London was held at Grosvenor 
House, Park Lane, last Monday, and was attended by 
nearly one thousand five hundred members and guests. 

Mr Ernest F. G. Whinney, M.A., F.C.A., President 
of the Society, was in the chair, and among those 
present were The Rt. Hon. Lord Upjohn, P.C., C.B.E., 
D.L., Lord of Appeal in Ordinary; Mr W. Guy 
Densem, F.C.A., Vice-President of the Institute; Sir 
Harry Pilkington, LL.D., Chairman, Pilkington Bros 
Ltd; Mr F. R. Althaus, a member of the Council of 
The Stock Exchange; Mr Arthur E. Wicks, J.P., the 
Rt Hon. the Chairman of the London County Council; 
Sir John Evans, K.B.E., C.B., Deputy Chairman, Board 
of Inland Revenue; and Sir Julian Dode, F.c.a., 
President, British Iron and Steel Federation. 


Eightieth Year 


Lord Upjohn, P.C., C.B.£., D.L., Lord of Appeal in 
Ordinary, proposing the toast of “The Students’ 
Society’, said: 

‘This must, I suppose, be the doyen of all the students’ 
societies in all the professions in the world. It was founded 
only three years after the Institute received its charter in 
1880 and so it is in its eightieth vear. It is the fiftieth year in 
which it has had an annual dinner. What a pity they wasted 
the first thirty years! Of course, it was founded by that 
great and distinguished memter, later President of the 
Institute, Mr Frederick Whinney and you have done well 
to elect his grandson to the office of President of the Society 
this year. $ : 

‘I think this society does a most valuable and essential 
work in training the young and embryo accountant and Í 
think the training of the accountant ought to be as thorough 
as in any profession today. There can be no doubt that the 
power and therefore the responsibility of the chartered 
accountant is increasing every day, and rightly too. He 
stands nearer and nearer always to the industrialist and the 
financial adventurer ~ I say tha: in a proper sense — and he 
is always going into new spheres and new fields. I think he 
‘is more responsible than anyone else for guiding the 
business man of today. The lawyer must, of course, be 
there to see that the whole matter is kept on the right set 
of rails. But that having been seen to, it is the accountant to 
whom the business man turns, not merely in the matter of the 
annual accounts — that is quite a simple matter nowadays — 
but on every hand: costs, profitability, new markets and 
new ventures. 

"Turning for a moment to the law, I wonder how many of 
you realize that it is the accountant's profession that has 
really made the common law of the income tax law? When 
there is some new section you have to take it to the Courts 
and it is for us to judge what Parliament in its wisdom has 
said: frequently an impossible and frustrating task. But we 
-have.to try to say what they meant. 

‘There is a great deal of common law about income tax. It 
is a common law introduced because accountants, and chart- 
ered accountants in particular, over the years have been able 
to persuade the Board of Inland Revenue that on the whole 
correct accountancy principles are the right principles to 
adopt for.the purposes of income tax. This is often not 
realized as much as it should be. We see it in the Courts 
and I'am pleased to say that there has been such a great 
measure of common agreement between the professional 


bodies of chartered accountants and the Board of Inland 
Revenue that many, many matters are not submitted to the 
Courts at all because they are agreed on common-sense 
accountancy principles. 

‘Of course, there are matters on which you will have to 
come into direct contact with the inspector of taxes, I am 
saying this in the presence of the Deputy Chairman of the 
Board of Inland Revenue that I believe that, like sparrows, 
inspectors of taxes are excellent husbands and very good 

“fathers. (Laughter.) But the public image of an inspectcr of 
taxes is not that he is a sparrow but a sparrowhawk. He 
swoops suddenly on a poor, defenceless, weak little taxpzyer, 
gathers him up in his talons and tears him to shreds. | am 
not saying that is a true picture, But it is a picture. Now you 
have, I feel, at this stage a difficult task. We see it somet.mes 
in the law. You have got to advise your client to resist this 
sparrowhawk. You must do it zealously. But, as I know. you 
sometimes find that your client is that man who is an evader 
of taxes, not merely one who wants to avoid a tax. There is 
a distinct difference: one is criminal and the other is allowed 
by the Board. But you must be zealous when -you find that 
your client is trying, to descend to the vernacular, to d ddle 
the income tax. It is not always easy. I have heard it saic that 
some clients think: “Oh, well, my accountant is really in the 
pocket of the inspector of taxes”. I have never known z case 
which has justified that and I am sure it has never beea the 
case. But I would remind you that you want to be careful 
to see that your client cannot possibly be given that im- 
pression.’ (Applause.) 


Replying to the toast, Mr M. Ali Khan, Chairman 
of the Committee of the Students’ Society, said: 


` "We have many problems in the Society, but I have been 


` fortunate in having a committee absolutely behind me. The 


expansion of the work of the Society is one of our real 
‘obstacles. We have made many plans, but we are checked 
when it comes to £ s d. We have not been able to find iz, but 
we are making efforts. l 
‘A major development in the work of the Society is zoing 
to be the inauguration early next year of full-time mtro- 
ductory lecture courses, This may just be a beginning of the 
increased responsibilities the Society will have ir the 
coming years. ‘This course has not been available to previous 
generations of the Society, and I hope that all those eUgible 
will take advantage of it. I would like to say a brief wcrd to 
the principals involved: we, as a committee, believe firmly 
that this scheme cannot be a success without your support. 
The benefit to you will be immediate. It will be refected 
in the increased productivity of your articled clerks. 
(Laughter.) Or perhaps I am being optimistic. As far as the 
Society is concerned, if this scheme is a success, it will give 
us encouragement to do better things to improve these 


facilities. 
Vested Interest 


‘As a body of students we have a vested interest in educa- 
tion and training for the profession. We have tazen a 
particularly keen interest in the recommendations cf the 
Robbins Committee on higher education and we we.come 
the Government’s acceptance of the mairi recommendations 
of the report. 

“This implies, firstly, that this country will get arother 
twenty-eight universities during the next sixteen years. 
Secondly, the Government is committed to spend { 3,500 
million over the next ten years on education, and thirdly, 
the Government is also committed to spend £1,420 million 
on modernization and making more places available for 
higher education — and our education comes within the 
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ambit of higher education. All these figures are staggering. 
I welcome them, but must express my concern about the 
repercussions it may have on our own profession. 

‘It is quite likely that there will be a steep fall in the 
quantity and quality of school-leavers available for our 
profession. Our worry arises from the fact that the London 
Society is concerned with just under half the number of 
people aspiring to become chartered accountants. Higher 
education and universities are going to be the main talking 
points over the next two or three decades. I agree with the 
feelings expressed in the Report on the desirability of closer 
links between the universities and the professions. This is 
important, because it is we who have to take the initiative in 
creating this link with the universities. 

"The future responsibility of the Society depends on the 
action the Institute takes to modernize the profession. We 
may slip back unless we take steps to go further ahead and 
modernize. It is up to the Council now to introduce revolu- 
tionary measures to make education and training attractive 
enough to compare favourably with university education, if 
they wish to attract young men.' 


Concluding, Mr Ali Khan said: 


“This, our fiftieth annual dinner, is a milestone in our 
history, and another milestone is the election of Mr Ernest 
Whinney as our new president. He is the figurehead in the 
Society. I am not very sure whether he knows the full im- 
pact of what he has taken on. 1 must warn him tha: he has 
all of five arduous years to go as President. I would now 
like you to join me in proposing Mr Whinney's health.' 
(Applause.) 

Tribute 
Proposing the toast of “The Visitors’, Mr Ernest 
F. G. Whinney, M.A., F.C.A., President of the Students’ 
Society, paid a tribute to his predecessor in office, 
Mr W. E. Parker, ‘who had skippered the Society 
through the last five successful seasons with great 
skill. He added: 


‘Before being President, Mr Parker led a research team 
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which has hammered out a new look for our training of 
articled clerks. As is the wont of “new looks" it has its 
Getractors who feel it does not go far enough, fast enough, 
while others feel it has gone too far too quickly. T'he great 
body of opinion, I feel, consider it went as far as it could - 
with the limitations that beset it. 'l'eachers and educational 
establishments do not arrive overnight. The time, the 
trouble, the energy Mr Parker has put into his work for 
developing the training and education of our profession 
is deserving of our utmost gratitude.’ (Applause.) 


Continuing, Mr Whinney said: 


‘Lord Upjohn was kind enough to remark that my 
grandfather was the first President of' the Students’ 
Society eighty years ago. I have looked up his inaugural 
address and in it he listed the various activities of a public 
accountant and it contains all the activities which we pursue 
today, including management accounting - he called it 
advice to traders and partnerships. There was one 
exception — there is no reference to taxation of any kind, 
icome or profits tax, capital gains or death duties. As 
about 90 per cent of the daily post-bag of a chartered 
accountant in these days comprises letters about taxation 
in one form or another those of us who are studying tax 
and those of us who are paying it can readily see that 
things have taken a turn for the worse. 

"Whilst it is pleasing to recall that our forebears laid 
same very satisfactory foundations for us on which to build, 
it is on the present and the future that we must set our 
sights. The world is in a state of convulsive development, 
ard our country and particularly those in it who have the 
background and training which a great profession affords 
have a leading part to play to ensure that civilization as we 
wish it to be shall be established throughout the world. 


Mr Whinney went on to express to Mr Ali Khan 
and the Committee the grateful thanks of the whole 
Society for their tremendously hard work. He added: 


‘It would be a gracious act on our part if we showed our 
appreciation of their efforts in preparing functions for our 


Council; Mr W. Guy Densem, F.c.a., Vice-President of the Institute; The Rt Hon. Lord Upjohn, P.C., C.B.E., D.L., Lord 

of Appeal in Ordinary; Mr Ernest F. G. Whinney, M.A., F.C.A., President of the Students’ Societv; Mr F. R. Althaus, 

a member of the Council of The Stock Exchange; Sir William Carrington, F.c.a., a Past President of the Institute; Sir John 

Evans, K.B.E., C.B., Deputy Chairman, Board of Inland Revenue; Sir Harold Gillett, Bt, M.C., F.C.A., a member of the Council 

of the Institute and a Past President of the Students’ Society; Sir Julian Pode, F.c.a., President, British Iron and Steel 
. Federation; Sir Richard Yeabsley, F.C.A., a member of the Council of the Institute. . 


d 


December 14th, 1963 


enjoyment and instruction if we gave them much greater 

support than we do. I refer to the social functions as well as 

the educational ones. ` f , 
‘It is important for the future of the profession that as 


«many of you as possible should get to know each other well 


b 


at an early date. The sooner you have a full sense of being 
part of a professional body the sooner you will take an 
interest in promoting its well-being. 

‘I must take the opportunity also to thank our secretary, 
Mr Carter, and his staff for all the good work they have 
done throughout the year and I include, of course, Miss 
Skeen who has arranged this dinner. It is no mean feat to 


organize and lay on a dinner for upwards of 1,448 persons,’ | 


(Applause.) 


A Good Friend 


Replying to the toast of "I'he Visitors, Mr F. R. 
Althaus, a member of the Council of The Stock 
Exchange, said: 


‘I don’t think in my life I have ever seen quite so many 
accountants, chartered, incorporated, embryo, or what you 
will, and I don't know what the noun of assembly is for you. 
I shall just have to leave it for you as an after-dinner exercise 
to devise one. An addition? A multiplication? A surplus? 
"Those are the sort of things vou perhaps have in mind. It 
would be more in keeping witb your cautious tradition and 
more possibly in line with what your president has said, if 
I called you an “accumulation”. (Laughter.) 

"Ihere is no lack of appreciation among members of the 
public about the learned and secret arts of your profession. 


When we are in trouble, the first man we think of is our ` 


good friend the accountant. This is a good thing. I am happy 
on this occasion to be able to reply partly on behalf of Sir 
John Evans, because although this is a sort of pre-Christmas 
dinner, the year really starts for the Inland Revenue on 
January 1st — that is the day of the long knives. We are 
frequently confronted with these alarming forms and letters 
which we are quite incapable of answering. That is where we 
turn to our accountants.’ 


In proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, Sir Harry 
Pilkington, LL.D., said: 


‘Since I am talking to a students’ society, may I say how 
much I agree with almost everything Mr Ali Khan said, and 
particularly with his references to the Robbins Report. I 
feel sure that the field in future from which accountants will 
be drawn will be wider as more and more people have access 
to higher education. His interesting statement about twenty- 
eight universities coming within the next twenty years 
compares with about twenty-five new ones in the last one 
hundred years and probably about ten new ones even since 
the war. All those that we have now have been greatly 
increasing. The increase in numbers has been tremendous 
but it does not stop in 1980 or 1985. As at that date, I think, 
the total numbers benefiting from a university education 
is going to be 558,000 in 1980 something, compared with 
about one hundred and forty thousand going to univer- 
sities fairly recently and something like three hundred 
thousand now. I may not have the figures quite right. But 
the numbers are increasing at a staggering rate. 

‘The quality is presumed for good reasons not to be 
allowed to diminish at all and therefore there will be a great 
many people who have reached the full level of attainment 
from among whom accountants will be drawn and normally 


-- are drawn. But, added to that, there will be far more demand 
Piave elsewhere for a great increase in graduates. I think I 


have no doubt that, granted a smaller proportion will be- 
come doctors (and there will be some increase in the demand 
for doctors but not a great one) and the same probably goes 
for clergymen and perhaps for lawyers and probably most 
of those professions on which the universities were originally 
based, the same will go for accountants. I do not think 
that the demand there is likely to go on increasing at 
the same rate as the increase in demand that is certain from 
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industry for, particularly, the sciences, engineering and the 
technologies and also for the past graduates who have a wider 
practical knowledge than probably is obtained from the 
simple, straightforward studies in arts. Therefore you are 
going to have to compete in your profession very strongly if 
you are to get the best men to lead your profession. 

‘It seems to me that accountants are going to have to 
widen their own conceptions of what is a full education and 
training for professional requirements. You have to ‘ook 
at your profession partly through your own eyes where you 
know exactly what, as a science, accountancy means - all 
this dealing with figures and the presentation of balance 
sheets and dealings with income tax collectors as between one 
inhuman person and another inhuman person, because that 
is very often the picture from outside of the accountant — 
I think you have to widen this so as to improve greatly an 
understanding of the context in which accountants work. 

. ‘You have to get it understood that if accountants are to 
take their place in.industry as management accountants, 
with a wider knowledge and using accountancy training as a 
basis, then they have got to learn a little more: that account- 
ancy is not merely a science but it has also to have far more 
of the elements of an art. : 

‘I believe that the syllabuses of your present examinations 
will need to be added to otherwise opportunities will be 
missed. If that is done and syllabuses are to be added to, 
to widen the general context, to get a broader and less 
vocational understanding as part of the educational training, 
then it means also that there has to be some streamlining 
and some pruning. 

‘In industry, on which this country depends, the acccunt- 
ant can be of the greatest help in giving figures and inform- 
ation and in helping to get the material for decisions 
promptly so that decisions can be taken quickly. I believe 
that accountants have a great part to play in the future and 
I think they have got to play it with a wider knowledge and 
a wider understanding of the real purpose and the real, 
competitive natures of industry in the world.’ 


A Profession — Not a Science 


Replying to the toast of "I'he Institute of Chartered 
Accountants in England and Wales’, Mr W. Guy 
Densem, F.C.A., Vice-President of the Institute, said: 


‘Sir Harry Pilkington spoke about the need for education 
and attracting the best types from the schools anc the 
universities. One of the objects that we are hoping to 
attain when the Privy Council approve the alterations in 
the Charter is to do that very thing, and I hope we will be 
successful. 

*One thing does require to be said: that after all we are 
a profession. Being a profession means we are not concerned 
with a science, but with something quite a lot more subtle 
than that. We are concerned with the exercise of a skilled 
art and even more, with judgement. The combination of these 
two depends very largely on practical experience and that 
is one of the reasons why your Institute insists on the 
system of articles. This provides that students do have 
some practical experience before admission. . 

‘The articled clerk often complains about the amount of 
study he has to do before admission, but you will find that 
the really successful chartered accountant never ceases to 
learn, however long ago he was admitted. He is learning 
every day from practical experience, and it is this experience 
acquired over many years that makes his services so valuable 
to his clients or to his employers. 

‘I now turn to the question of overseas work. Perhaps it 
is not appreciated that the three Ínstitutes in the United 
Kingdom do combine and have a committee called ‘“The 
Overseas Accounting Examination Advisory Board". This 
is designed to help the younger countries which are 
endeavouring to establish the accounting profession in their 
countries and to maintain a reasonable standard of 
examination and training. This is one thing that does not 
get publicized and something which the Institute is doing.' 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, December 4th, 1963, at the Hall of the 
Institute, Moorgate Place, London EC2, SEN were 
present: 

Mr W. Guy Densem, Vice-President, in gh chair; 
Messrs J. Ainsworth, c.B.E., J. F. Allan, G. R. EE 
W. L. Barrows, T. A. Hamilton Baynes, J. H. Bell, C. J. M 
Bennett, H. A. Benson, C.B.E., P. F. Carpenter, Sir William 
Carrington, Messrs G. T. E. Chamberlain, D. A. Clarke, 
C. Croxton-Smith, E. Hay Davison, Sir Harold Gillett, 
Bt, m.c., Messrs J. Godfrey, G. G. G. Goult, P. F. Granger, 
J. S. Heaton, J. A. Jackson, H. O. Johnson, Sir William 
Lawson, C.B.E&., Messrs R. G. Leach, c.B.E., R. B. Leech, 
M.B.E., TD, E. N. Macdonald, p.r.c., R. McNeil, J. H. 
Mann, M.B.E., R. P. Matthews, W. Bertram Nelson, C.n.&., 
W. E. Parker, C.n.E., S. J. Pears, F. E. Price, L. W. Robson, 
Sir Thomas Robson, M.B.£., Messrs R. G. Slack, D. Steele, 
A. G. Thomas, A. H. Walton, F. J. Weeks, M. Wheatley 
Jones, E. F. G. Whinney, J. C. Montgomery Williams, 
E. K. Wright, Sir Richard Yeabsley, c.3.8. 


Mr Robert P. Winter 


The Council received with great regret a report that 
the President, Mr Robert P. Winter, had to undergo 
an operation and the members of the Council resolved 
to convey to Mr Winter their sympathy and to express 
the hope that he would soon be restored to his usual 
vigorous health. 


Death of President Kennedy 


À message of sympathy has been sent by the President 
to the President of The American Institute of Certified 
Public Accountants on the death of President Kennedy. 


U.E.C. 


'l'he Council approved the terms of a special notice, 
giving details of the Fifth Congress of the Union 
Européenne des Experts Comptables Economiques et 
Financiers which is to be held in Vienna from August 
41st to September 3rd, 1964, for issue to all members 
with an explanatory note on U.E.C. and a notification 
form for completion by members interested in attending 
the congress. 


United Kingdom Automation Council 


Mr R. O. A. Keel, F.C.A., and Mr S. R. Harding, F.c.a., 
were appointed representatives of the Institute on the 
United Kingdom Automation Council (formerly the 
British Conference on Automation and Computation) 
for the year 1964. 


Intermediate and Final (Part i Examinations 


Syllabuses and Reading Lists for the General Paper at 
the new Intermediate and for the English Law (Part II) 
Paper at the new Final (Part I) examination. 

This definition of the revised syllabuses for the above 
papers does not indicate a substantial departure from 
the syllabuses already published. The primary inten- 
tion is to indicate more precisely the subject-matter 
and to assist candidates and tutors. 


There are added illustrative reading lists relating to 
that part of the Intermediate examination General 
Paper concerning English Law and to the English Law 
Part II paper in the new Final (Part I) examination. 
Examination questions will not be set by reference to 
any particular book or books. The lists are given in 
order to assist candidates to gauge the range and 
depth in which the subjects should be studied. The 


NM 
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publications included are examples of the kind of books ` 


on the relevant subjects which it would be appropriate 
to study. It is not to be inferred that these published 
books are recommended by the Institute in preference 
to others or that the list is comprehensive. 


Students should consult the latest edition of any ‘ 


book. 


(r) Intermediate Examination: General Paper 
(a) GENERAL 


Candidates will be expected to have a knowledge of 
current matters of general financial or commercial 


interest such as may be gained from the reading of a 


good daily newspaper. 


An elementary knowledge of the following: 
(i) Office organization 
Correspondence and the writing of reports and minutes 


— filing — duplicating, copying and other equipment — 
book-keeping machines. 


(ii) Commerce and industry 
The general structure of commerce and industry — 
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manufacturers, wholesalers and retailers — transport . 
and other services — nationalized industries —joint-stock ` 


companies, partnerships and sole traders — terms and 
practices in common use, 

(133) Money and banking 

The nature and use of money — functions of the Bank 
of England, the joint-stock banks and the main institu- 
tions of the money market — the use of cheques and 


bills of exchange — Bank rate — the provision of money | 


for commerce and industry. 


(1v) International trade 

Imports and exports — balance of trade and balance of 
payments — bills of lading — bills of exchange — foreign 
exchange. 

(v) Public finance 

Direct and indirect taxes — stages by which a Finance 
Bil becomes law- main heads of Government 
expenditure. 


(vi) Insurance 


Life assurance — annuities — pension schemes — fire and 


consequential loss insurance — marine insurance — 
insurance against other risks — national insurance. 

(vii) Investment 

Stock exchange terms and practices — factors influenc- 
ing stock exchange prices, Other types of investment; 
principles of investment. 


t 
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(b) ENGLISH LAW . 

(viii) Sources of English Law 

Statute law — the process of legislation — interpretation 
-of statutes ~ delegated legislation — nature, origin and 
development of common law and equity — case law ~ 
doctrine of precedent — ratio decidendi and obiter dicta — 
law reports. 


(ix) Administration of the law 

Organization and functions of the House of Lords, 
Court of Appeal, High Court, County Courts and 
Judicial Committee of the Privy Council — the judges 
and main officers concerned with the administration of 
law in these Courts. i 


(x) Elements of English law 

Distinction between civil and criminal liability — the 
nature of a contract what constitutes a binding 
contract — the doctrine of consideration ~ the nature of 
a tort- the basis and extent of liability in tort - 
remedies, legal and equitable, for torts and breaches of 
contract the difference between real and personal 
property and the various types of interest in these — 
legal persons, corporate personality and the doctrine of 
ultra vires. 


Illustrative reading list 
The scope of questions on that part of the paper 


relating to English law will be limited to the treatment . 


of the relevant topics in such books as the following: 
Frank: The General Principles of English Law. 
Geldart: Elements of English Law. 
Hood Phillips: A First Book of English Law. 
Smith and Keenan: English Law. 


(2) Final (Part Y) Examination: English Law 
(Part II) 

(i) General law of contract ` 

The formation of an enforceable contract. Form and 
consideration. Capacity of parties. Vitiating elements 
with special reference to mistakes, misinterpretation, 
undue influence and illegality. Privity of contract. 
Assignment of a contract. Discharge of contract. 
Remedies for breach. Quasi-contract. 


(ii) Sale of goods 

Sale of Goods Act, 1893, with special reference to the 
functions of the contract; subject-matter and price; 
implied conditions and warranties; transfer of property 
as between seller and buyer; transfer of title to third 
parties; duties of seller and buyer as to performance; 
remedies for breach including unpaid seller’s rights 
against goods. 


(iii) Carriage of goods . 
Common and private carriers. Duties and liabilities of 
carriers. Remedies by and against carriers. Stoppage in 
transit. ` 

, ^y) Agency 
ithe creation and termination of the relationship of 
principal and agent and the relationship of principal 
and agent with third parties. The wife as the husband's 
agent. Rights and duties of principal and agent. 
Agency of partners. 


(v) Suretyship and Guarantee 
General nature of the contract of guarantee and dis- 
tinction from indemnity. Requirement of signed 
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writing. Extent of liability. Discharge of surety. 
Revocation. 


(vi) Hire-purchase 

Hire-Purchase Acts, 1938 and 1954. The rights end 
objections of the parties to hire purchase agreemeats 
outside the scope of these Acts. 


(vit) Negotiable instruments 

Bills of Exchange Act, 1882 

(a) Bills of exchange — definition. Essentials of a valid 
bill. Acceptance. Inchoate instruments. Delivery. 
Capacity and authority of parties. Consideration. 
Negotiation and negotiability. Duties of the holder end 
liability of parties. Discharge. 

(b) Cheques. Difference between cheques and otaer 
bills. Crossed cheques. Protection of Bankers. Relation- 
ship of banker and customer. 

(c) Promissory Notes. 


(viii) Insurance 

The principles of insurable interest, good faith and 
indemnity. Misrepresentation. ‘Conditions and war- 
ranties. Subrogation and contribution. Assignment o 
policies. 


(ix) Bankruptcy 

Bankruptcy Act, 1914, with special reference to defini- 
tion and objects of bankruptcy. Acts of bankrupzcy. 
Petition. Receiving order. Composition and schemes of 
arrangement. Adjudication order. Appointment, 
removal, duties and powers of Official Receiver and 
Trustee in bankruptcy. Property available for distribu- 
tion. Proof of debts. Distribution of property. Order of 
discharge. Effect of bankruptcy on antecedent trans- 
actions. 


(x) Arbitration 

Arbitration Act, 1950, with special reference to arbitra- 
tion agreements generally. Stay of proceedings. 
Appointment, powers, liability, removal and remunzra- 
tion of arbitrator. Conduct of the arbitration. Enforce- 
ment of the award. Power of Court to set aside award. 


(xi) Trusts ‘ i 
(a) Trustee Act, 1925, with special reference to the 
appointment, retirement and removal of trustees. The 
powers and duties of trustees. The administration of a 
trust. Breach of trust and liabilities of trustees. 
Remedies of beneficiaries for breach of trust. 

(b) Trustee Investments Act, 1961; investment of trust 
funds. ` 


Illustrative reading list 
The bulk of the syllabus is covered by — 


Charlesworth: Mercantile Law. 
This work should be read for the following heads of 
the syllabus: 


General Jaw of contract; sale of goods; carriage of 
goods; agency; suretyship and guarantee; negotiable 
instruments; insurance; bankruptcy; arbitration. 

For other heads of the syllabus and for fu-ther 
reading on the relevant heads: 

Sales: The Law relating to Bankruptcy, Liquide tions 
and Receiverships. 

Cheshire & Fifoot: Law of Contract. 

Richardson: A Simple Guide to Negotiable Irstru- 
ments and the Bills of Exchange Acts. l 

Borrie: Commercial Law (chapter on hire-purchase), 

Keeton: The Law of Trusts. 
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Final (Part IT) Examination 

Advanced Accounting III Paper and the General Paper. 
Illustrative Reading Lists. 

The Council has already stated that it has accepted 
recommendations (55) and (56) of the Report of the 
Committee on Education and Training and has 
agreed to the publication of illustrative reading lists 
for the Advanced Accounting III Paper and for the 
General Paper in the new Final (Part IT) examination, 
which will first be held in November 1965. These 
reading lists are set out below. 


Advanced Accounting III Paper 


(a) MANAGEMENT ACCOUNTING 
The Institute of Chartered Accountants in England 
and Wales: 
Business Efficiency — the contribution which the 
accountant can make. 
Management Accounting — an outline of its nature 
and purpose. 
British Institute of Management: Increasing Profits 
in the Smaller Business. 
de Paula: Management Accounting in Practice. 


(6) COSTING 
The Institute of Chartered Accountants in England 
and Wales: 

Developments in cost accounting. 

Notes on the allocation of expense. 


Standard Costing — an introduction to the accounting 


processes. 
Wheldon: Cost Accounting and Costing Methods. 
Buyers & Holmes: Principles of Cost Accountancy. 


(c) STATISTICS 

Ilersic: Statistics and their Application to Commerce 

or Wheldon & Thirkettle: Business Statistics and 
Statistical Method. 


(d) OFFICE METHODS AND EQUIPMENT 

Milward: Organization and Methods. 
Linton: Introduction to Mechanized Accounts 

or Sutton: Machine Accounting 
Sandford Smith: Punched Cards 

or McGill: Punched Cards. 


General Paper 

The scope of this paper is very wide. There is no single 
textbook which covers all branches of the syllabus 
adequately. Nor is it desirable that candidates should 
restrict their reading in this way for this paper. There 
is a wide range of books on every section of the syllabus 
and new books are continually being added. The 
following reading, which contains only standard texts 
for students, is intended to help the student to cover 
the syllabus in such a way that he will have a general 
understanding of the topics included therein, and by 
further selective reading from books in the supplemen- 
tary list he can extend his knowledge of particular topics 
of interest to him to a stage where he can produce well- 
informed answers to a selection of questions. 


Introductory Reading 
Wiliams: Economics of Everyday Life. 
Hobson: How the City Works. 


Basic Textbooks 
Rose: The Economic Background to Investment. 
Benham: Economics 
or Cairncross: Introduction to Economics 
or Hanson: A Textbook of Economics. 
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(3) On Prices, Productton and Fie. 


Candidates should read at least one other of the three ` 
basic economics texts given above to supplement their 


main choice of book, for example, if they are mainly 
using Benham, then read the relevant chapters on the 
above topics in either Cairncross or Hanson. 
(ii) Money and Finance (including international trade) 
à Se The Economics of Money (especially chapters 
~15), 

Macrae: The London Capital Market (especially 
Chapters VII-XIT). 

Paish: Business Finance (especially Part IT). 

Hicks: British Public Finances 1880-19 52 (especially 
Chapters 3, 4 and 5). 
(iit) Industry and Trade 

Allen: The Structure of Industry in Great Britain 
(especially Chapters 1-7). 

Guenault & Jackson: The Control of Monopoly in the 
U.K. (especially Chapters 1-6 and 10). 

Candidates will be expected to keep up to date with 

events and issues which are directly relevant to the 

accountant’s field of study, for example, ‘take-over’ 
techniques, balance of payments crises, Bank rate and 
monetary developments. Regular reading of Account- 
ancy and The Accountant is strongly advised since these 
contain both articles and professional notes on such 
matters. The examiners will expect candidates to be 
familiar with matters which have been discussed i in their 
professional journals. 


Registration of Articles 


The Secretary reported the registration of 893 articles 
of clerkship during the last month, the total number 


‘since January rst, 1963, being 3,361. 


Members Commencing to Practise 


The Council received notice that the following ~ 


members had commenced to practise: 


Barr, Alan Murray, A.C.A., 21955; 44 Corporation Street, 
Manchester 4. 

Beadon, Maurice Edwin, A.C.A., a1955; *Frank H. Dymond 

- & Co, Victoria House, 37 Lewisham Way, New Cross, 
London SE14. 

Beirne, John, F.C.A., a1952; Thornton Baker & Co, and 
Edmonds & Co, Charter House, Commercial Road, 
Portsmouth; for other towns see Thornton Baker & Co, 
and Edmonds & Co. 
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Bennett, Christopher Richard Edward, A.C.A., a1963;. 


Wright, King & Co, 92 New Cavendish Street, Portland 
Place, London Wt, and 53 Deptford Broadway, London 
SES; also at Surbiton, SL. R. Willis & Co. 

Boreham, John Stokes, A.C.A., a1960; Whale, Barnett & Co, 
59/60 Broad Street Avenue, Blomfield Street, London EC2. 

SBradley, Peter Rowland, a.s.a.a., 1960; TtBarton, 
Mayhew & Co, Espalter 2, Madrid. 

Brighouse, Nicholas Denison, A.C.A., 41957; Lovewell Blake 
& Co, 30 Suffolk Road, Lowestoft, and at Great Yar- 
mouth, Halesworth, Norwich and Thetford. 

Burgoyne, David George, B.A.(COM.), A.C.A., @IQ55; 
Turquand, Youngs & Co, and Ware, Ward & Co, 14 
Bedford Street, Exeter; for other towns see ‘Turquand, 
Youngs & Co, and Ware, Ward & Co. 

Burns, Martin, A.C.A., a1958; 159 Kvverdale Road, Stam- 
ford Hill, London N16, 

Cartwright, William James, A.C.A., aS1953; 
Piender, Haskins & Sells and +Deloitte, Plender, Griffiths 
& Co, 1701 Centre International Rogier, poe i, and 
at Antwerp. 
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Cohen, Martin Benjamin, A.C.A., 41963; 8 Endersleigh 
Gardens, Hendon, London NW4. 

Colclough, Michael Eric, A.C.A., a1963; Downward, Plumb 
& Colclough, t Aynsley Road, Shelton, Stoke-on-Trent. 

Cole, Robert Alan, A.C.A., a1959; Wright, King & Co, 92 
New Cavendish Street, Portland Place, London W1, and 
53 Deptford Broadway, London SE8; also at Surbiton, 
*L. R. Willis & Co. 

Copley, Anthony Neville, A.C.A., a1959; T. G. Shuttleworth 
& Son and Hadfield, Riddell & Co, 32 Wilkinson Street, 
Sheffield ro. 


Dalal, Sohrab Pervez, B.COM., A.C.A., 41956; TTA. F. 
Ferguson & Co, Allahabad Bank Building, Apollo Street, 
Bombay 1, and at New Delhi. 

Dixon, Michael Richard, A.C.A., 21954; W. J. James & Co, 
Bishop House, 10 Wheat Street, Brecon. 

Freeman, David Derek, A.C.A., 21960; David D. Freeman 
& Co, 18 Bloomsbury Square, London WCt, and 156 
Holmleigh Road, London N16. 


Galleway, William Henry, B.COM., A.C.A., 419553 Carlill, 
Burkinshaw & Ferguson, 2 Parliament Street, Hull. 

Geller, Alan Milton, A.C.A., 41958; Alan M. Geller & Co, 
21A Northampton Square, London ECr. 

Gnananayagam, Rajadurai, A.C.A., 41963; Lawrie, Muthu 
Krishna & Co, 814 First Floor, Naga Building, Prince 
Street, Pettah, Colombo-rr, Ceylon. 

Gray, Richard Ernest, F.C.A., a1937; tJames Baird & Co, 
6 Murray Street, Belfast r. 


Hibbert, Harold, A.C.A., aS1957; Donald H. Bates & Co, 
rio Lichfield Street, Hanley, Stoke-on-Trent, and at 
Leek, Longton and Tunstall. > 

Humphry, Brian Gedge, A.C.A., 21961; The White House, 
Wivenhoe, Essex, . 

Ineson, Ernest, A.C.A., a1963; Greenwood, Barton & Co, 
cum Provincial Bank Chambers, Heckmondwike, 

orks. 


Jackson, Anthony Grahame, A.C.A., a1962; Bassett, Jackson 
Co, 6 Denbigh Close, Cranmore Park, Chislehurst, 
Kent, and at Harrow Weald. 

Jackson, David Gilfoy, A.C.A., a1963; Jackson, Vayro & Co, 
Nine Alma Square, Scarborough; also at Kirbymoorside, 
Helmsley and Pickering, Jackson, Mudd & Co, and 
Whitby, Jackson, Stevens & Co. 

Johnson, Robert Frank, F.c.a., aS1937; S. J. G. Southon & 
Co, 6 'T'he Parade, Exmouth and at Exeter. 


Lederman, Colin Stuart, A.C.A., 21962; *Frank H. Dymond 


& Co, Victoria House, 37 Lewisham Way, New Cross, | 


London SE14. 


a Indicates the year of admission to the Institute. 


aS Indicates the year of admission to The Society of 
Incorporated Accountants. 


§ Means ‘incorporated accountant member’. 
H Means ‘member in practice’. 


Firms not marked + ++ or * are composed wholly of 
chartered accountant members of the Institute. 


T Against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is 
composed wholly of chartered accountants who are members 
of one or another of the three Institutes of chartered 
accountants in Great Britain and Ireland. 


dëi Against the name of a firm indicates that the firm 


includes an incorporated accountant member of this 
Institute and is composed wholly of members of one or 
another of the three Institutes of chartered accountants in 
Great Britain and Ireland. 


* Against the name of a firm indicates that the firm is not 

wholly composed of members of one or another of the three 

ioci of chartered accountants in Great Britain and 
re an * 
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Legg, John Preston, F.c.a., a1951; tWhinney, Murray 
& Co, and *Whinney, Murray, Ernst & Ernst, P.O. Box 
955, Tripoli, Libya, for other towns see TWhirmey, 
Murray & Co, and *Whinney, Murray, Ernst & Ernst. 

Lilley, Gerald Parston, A.C.A., a1963; *Newman, Bennam 
& Co, Myrtle House, Hampton Court, Middlesex. 

Lowthian, John Bardgett, A.C.A., a1962; 1 The Crescent, 
Carlisle. 

Mabon, Thomas, A.C.A., a1963; N. T. O'Reilly & Partaers, 
28 Portland Square, Carlisle, and at Hawes, Ki-kby 

- Stephen and Penrith. 

MacDonald, Ian, A.C.A., a1962; 5 Carters Hill Cose, 
Mottingham Lane, Eltham, London SE9. 

MacMillan, Douglas Charles, A.C.A., a1957; Armstrong, 
Routledge & Co, 9 Whitburn Street, Bridgnorth, Szlop. 

Middleton, Colin James, A.C.A., a1962; Harry Price & Co, 
32 Gildredge Road, Eastbourne. 

AT s À.C.A., 41954; *Miell & Co; 57 High Street, 

ord. 

Moss, Brian, A.C.A., 21963; Brian Moss & Co, 9 Grosvenor 

~ Road, Westcliff-on-Sea. 

Muxworthy, Peter Rice, A.C.A., 21963; Frank C. Beven & 
Co, Exchange Buildings, Swansea. 

$Nelson, Byron Bernard, a.s.a.a., a1962; TiWhinney, 
Murray & Co, P.O. Box 1783, Teheran, Iran. 

Palmer, Monroe Edward, A.C.A., @1963; 31 The Wale, 
London NWir. 

Princep, Anthony, F.c.A., 281948; Thornton Baker & Co, 
324 Glumangate, Chesterfield, and at Sheffield. 

Roy, Pinaki Ranjan, A.C.A., 081965; P. Roy & Co, 180 
Aldersgate Street, London ECr. 

Sandry, Douglas Henry, F.C.A., 41937; Price Waterhouse & 
Co, Beaufort House, (P.O. Box 20), 96 Newhall Sweet, 
Birmingham 3, and Cavendish House, 41 Waterloo Steet, 
Birmingham 2. 

Shepherd, John Kenneth, A.C.A.  a1962; Bradfield, 
Chapman & Co, 8 Oxford Street, Nottingham. 

South, Frank Rayner, A.C.A., a1956; *Cooper Brothers & 
Co, and *Coopers & Lybrand, Collins House, 360 Ccllins 
Street, Melbourne Cr, Victoria, Australia, for cther 
towns see "Cooper Brothers & Co, and *Coopers & 
Lybrand. 

Steere, Leslie Anthony, ¥.C.A., a1949; TCooper Brothers & 
Co, and TCoopers & Lybrand, National Bank Chambers, 
Old Moshi Road, (P.O. Box 117), Moshi, Tanganvika, 
for other towns see TCooper Brothers & Co, and TCocpers 
& Lybrand. 

Stephen, Ian George, A.C.A., a1959; Heald, Appleby & Co, 
67 Millview Drive, Tynemouth. 


. Syckelmoore, Philip Francis William, A.C.A., 41963; 4 Gipsy 


Road, West Norwood, London SE27. 

Templer, Basil Henry Francis, D.F.C., F.C.A., a1937; *Price 
Waterhouse & Co, Paseo De Gracia 89, Barcelona &, for 
other towns see "Price Waterhouse & Co — European 


firms. 

Terrill, Colin John, A.C.A., a1963; Leslie A. Ward & 
Partners, 3/4 Great Marlborough Street, London Wr. 
Thomas, Michael Warrand, A.C.A., a1961:; *Pritchard & Co, 
32 Main Street, Fishguard, and at Cardigan; also at 
EE and Milford Haven, *Pritchard, Rezd & 


o. 
Trueman, Lester John, A.C.A., 481953; 224 Chester Road, 
Streetly, Sutton Coldfield, Staffs. 
Ullmann, Ronald Manuel, A.C.A., 41962; Ronald Ullmann 
& Co, 51 Wychwood Avenue, Edgware, Middlesex. 
Vakil, Jimmy Dhunjishaw, B.SC.(ECON.), A.C.A., 41957; 
A. FE. Ferguson & Co, Allahabad Bank Builcing, 
Apollo Street, Bombay 1, India, and at New Delhi. 
Wade, Roland John, A.C.A., aS1955: tPeat, Marwick, 
Mitchell & Co, and tAngus Lawrie, Jeremy & Co, 
un House, Eliot Street, (P.O. Box 612), Nairobi, 
enya. e 
Whitman, Roy Arthur, A.C.A., &$1955; Roy A. Whi-man 
& Co, and Whitman & Associates, Stone House, Biskops- 
gate, London EC2. 
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Re-admission to Membership 


It was reported to the Council that the following 
re-admission, made at the Council meeting on Novem- 
ber 6th, 1963, subject to payment of the amount 
required, had become effective: 


Glossop, William Reginald, F.C.A., 41918; 12 Grove Road, 
Shipley, Yorks. 


Resignations 


The Council accepted the resignations from member- 

ship of the Institute of: 

Sen, Satya Ranjan, F.S.A.A., 4$1936; 13 Jagannath Datta 
Lane, Calcutta 9. 

Sothcott, Raymond, F.c.A., a1942; 6 The Park, Ealing, 
London Ws. 


and of the following members with effect from Decem- 
ber 31st, 1963: 


Brittain, Denis Gould, F.c.a., 21930; 4 Chege, Drama 


Street, Somerset West, Cape Province, South Africa. 

Chapman, (Miss) Edna Mary, F.C.A., 41928; 125 Scalby 
Road, Scarborough. 

Cotton, Edwin Savile, F.C.4., a1925; ‘Avalon’, West Cliff, 
West Bay, Bridport, Dorset. 

Gerry, Ulric Reginald, F.C.A., a1910; "The Hermitage’, 
Roker, Sunderland. 

Jacobs, Kenneth Charles, 0.B.E., F.C.A., 41927; Newton 
Court, Dixton, Monmouth. 

Lance, George Henry, F.S.A.A., 251937; 74 Chalkpit Lane, 
Dorking, Surrey. 

Lynes, Tony Alfred, F.C.4., 21952; 24 Highgate West Hill, 
London N6, 

Morgan, Robert Pratt, M.C., F.C.A., 41925; 63 Cecil Road, 
Norwich. 

Tough, Robert MacGillivray, F.s.A.4., aS1936; County 
Treasurer, Wiltshire County Council, County Hall, 
Trowbridge, Wilts, 

Vowles, Martin Walstan, F.c.a., a1928; 40 Kimihia Road, 
Huntlv, New Zealand. 

Young, Cyril F.c.a., @1948; ‘Pax’, Bleadney, Wells, 
Somerset. 
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Deaths of Members 
Miss Ethel Watts 
The Council received with regret the report of the 


death on November 19th, 1963, of Miss Ethel Watts, ^^ 


B.A., F.C.A., who was the first woman to qualify by 
examination as a member of the Institute. She had for 
many years been a member of the Executive Committee 
of the Chartered Accountants! Benevolent Association 
and was the first Chairman of the Women Chartered 
Accountants! Dining Society and the first woman 
member of the Committee of the London and District 
Society of Chartered Accountants. Miss Watts was 
one of the Institute's official delegates to the Eighth 
International Congress of Accountants in New York 
in 1962. 
The Council also received with regret the Secretary's 
report of the deaths of the following members: 


Mr Alan Boaler, &.c.a., West Bridgford. 


» John Hilaire Panter Brick, E.D., F.C.A., Salisbury, 
. Southern Rhodesia. 


„ Percy Alfred Bristow, r.c.A., Horsham. 

» Stanley Reuben Curtis, B.A., F.c.A., London. 

» William Arthur Delahaye, F.C.A., Wellington, Somerset. 
„ Alfred Dobson, F.c.a., Leeds. 

» Stephen Wigfull Hallam, F.c.a., Sheffield. 

„ Edward Alfred Harris, F.C.A., Bristol. 

„ John Evans Jackson, F.c.a., São Paulo. 

» Kenneth Augustus Jeremy, F.c.a., Nairobi. 

3, Robert Hugh Law, F.c.a., Nottingham. 

„ Peter Richard Le Meur, A.C.A., Bangkok. | 
» Thomas Stanley Milburn, F.c.a., North Shields. . 
„ Herbert Alfred Post, Saa A. West Wickham. 

„» Albert Cecil Ralph, F.c.a., London. 

» David Sirkin, F.c.A., Leicester. 

» Fred Haigh Sterry, ¥.c.a., Whitley Bay. 

» Roy Storry, F.c.4., Huddersfield. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 
Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 

hearings held on November 6th, I9 63. 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Gordon 
Lewis Chick, r.c.A., had been guilty of acts or defaults 
discreditable to a member of the Institute within the 
meaning of sub-clause (3) of clause 21 of the supple- 
mental Royal Charter in that (a) he failed to pay for 
goods to the value of £80 supplied to him by a firm 
of tailors; (6) he failed to pay for goods to the value 
of £3 9s tod supplied to him in April 1963 by a retail 
shop; (c) he failed to ensure that sufficient funds were 
available to meet the cheque dated April 29th, 1963, 
for the sum of £3 9s rod in payment for the above- 
mentioned goods; 
judgments had been registered against him over 
the period April 1956 to date; (e) he failed to pay the 
subscription payable by him under clause rı of the 
supplemental Royal Charter and bye-law g2 in respect 
of the year 1963 for four months after the same became 
due; (f) he failed to ensure that sufficient funds were 
available to meet the cheque dated April 26th, 1963, 


(d) twenty-one county court. 


for the sum of £6 6s drawn in favour of the Institute 
in payment of the said subscription, so as to render 
himself liable to exclusion or suspension from member- 
ship of the Institute. The Committee found that the 
formal complaint against Gordon Lewis Chick, F.C.A., 
had not been proved under beading (a) but had been 
proved under all other headings and the Committee 
ordered that Gordon Lewis Chick, F.c.A., of 54 Albany 
Road, Cardiff, be reprimanded. 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Councjl that Herbert 
Basil Sheasby, F.c.a., had been guilty of acts or 
deiaults discreditable to a member of the Institute 
within the meaning of sub-clause (3) of clause 21 of 
the supplemental Royal Charter in that following an 
interview with Mr X. he permitted the publication in 
the June 1963 edition of a trade magazine of an article 
about himself in which publicity was given to the 
professional activities of himself, his firm and other 
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firms with which he had previously been associated 
so as to render himself liable to exclusion or suspension 
from membership of the Institute. The Committee 
found that the formal complaint against Herbert Basil 
. Sheasby, F.c.a., had been proved and the Committee 
ordered that Herbert Basil Sheasby, F.c.a., of Panton 
House, : Howard Street, London WCz, be repri- 
manded. l 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Edwin 
Clifford Thorne, F.c.a., was at the General Session 
held in the Old Bailey on July oth, 1963, convicted on 
indictment for that he (a) with intent to defraud and 
to the prejudice of His Late Majesty the King and 
the Commissioners of Inland Revenue caused to be 
delivered to an Inspector of Taxes certain false 
accounts purporting to be true accounts of the busi- 
ness of A. Ltd (two offences); (6) conspired with other 
persons to cheat and defraud Her Majesty the Queen 
and the Commissioners of Inland Revenue by sub- 
mitting false accounts, by false pretences and by 
divers other subtle crafty and fraudulent means and 
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devices; (c) with intent to defraud and to the prejudice 
of Her Majesty the Queen and the Commissioners of 
Inland Revenue caused to be delivered to an Inspector 
of Taxes certain false accounts purporting to be true 
accounts of the business of B. Ltd; (d) with intent to 
defraud and to the prejudice of His Late Majesty the 
King and the Commissioners of Inland Revenue caused 
to be delivered to an Inspector of 'l'axes certain false 
accounts purporting to be true accounts of the busi- 
ness of C. Ltd (two offences); (e) with intent to 
defraud and to the prejudice of Her Majesty the 
Queen and the Commissioners of Inland Revenue 
caused to be delivered to an Inspector of ‘Taxes 
certain false accounts purporting to be true accounts 
of the business of C. Ltd, and was ordered to be 
imprisoned two years in respect of each offence such 
sentences to be concurrent, so as to render himself 
liable to exclusion or suspension from membership 


-of the Institute. The Committee found that the formal 


complaint against Edwin Clifford Thorne, F.c.a., had 
been proved under all headings and the Committee 
ordered that Edwin Clifford Thorne, F.c.a., formerly of 
57 Amersham Hill, High Wycombe, Buckinghamshire, 
be excluded from membership of the Institute. 


MEMBERS’ LIBRARY 
The Librarian reporis that among the books and papers acquired by the Institute in recent weeks by purchase and 
gifts are the following: 


Business Economics; by J. Bates and J. R. Parkinson. 
Oxford. 1963. (Basil Blackwell, 30s.) 

Butterworths Income Tax Handbook: ... the Income Tax 
Acts as operating during 1963-64. (Butterworths. ) 1963. 
(Butterworths, 325 6d.) 

Credit and Collection Principles and Practice; by A. F. 
Chapin and G. E. Hassett: 7th edn. 1960. (McGraw- 
Hill, 625.) 

Draft Double 'Taxation Convention on Income and 
Capital: report of the OECD Fiscal Committee. 
(Organization for Economic Co-operation and Develop- 
ment.) Paris. 1963. (O.E.C.D., 155.) 

Dymond's Death Duties; by R. Dymond: thirteenth 
edition by R. K. Johns. 2 vols. 1960. Fourth supplement 
1963. (Solicitors Law Stationery Society, 147s and 255.) 

Elements of Insurance; by W. A. Dinsdale: third edition. 
1963. (Pitman, 18s.) 

Family Expenditure Survey: report for 1962. (Ministry of 
Labour.) 1963. (H.M.S.O., 15s.) 

The Finance Act 1963, with introduction and annotations, 
(Butterworths.) 1963. (Butterworths, 22s 6d.) 

Financial and Managernent Accounting: an introduction; 
by H. Bierman. New York. 1963. (Macmillan, 63s.) 

Hanson’s Death Duties; by A. Hanson: tenth edition by 
H. E. Smith. 1956. Sixth supplement. 1963. (Solicitors 
Law Stationery Society, ross, 308.) 

Higher Education: report... Cmnd. 2154. (Committee on 
Higher Education.) 1964. (H.M.S.O., 155.) 

How to Become a Successful Manager; by H. Whitehead: 
second edition. 1963. (George Allen & Unwin, 155.) 

Insurance Administration; by J: B. Welson and H. Taylor: 
eighth edition by W. A. ' Dinsdale. 1963. ao 325 6d.) 

. Key to Carter's Advanced Accounts; (by R. N. Carter, 
F.C.A.): fifth edition by D. Garhutt. 1963. (Pitman, 305.) 

Modern Automation; by D. Foster. 1963. (Pitman, pre- 
sented by Accountancy, 425.) 

Nyland on Stamp Duties; by F. Nyland: third edition. 
by R. G. Holbrook. 1963. (Butterworths, 355.) 

PERT: a new management planning and control technique; 
by G. N. Stilian and others. New York. 1962. (American 
Management Association, 545.) 


. Taxation Guide 1963-64 . . .; 


Property Taxation: tax planning in land transactions with 
precedents; by H G. S. Plunkett. 1963. (Sweet & 
Maxwell, 635.) 

Revenue Law comprising income tax, surtax and profits 
tax; estate duty; stamp duties; tax and estate planning; 
by B. Pinson. 1962. First Supplement 1963. (Sweet & 
Maxwell, gor and 7s 6d.) 

Sales Organization and Control; by C. H. Lacey and C. S. 
Deverell. 1963. (Gee, 30s, presented.) 

Scales of Salaries for Teachers in Establishments for 
Further Education... from April 1st, 1963 . . . (Ministry 
of Education.) 1963. (H.M.S.O., 45.) 

Smith's Taxation: sixty-seventh edition; by A. E. Bevan. 
1963. (Advertiser Press, 215.) 

Stock Market Economics; by M. S. Rix: revised edition 
1963. (Pitman, 30s.) 

Tax Planning with precedents: fourth edition; by D. C. 
Potter, H. H. Monroe and S. Bates. 1963. (Sweet & 
Maxwell, 72s 6d.) 

Taxation in the Federal Republic of Germany; (by H. J. 
Gumpel and C. Boettcher). Chicago. 1963. (Commerce 
Clearing House, 225s.) 

by J. D. Jenkins. 1963. 
[Typescript.] (Jenkins, 25s.) 

The Taxation of Income from Property: the provisions 
of the Finance Act, 1963. (Association of Certified and 
Corporate Accountants.) 1963. (A.C.C.A., 45.) 

The Taxation of Patent Royalties, Dividends, Interest in 
Europe: guides to European taxation, volume 1. (Inter- 
national Bureau of Fiscal Documentation.) Amsterdam. 
1963. [Loose-leaf.] (1.B.F.D., presented.) 

United States Taxation of Foreign Investment: the New 
Approach; by A. R. Rado. Amsterdam. 1963. (Inter- 
national Bureau of Fiscal Documentation, 40s.) 

An Up-to-date Supplementary Service to European 
Taxation. (International Bureau of Fiscal Documenta- 
tion.) [Loose-leaf.] From 1963. (I.B.F.D.) 

Variation and Final Account Procedure; by W. H. 
Wainwright. 1963. (Hutchinson, 215.) 
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UNION OF CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETIES: 


ANNUAL CONFERENCE AT CARDIFF 


The annual conference of Chartered Accountant 
Students’ Societies was held in the Council Chamber 
of the City Hall, Cardiff, on Friday and Saturday, 
December 6th and „th. Fifty-seven delegates from 
twenty-eight students’ societies took part under the 
chairmanship of Mr Peter H. Dobson, J.P., .F.C.A., of 
Leeds. 

With the admission of the Lincoln and South 
Lincolnshire Society, all the students’ societies of the 
Institute except the Isle of Wight were represented at 
the conference. During seven hours of discussion 
most of the subjects of difficulty to articled clerks and 
to students' societies were reviewed, opinions and 
information were exchanged and suggestions made 
towards more effective measures to deal with the 
major problems of present circumstances. 


Technical Schools 


By a small majority the conference was in favour 
of developing the use of technical schooling rather 
than correspondence tuition, but a serious warning 
was given that schoolmasters in technical schools had 
often been found to be dictatorial in their attitude, 
quite ignorant of the requirements and professional 


standards of the practice of accountancy and opposed 


to co-operation with lecturers from the profession. 
The low standard of the lectures in many technical 
schools and the inroads that full-time schooling would 
make into the practical experience which was the most 
important element in the training of chartered 
accountants were also stressed, though the cheapness 


of the subsidized technical schools was alleged in their : 


favour. 


Examination Fees 


The recent very heavy increase of examination fees 
came under fire. It was pointed out that the real 
function of.the examinations was to provide a hedge 
for the protection of the qualification of those who 
were already members of the Institute and that it was 
quite unjust to lay the cost upon the candidates who 
were outside the protection and many of whom would 
never come within the hedge and enjoy the benefits it 
gave. 'T'he effect of the Council's drastic action was to 
transfer the financial burden from members of the 
Institute who enjoyed the benefit of the examinations, 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


to articled clerks who were far worse off financially 
than any of the members. 

The conference received the Institute's report of 
the last meeting between members of the Council and ` 
the liaison committee of the conference, and referred 
several of the subjects discussed at the conference 
e consideration at the next meeting to be held in 
1964. 


Students’ Societies’ Problems 


A good deal of time was devoted to the consideration 
of the unending problems of students’ societies in 
their efforts to combat the increasing pressures of 
ofice work, study and other interests that divert 
students from the wider professional education which 


- it is the main function of students’ societies to provide. - 


In this connection discussion ranged over residential 
courses, the support of the Council of the Institute 
in securing the co-operation of principals, closer 
contact with universities and compulsory membership 
for principals. 

Amongst more domestic matters discussed were 
Institute grants for heavy expenses of lectures in 
some areas, expenses of distant students both for 
attendance at lectures and when sitting examinations, 
and grants to articled clerks by local education 
authorities. Other subjects that came under review 
were salaries and premiums, examination exemptions ` 
and dates, personal publicity and the description ` 
‘articled clerk’, the selection of books for students’ 
society libraries and the design of the Union tie. 


New Officers 
The following officers were elected for oe 


Chairman: Mr W. K. Wells, R.A., F.C.A. 

Hon. Treasurer: Mr P. H. Dobson, J.P., F.C.A. 

Hon. Lecture Panel Secretary: Mr D. C. Farthing, F.C. A. 
Hon. Auditor: Mx P. L. Neild, T.D., F.C.A. 

Hon. Secretary: Mr R. J. Carter, B.COM., F.C.A. 


After the adjournment of the meeting on Friday 
evening the South Wales Students' Society, celebrating 
its fiftieth anniversary, entertained the delegates to 
dinner in the impressive surroundings of the banqueting 
hall of Cardiff Castle with Mr Graeme M. Metcalfe, 
F.C.A., the President of the Society, in the chair. 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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PROFESSIONAL NOTICES 


Messrs Bowker, Onronp & Co, Chartered Account- 
-ants, of 26-28 Hallam Street, Portland Place, London 
Wi, announce that as from December 7th, 1963, they 
have entered into an association with Messrs 
GREENHALGH, SHARP & Co, Chartered Accountants, 
formerly of 17 Half Moon Street, London W1, with 
which. firm they have worked closely for many years 
past. Mr REGINALD E. ANDERSEN, A.C.A., a partner 
in Messrs GREENHALGH, SHARP & Co, has joined the 
firm as a partner and Messrs E. H. Orrorp, F.c.A., 
L. T. Hoparns, C.A., and D. A. Perry, F.C.A., have 
been appointed partners in Messrs GREENHALGH, 


SHARP & Co. The two practices will continue to be’ 


carried on separately, but from the same new address 
of 15~19 Cavendish Place, London Wi. Telephone: 
Museum 6391. 

Messrs CHAMBERLAIN & MERI Chartered 
Accountants, of Park House, Friar Lane, Nottingham, 
announce that they have agreed with Messrs Turron, 
Ross & Co, Chartered Accountants, of 91 Talbot 
*Street, Nottingham, to amalgamate their Nottingham 
practices with effect from January 1st, 1964, under the 
. name of CHAMBERLAIN TurToN & Dunn. Mr FRANK 
MERCHANT, who has been senior partner since 1918, 
will retire from active practice at the end of the year 
-andÜüthe partners in the new firm will be Messrs 
WILFRID L. DUNN, F.C.A., CHARLES E. TURTON, 
F.C.A., THOMAS ASHTON, F.C.A4., A. E. WILKINSON, 
F.C.A., RICHARD C. TURTON, A.C.A., BRIAN R. DUNN, 
A.C.A., J. G. HARRISON, A.C.A. The practice will be 
- carried on at the present addresses until premises at 
Pelham Road, Sherwood Rise, Nottingham, which 
" “have been acquired to accommodate the new firm, 


+ are ready for occupation. 


Messrs CouLtTHarps, Chartered Accountants, of 
23 Coleman Street, London EC2, now incorporating 
the previous firms of Duvarı Daves & Co, 
COULTHARD THomas & SON and Lawrence D. Rosg 
& Co, announce that they have taken into partnership 
Mr Hop BRENDON CURLEY, A.C.A. The remaining 
partners, Messrs Derek H. THOMAS, F.C.A., JOHN A. 
SIMMONDS, A.C.A., and Howarp G. VOWLES, A.C.A., 
will continue as heretofore. 

Messrs B. Davis & Co, Chartered Accountants, of 
59 Sloane Street, London SW1, announce that Mr 
Joun ANDREW CxcIL BARRINGTON, A.C.A., has been 
admitted a partner in the firm. 

Messrs FERGUSON, RowrLAND & Davies, Chartered 
Accountants, announce that with effect from December 
14th, 1963, their address will be changed to 38 Cannon 
Street, London EC4. Telephone: City 6101. 
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Messrs W. H. Snaw & Sons, Chartered Account- 
ants, of Dewsbury, announce that their senior partner, 
Mr ARTHUR SHAW, F.c.A., who has been seriously 
ill for some time, will retire from the firm on December 
31st, 1963. As from January rst, 1964, the practice will 


be continued in association with Messrs BLACKBURNS, 


Rosson, Coates & Co, Chartered Accountants, of 
Leeds, Bradford, Manchester and London. The 
continuing partners, Messrs M. N. SHAW, F.c.A., and 
W. G. SuHaw, F.c.A., will be joined by Messrs T. 
BEDFORD, F.C.A., G. E. BAINBRIDGE, F.C.A., and M. E. 
ROBERTS, F.C.A., all of whom are partners in 
BLACKBURNS, Rowson, Coates & Co. Both firms will 
continue to practise in their own names. 


COMPANY INVESTIGATION 


Mr P. C. Hewett, F.c.a., Assistant Official Receiver, 
has been appointed by the Board of Trade under 
section 165 (b) of the Companies Act, 1948, to 
investigate the affairs of Eurotrust Ltd. 


IN PARLIAMENT 


Halsbury Report | 


Sir R. 'THoMPsoN asked the Chancellor of the 
Exchequer what further action he proposes in the 
light of the report of the Halsbury Committee [Report 
of the Committee of Inquiry on Decimal Currency]. 
Mr Maupuine: The Halsbury Report has raised a 
number of complex issues which we are at pres2nt 
considering. I am not yet ready to make a statement. 


Hansard, Dec. 3rd, 1963. Written, answers, col. 141. 


Post-War Credits: Emigrants 


Mrs Brappock asked the Secretary to the Treasury 
whether he will arrange to repay post-war credits in 
cases where a citizen intends to emigrate and where 
he has been accepted by the country to which he 
desires to go. > 

Mr Green: No, Sir. 

Mrs Brappock: Is the hon. gentleman aware that 
in some of these cases the post-war credit has been 
denied to younger people who have not been able to 
claim because of the age of the person who had passed 
away? Would it not be better to give them the oppor- 
tunity to use this money rather than that it should be 
left for the length of time it may need to be left before 
they can claim? 

Mr Green: I appreciate the hon. lady’s concern 
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about this. I accept that ‘this is a difficult matter but 


we laid down certain classes of persons falling within 


certain categories of hardship to whom early repayment 
can be made and is made. I do not think that I can 
regard an intention to emigrate as affording sufficient 
ground for preferential treatment. 

Sir J. Lancrorp-Hott: Bearing in mind that 
these are debts which the Government has owed to 
citizens for twenty years, may I ask whether my hon. 
friend is still looking actively for new categories to 


whom repayment can be made at the earliest 


opportunity? . 

Mr Green: My hon. friend will appreciate that we 
have debated this in the House many times before 
and that it is difficult to introduce a new category 
that can hold water, so to speak, against all others, 
but a steady and quite rapid reduction in the total 
amount of post-war credit outstanding has -of course 
been made. . 

Hansard, Dec. 3rd, 1963. Oral answers, col. 967. 


"Trading Stamps 
Mr K. Lewis asked the Chancellor of the Exchequer 
on what grounds the expenditure on trading stamps 
given free to the consumer by limited companies is 
allowed as a legitimate business expense. 
Mr GmnEEN: The cost of trading stamps given free 
to customers by a trader is normally an expense 


incurred for the purposes of the trade and as such ` 


deductible in computing the profits for tax purposes. 


Hansard, Dec. 3rd, 1963. Written answers, col. SE 


Charitable and Educational Organizations: 
Covenants 


Mr B. Harrison asked the Chancellor of the Exchiequer 
if, under his regulations, the taxation concessions for 
gifts given to charitable and educational organizations 
under seven-year covenants apply similarly to such 
organizations in the Commonwealth. 

Mr Green: No, Sir. The Courts have held that the 
tax reliefs provided for charities apply only to organi- 
zations established in the United Kingdom. 

Hansard, Dec. 3rd, 1963. Oral answers, col. 970. 


.» NORTH LONDON DISCUSSION GROUP 


The next meeting of the North London Chartered 
Accountants! Discussion Group will be held at the 
Hotel Russell, Russell Square, London WCri, at 
6 for 6.30 p.m. on Wednesday next, December 18th. 
The subject for discussion will be "Why you should 
appoint a bank as your executor’, with Mr U. Burke as 
leader. 

The Honorary Secretary of the group, from. whom 
further information may be obtained, is Mr P. D. Knox, 


ACCOUNTANT 


A.C.A., Somerset Cottage, Duxhurst, near Reigate, 


Surrey. 


Décenber. 14th, 1963: 


INTERNATIONAL CONGRESS OF ACTUARIES-- 


.'The seventeenth International Congress of Actuaries 


is to be next year when the Institute of Actuaries and 
the Faculty of Actuaries will be the jaint hosts. This 
will be the first time the congress has been held in 
the United, Kingdom since 1927. There will be two 
centres, London and Edinburgh, the programme being 
divided between them as follows: London, May 26th 
to May 29th; Edinburgh, May 31st to June 3rd. : 

'lhe Duke of Edinburgh has consented to be 
Honorary President of the congress, and the formal 
opening on May 26th will take place at the Theatre 
Royal, Drury Lane, London. Thereafter, a series of 
business meetings will take place at Church House, 
Westminster, and there will be receptians at the Royal 
Academy of Arts and Guildhall. The Edinburgh 
centre will also hold a wide variety of business 


meetings, together with social functions including | 


a broadcast concert and a civic reception. The congress 
will conclude on Wednesday, June 3rd, with a meeting 
in the Usher Hall, Edinburgh. 

Over one thousand actuaries. will be attending 
from more than thirty countries. The largest single 


group outside the United Kingdom will be from. 


the U.S.A. with over one hundred delegates, and 
there will be representatives frorn most West European 
countries, and from Australia, New Zealand, Japan 
and South America. Each national association will 
report on "The development of the actuarial profession' 
in its own country. Subjects of topical interest will 
include developments in methods of pension provision, 
the financing of pension schemes (both State and 
private), cost analysis. in life assu-ance, modern 
statistical techniques in insurance with . emphasis 


on the application of electronic computers; and a ` 


study of ‘no claim bonuses’. 


THE ACCOUNTANT'S DIARY 
Readers who have not yet obtained or ordered their 
copies of The Accountant's Diary for 1964 are advised, 
in order to avoid disappointment, to do so without 
delay. Already the Pocket Diary, with detachable 
information section, is sold out. Demand for the other 


diaries in the range is heavy and at the current rate of . 


ordering supplies will be completely exhausted by the 
New Year. 

The range comprises: large (foolscap) desk, price 
21s 6d; small (octavo) desk (without. information) 155; 
pocket (standard) 20s 6d; de luxe pocket: refills, 17s 6d; 
leather cases, 18s (prices inclusive of postage) ; from 
Gee & Co (Publishers) Limited, The City D 
Cer Strand, London WC23. 
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Greetings 
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readers at home and abroad, : 
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Year: 
CONTENTS 
. Page 
Christmas Cracker 769 


_ Customs and Excise Report 770 
Tax on Wealth 


by William Phillips 7T" ` 
A Seventeenth-century 
Accountant 

by Vera Snelling 774 
Adventures in Numbers — or 
A Number of Adventures 

Récorded by Fred T. Neely, 

C.P.A. 776 
A Thought for Christmas 778 
Capital Investment in 
Relation to Increased 
Productivity 

~~ by Lawrence W. Robson, 

SC A, F.C.W.A. 780 
Christmas Goodwill 588 
Weekly Notes 789 
This is My Life... 

by An Industrious Accountant 791 
Finance and Commerce 792 
Taxation Cases ` 795 
Bradford Chartered _ 
Accountant Students! Dinner 797 
Nottingham Chartered ` 
Accountant Students’ Dinner 798 
For Students 

Taxation: Building Society 

Interest ` 799 
Solution to ‘A Thought for l 
Christmas' 800 


Electronics in the Office 
Improved Reports for Man- 


agement 801 
Notes and Notices 802 
Christmas Crossword 


Compiled by Kenneth Trickett, 
F.C.A. _ 804 


^. — THE 


ACCOUNTANT 


ESTABLISHED 1874 
DECEMBER 21ST, 1965 VOL. CXLIX. NO. 4644 


Christmas Cracker 


HRISTMAS DAY this year being neatly poised between 

two week-ends, most accountants will be anticipating a 

pleasing break of at least five days from their exacting 
duties. We describe these duties as exacting advisedly. 'Post 
equitem sedet atra cura’, said Horace and, indeed, in no other 
calling does ‘black care’ sit more constantly in attendance on those 
in charge, be it in partner’s room or executive suite. The responsi- 
bilities of the accountant tend to increase as the horizons of the 
profession expand. Coming as they do in the middle of a long 
winter’s work these five days, then, should be as welcome as balm 
would have been in Gilead. 


If, howéver, the aforesaid accountant wishes to absorb the 
peace (and other good things) of Christmas in the same gentle way 
as sleep slid into the soul of the Ancient Mariner, he had better 
refrain from making any effort to obtain a copy of the 'challenging 
address’ given at an august gathering of American accountants 
recently by the President of General Electric. This, it must be 
said at once, is no panegyric on the profession, no aperitif to five 
days of sybaritic relaxation. It i is, rather, a SES and rousing 
call to action. 


Mr GERALD L, PuiLLIPPE, for that is the name of the gentleman 
who sounds the clarion, thinks that accountants are letting the 
initiative slip from their hands. What the business world desper- 
ately needs is ‘aggressive leadership’ and if accountants do not 
supply this then someone else, he hints darkly, will. Mr PHILLIPPE 
goes on to illustrate various fields where a ‘ring of authority’ is 
needed from the accountancy profession. One of these is taxation, 
in particular the variances between book and tax earnings. If 
accounting principles were firmly established, he urges, then 
accounting practice would be able to ‘call the shots’ and tax 


practice would have to follow rather than lead the procession, 


‘with happier results all the way around’. 


This is stirring stuff and there is a lot more of it but, at the risk 
of being thought reactionary, we do not propose to destroy our 
readers’ peace of mind so near to Christmas by further reporting 
Mr PHILLIPPE on such critical issues as the treatment of depre- 
ciation and the spreading use of the cash flow concept. Moreover, 
it is too late to cancel our own holiday and organize a mass meeting 
of accountants in Trafalgar Square on Boxing Day to demand 
the necessary leadership. Perhaps somebody will remember to 
do something about it on the Monday after Christinas, 
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Customs and Excise Report ` 


sums on defence must impose swingeing 

taxation. The phrase ‘soaking the rich’ is 
widely accepted now, but one is prompted to ask 
the question: ‘Who are the rich? A possible 
answer is that the rich are those who can and do 
choose to buy goods which are not essential and 
which are known to carry a very heavy tax. In 
this context, the Commissioners of Customs and 
Excise are the State's chosen instrument for 
'soaking the rich', and they carry out their task 
on the whole with considerable efficiency. Their 
report for the year ended March 31st, 1953 
(Cmnd 2216, H.M.S.O. 12s 6d net), shows that 
they collected in that year over £2,670 million 
by way of indirect taxation — the vast bulk 
of it on articles of a luxury or non-essential 
nature. 


Tq Welfare State which also spends vast 


Pride of place, as always, goes to the tobacco 
duties. Smokers, with magnificent disregard of 
their own health, nobly and voluntarily contri- 
buted over £878 million; and drinkers of alco- 
holic liquors contributed another £466 million. 
New recruits were added to this selfless army in 
1962-63 when purchase tax was extended to 
confectionery, soft drinks and ice-cream, the 
duties on which brought in over £32 million in 
the first year. Passenger-car purchases brought 
in over £150 million, not to mention the licence 
duties, the tax on petrol, and rates paid on 
garages. 


It would be a bad day for the income tax payer 
if the tobacco duties were abolished, or if smokers 
really gave heed to the doctors' warnings. The 
publication of the report of the Royal College of 
Physicians on smoking and health, in March 
1962, caused some decline in consumption but it 
was only temporary. A more lasting influence 
was the fashion to smoke cigarettes with filter 
tips, which is regarded as reducing 'consumption' 
although, of course, it does not reduce the 
amount of tobacco actually consumed in smoke, 
as distinct from tobacco that is thrown away. 

Signs of a higher standard of living lie in the 
increase in the consumption of wines and spirits 
and a fall in the consumption of beer. At twenty- 
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two million gallons the consumption of wine was 
a record. Imports of Spanish wine alone rose by 
half a million gallons. Consumption of duty-paid 
spirits rose from 15⁄7 million gallons to 16:4 
million gallons. This was the highest level for 
forty years and represents an average annual con- 
sumption by each adult of about four bottles of 
spirit. | : i 

The solemn report of the Commissioners 
abounds with interesting trivia. It records, for 
instance, that a marine engineer was fined no less 
than £65, plus costs, for fraudulent attempts to 
evade the duty on spirits, tobacco and cigarettes 
which were sent from the Channel Islands in 
parcels falsely declared as containing tomatoes 
and loose clothing. 


~ Apart from collecting taxes, the Department 
has a number of other tasks. For one thing it is 
responsible for the control of imports. As a war- 
time relic, there is a statute which prohibits all 
imports (apart from the Channel Islands) except 
with the authority of a Board of Trade licence. 
However, a number of so-called ‘open general 
licences’ are in force, in favour of the populace in 
general, the net effect of which is that most goods ~ 
can be imported without any restriction. The , 
exceptions are goods from the Sino-Soviet bloc, | 
and certain goods from Japan. The Department 

is also responsible for enforcing the provisions of 
the Exchange Control Act, 1947, controlling the 
export of goods and currency, and the importa- 
tion cf certain securities. It also acts as agent for 
the Treasury in verifying that imported goods 
represent a proper return for the currency author- 
ized for their purchase. 


In February 1961, a committee was appointed 
to advise the Commissioners on problems of 
organization of their outdoor service. Doubts had 
arisen whether the existing system was the most 
suitable. By May 1962 the committee had 
reported, saying that the system of the single 
grade of customs officer was effective for the 
proper performance of the work and was a system 
which had stood the test of time. By the end of 
March 1963 the report was stil under 
consideration. 
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i Wealth ` 


by WILLIAM PHILLIPS 


these pages that the piercing of the ‘golden 

curtain" between:capital and income as the 
subject of taxation is not the prerogative of any 
one political party. There was, indeed, a tax on 
wealth in Britain for hundreds of years, and if 
this tax is to be revived just when the last 
remnant of it, the land tax, has been abolished, we 
may profitably look at this long history to see 
what difficulties are involved. 


]: has already been pointed out editorially in 


. The first to come to light was the choice 


between prescribing what should be taxed and 


' prescribing instead what should be exempt; both 


“Th 1207 the lay tenants granted King John an aid 


systems were tried, neither proving altogether 
satisfactory. The second difficulty was that of 
periodical valuations, which were long ‘since 
abandoned as consuming too. much time and 
involving too many inconsistencies. | 

The taxation of wealth long preceded the 
taxation of income; so long ago as 1166 it occurred 
to Henry II, or one of his advisers, that his 
subjects were beginning to possess other things 
besides the right to use land :so a tax was imposed 
of twopence for the current year and a penny for 
each of the following four years, per £ £ of the value 
_ of what, for several centuries, camé>to be called 
‘moveables’. The Saladin tithe of 1188 was also 
a tax on moveables, and at this early date there 
already appeared that willingness of the Govern- 
ment so kindly to permit the public to act as 
unpaid tax calculators and collectors which today 
hangs like a millstone around the necks of all who 
exploit the worker by giving him remunerated 
employment. 

"If anyone shall, in the opinion of those presiding 

at the collection, have given less than he ought, let 

there be chosen from the parish four or six freemen, 

.who, on oath, shall state the amount which he 

ought to have stated ; and then he shall add what 
. before was wanting.’ 


The ‘Thirteenth’ in the Thirteenth Century 


of a thirteenth, both of moveables and of 
revenue — a fraction which is perhaps explained by 
the year, at that time, being considered as 
consisting of thirteen lunar months; it never 
reappeared in our fiscal history. 

Thereafter taxes on moveables continued to be 


raised, but for many years not taxes on revenue, 
and there was so much doubt as to where the 
line should be drawn between what was taxable 


'and what was not, that for some time every tax 


was on the basis of a new assessment, the last of 
which occupied two full years. 

In 1225 no statement was made of the goods 
to be taxed, but instead there was a long list 
of what was exempt: books, ornaments of 
churches, horses, arms, jewels, vases, contents 
of larders and cellars required for own use, hay 
and grain purchased for the use of castles, 
furniture, tools, flesh and other food, drink, and 
forage not intended for sale. 


Assessors Admonished 


Small properties were not overlooked, and 
indeed the assessors went so far that it was 
necessary to admonish them: 

‘And since we have heard that you do not spare 
the poor woman, exacting the fifteenth from 
them, even if they have only a trifling string of 
beads, or something cheap like that, or a silver 
brooch worth a periny, two pence of three perce... 
wherefore many curses of the poor will rise up to 
: heaven which we do not desire to fall upon our 
head, we command you not to ex&ct the fifteenth 

. on trifling objects of this sort particularly on 
brooches and other trinkets of this kind.’ 

then adding, rather naively after all this stow of 

leniency : ‘inasmuch anyway as jewels are exemp- 

ted from the fifteenth’. Jewels costing a penny, 

twopence or threepence! 

In the fortieth of 1232, persons holding less 
than 40d worth of property were not taxed; and 
instead of listing exemptions the more restrictive 
plan was adopted of prescribing what was 
taxable: grain, plough teams and other horses, 
sheep, cows, pigs and a few other items. A 
similar system was used for the thirtieth of 
1237, which, however, concluded with the 
words et alits pecoribus et bonis, which has been 


construed “anything else you.come across in 


sufficient quantity’. 

In 1269, after the close of the Civil War, 
Henry IIl secured an aid of a twentieth of | 
personal property to meet the expenses of an 
expedition against the French, which was never 
made, In 1290, when Edward I had been 
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eighteen years upon the throne, a new system 
- commenced: the jury of five assessors went from 
house to house, accompanied by twelve men of 
the hundred, and the county commissioners 
followed them round checking the assessments. 


Magna Charta 


Macaulay’s schoolboy, and for that matter his 
parents, do not always seem aware that there 
was not one Magna Charta only, but a succession 
of them. A tax on wealth made its first statutory 
appearance in the Magna Charta of Edward I, 
in 12971. Like his predecessors he had been 
brought to confirm the liberties of his subjects 
and the statute continued : 

‘And for this Gift and Grant of these Liberties... 
the Archbishops, Bishops, Abbots, Priors, Earls, 
Barons, Knights, Freeholders, and other Subjects 
[or, in a word, everyone] have given unto us the 
Fifteenth Part of all their Moveables.’ 


Edward III issued letters for a tallage in June . 


1332, and this opened up the whole question of 
taxation when Parliament met the following 
September. They granted the king ) 
‘one Disme and one Fifteenth to be levied of the 
Laity, so-as the King will live of his own, without 
grieving his subjects with outrageous prises and 
- such like’. 
The king, in return, recalled the commission for 
the tallage. This was the last time, in London and 
many other places, that the tax was based on the 
assessed value of the goods. In 1334 the writ 
ordered that, instead ‘of an assessment, the 
commissioners should treat with the men of 
the different districts, and only resort to a 
valuation if it proved impossible to compound. 
This method thereafter became permanent, so 
that the so-called ‘tenth-and fifteenth’ became 
-merely a name for a tax known to yield between 
£38,000 and £39,000 from the country as a 
whole. 


The Ninth Lamb 


A still more curious fraction made a statutory 
appearance in 1340, shortly before that aid just 
mentioned. The first taxing statute of Edward 
III? called for the ninth lamb fleece and sheep 
for the king, and from the cities and boroughs 
the ninth part of their goods and chattels. One 
cannot but wonder whether the intention was 
that one part was to be handéd to the king for 
every nine parts retained — whether, in fact, this is 
not the result of bad draftsmanship. This statute 
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is noteworthy also for an early realization that 


it is uneconomical to attempt to raise taxes from ` 


the extreme poor: 


'and it is not the intent of the King, nor of other ^ 


great Men, nor the Commons, that by this Grant 


made to the King of Fifteens, the poor nor other 


that live by their bodily Travel [travail] shall be 
comprised within the tax’. 
It is, perhaps, noteworthy, that the one-ninth 
never again appeared. 


Export Duties 

We have now reached the time of export 
duties on wool and other commodities, and read 
no more in the statutes of a tax on moveables 
until the tenths and fifteenths came back in the 
seventh year of Henry VII, in 1491?, and later 
that same year “Two whole Fifteenths and Tenths’ 
were levied ‘on moveable Goods and Chattells 
and other Things usually contributory”. On this 
occasion there were interesting exclusions, the 
statute providing that: . 

'the laie pepull and inhabitants within the Shire 

of the Citie of Lincoln suburbs and prescincts 

thereof . . . and of the Town of Grete’ Yerne- 

‘mouth and . . . within the Boroughe of Newe 

Shoreham nowe gretely wasted by the See . . . in 

any wise be not arted nor compelled'. 
The tenths and fifteenths of 1496-975 had the 
same three exclusions, except that Yarmouth 


then appeared as ‘the Towne of Jernemouth,’ ` 


and anyone having ‘goodes and catallis’ under 


[AN 


Aa 


a total value of ten marks was also excluded. : 


"There were other exclusions: 


‘Provided also that all suche goodes as any 
Lords or other persone Secular hath concernying 
vitail [victuals] to be expended in their houses, 
horses and harness to be employed in the Warre, 
and all goodes and implements of Household to be 
used in their Houses, and utensilies of the same, 
whereby he or they take no gayne ner wynnyng, 
be nat comprised ne chargeable to the seid aide 
and subsidie.’ 


In 1523 only those whose moveables were in 
total worth £20 were taxed at one shilling in the 


. £, those having personalty worth between zos 


and {20 being taxed at 649. By 1534 the latter . 


had been abandoned as being uneconomic, and A 


only those whose personal possessions were 
worth £20 were taxed’. The limit was reduced to 
{10 under Edward VI? in 1548, and to £3 under 





3 4 Hen. 7, c. 5. ? 14 and 15 Hen. 8, c. 16 
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Elizabeth! in 1562-63. Now, instead of pre- 
scribing exceptions, the goods and chattels to 
be taxed were specified with some particularity, 
and included: 
'all suche somes of monney as to hym or them is 
. owinge, wherof he or they truste in his or their 
consciences suerly to be paide, except and out of 
the premysses deducted, such somes of monney as 
he or they owe and in his or their consciences 
intendeth trulie to paye’. 


More Exemptions 


By six subsequent sections it was prescribed that 
this Act was not to apply to Ireland, Jersey and 
Guernsey, nor to those whose primary concern 
it was to protect England against the Scots, 
namely, the English inhabitants of Northumber- 
land, Cumberland and Westmorland, ‘the towns 
of Barwyck and Newe Castell, the Bishopric of 
Durham, nor to orphans and Universities, the 
Cinque Ports, and the Liberties of Romney 
Marshe'. 

Tenths and fifteenths, still so-called though 
now nominal, were repeated frequently between 
1566 and 1601 ; then came the Stuarts, and in the 
regnal year 1605-6, tenths and fifteenths were 
prescribed again, with personalty still taxed above 
the minimum of £3 total value, and again 
specifying the moveables to be taxed. This was 
repeated in 1609—10 and 1623-24 with exemption 
for 'the Five Ports corporate' and the inhabitants 
of ‘Rumney Marshe’, but no longer, of course, for 
the three northern counties which, far from 
continuing to defend England against the Scots, 
had let in James VI thereof, no less. 

Charles I lost no time in taxing moveables, 
doing so in the first year of his reign, 1625, though 
not again until 1640, when the Witan procedure 
was reintroduced, specifying the total to be 
provided and the amount that each county and 
certain of the larger towns were to contribute 
theretoward. 

After the restoration of Charles II a tax on 
wealth, actually two taxes, one on land and the 
other on moveables at £5 for every {100 of 
value, was prescribed?, His ministers hit upon 
the new idea of prescribing taxation of a specified 
total to be collected monthly, at a rate usually 
of £70,000 a month, a sort of primitive ‘pay as 
you earn'. From an Act of 1675? we learn that 
‘the greater part of the Towne of Northampton 
hath been burnt downe by a suddaine and 
dreadful Fire', and from the aid of 1677* there 


Le Eliz, 1, c. 31. 
! 12 Car. 2, c: 27. 


3 27 Car. 2. 
4 29 Car. 2, c. 1. 
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was an Samoin because of ‘the sudden and 


lamentable Fire in the antient Burrough of 
Southwarke . . . on or about the six and twentheth 
day of May last past’. 


Dutch Improvements 


Under William and Mary the taxes on moveables, 
as on land, were collected monthly, and in 1688 
it was for the first time recognized that there is 
no difference between a capital tax and an 
income tax on a calculated yearly value of 
capital goods a: a specified rate of interest?, 
a tax on moveadles of 12d in the £ ‘according 
to the yearly profit', namely (valued as a perpetuity 
at 6 per cent), 6s for every {£100 worth of ‘Goods 
Wares Merchandizes or other Chattels or 
Personal Estate whatsoever’. 

It will be recalled that originally the taxpayers 
were permitted to deduct such moneys due to 
them as in their conscience they did not expect 
to collect; the Dutchman was not so trusting, and 
in 16925 (and thereafter) money owed to the 
taxpayer had to be included in the taxable 
moveables 'except and out of the Premises 
deducted . . . such Debtes owing to them as shall 
be adjuged desperate by the Commissioners 
appointed by this Act’. 

The rate of 24s was sneaked up by a shilling 
in 1696? by that Act which first mentioned by 
name the already long existing land tax, and 


‘ingeniously div:ded the year into thirteen lunar 


months, though not for moveables. Again 
collected montaly, the tax on moveables was 
expressed as cne farthing for every £, every 
‘Kalendary’ month, ie. 25s per {100 capital 
value. 

By the last year of Anne's short reign the tax 
was down to a lower level than had been imposed 
for several years, namely, 12s per {100, but by 
this time (1714) the bulk, if not the whole of the 
tax imposed on each county, borough, city and 
town was being raised as that land tax which the 
annual statutes named it, and the taxation of 
moveables bad virtually come to an end, a 
position somewhat tardily recognized by Parlia- 
ment's repeal of the tax on moveables in 1872. 
From first to last the tax on this form of 
wealth was never imposed on Scotland, so 
that there is perhaps a new experience awaiting 
the denizens af Great Britain's northern fast- 
nesses. 


5 TW. and M., C. 20. 
ZA W. and M., c. 1. 


7 8 and 9 Will. 3, c. 6. 
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A Seventeenth-century Accountant 


by VERA SNELLING 


nings of their profession, the life and 

achievements of the seventeenth-century 
accountant, John Collins, are of more than passing 
interest. The brief mention of him in Brown’s 
History of Accounting and Accountants scarcely 
does justice to his outstanding skill in accounts 
or to the fact that he attained a position of 
considerable eminence in his day. He may, with 
truth, be described as the prototype of the 
modern accountant with his wide knowledge of 
industry, his diverse interests, and his service to 
the State as well as to companies and individuals, 


Ts all who like to look back at the begin- 


Early Years 
' The son of a Nonconformist minister, Collins 


was born at Wood Eaton, near Oxford, in 1624, ` 


and though his education was not regarded very 


highly by men of higher rank, it was such as: 


‘disposed his mind to the full pursuit of truth 
and formed and directed his thoughts to dis- 
tinguish rightly and to reason justly’. When 
he was 16 and serving an apprenticeship to 
Thomas Allam, an Oxford bookseller, the Civil 
War broke out, and being a King's man he took a 
step which was to influence the whole course of 
his life, by accepting a clerkship under John Marr, 
one of the clerks of the kitchen to the Prince of 
Wales. 

Marr was renowned for his mathematical skill 
and was very ready to pass some of it on to his 
young assistant, who was well equipped to profit 
by it. But the troubles caused by the war forced 
Collins into another move, and he spent the 
greater part of the next seven years on an English 
merchant ship, which was by no means entirely 
engaged in peaceful pursuits as it was transformed 
into a man-of-war in the service of the Venetians 
against the Turks. 

But he appears, rather surprisingly, to have 
had plenty of leisure time, which he employed 
in furthering his knowledge of mathematics and 
merchants' accounts. When he returned to 
England he began to teach these subjects and 


continued his studies to such good effect that he. 


embarked on a series of books, beginning in 1652 


with An Introduction to Merchants’ Accounts, 
written for the benefit of his pupils. 


The Royal Society 


After the Restoration, Collins was appointed to 
the Excise Office, then in Bartholomew Lane, 
and such was his growing reputation that in 1667 
he was elected. a Fellow of the Royal Society, 
having been proposed by Dr Seth Ward, Bishop 


of Salisbury. The first of a large number of papers 


which he delivered to the Society dealt with the 
rule devised by the learned Jesuit de Billi (or 


. Billy) for 


‘finding the number of the Julian period for any 
year assigned, the number of the cycle of the sun, 
the cycle of the moon and of the Roman indictions 
of the same year being given, together with the 
demonstration of that method'. 


. To this he added some rules of his own for 


finding on what day of the week any day of the 
month falls 'for ever'; in other words, he produced 
a perpetual calendar. 

Among papers by Collins later published in 
the Philosophical Transactions of the Royal Society 
were 'A Curious Dissertation concerning the 


‘Resolution of Equations in Numbers’, and 


"An Elegant Construction of that Chorographical 
Problem the Distances of three Objects in the 
same Plane and the Angles made at a Fourth 
Place in that Plane by observing each Object 
being given: to find the Distances of these 
Objects from the Place of Observation’. 


Difficult Years 


An offer of a well-paid post in Ireland was made 
to Collins in 1669, but he was disinclined to leave 
his own country although his fame was not 
matched by his fortune. He had married the 
daughter of William Austen, head cook to Charles 
II, and by her had seven children, so that when 
the Commission of Excise was dissolved in 1670 
and he was left with nothing but a pension of £50 


a year — even that soon fell into arrear - he was - 


in great difficulties. 
His wife became laundress of the Queen's table 
linen, but that was not a very lucrative employ- 
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IS READY TO DISCUSS 


with professional accountants and advisers ways and 
means of financing small and medium sized companies 


Finance can be provided in the form best suited 
to a company's needs. 


ICFC's Branch Managers are willing at all times to 
discuss financing problems, and to place their experience 


' freely, and disinterestedly, at the disposal of the professional 


adviser 





‘Capital for Business’, and available literature, 
will be sent on request 


Industrial | 

& Commercial 
Finance: ` 
Corporation Ltd 


Shareholders: The English and Scottish Banks 


Piercy House, 7 Copthall Avenue, London EC2 
National 4040 


and branches in industrial centres 
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VALUATIONS 


jor Balance Sheet Purposes - Mortgage 


Investments Probate - Insurance - Investment - Sales 
Letting - Management & Rating 


must be safe, profitable and readily realizable. of 
Davies Investments Ltd can satisfy each one of these 


requirements. Safety is assured by skilled administra- ; : : 
tion and ample reserves. Business & Industrial Properties 


For the TENTH year in succession a basic interest Sep 
rate of 74 per cent per annum has been paid on de- thr oughout the British Isles 
posit accounts. Withdrawal notice for the largest sum 
is six months. An account can be opened with a 
minimum of £100 but on units of £500 there is a 


special bonus of $ per cent per annum added annually. HILLI ER PARKER MA Y 


lf withdrawal is desired on demand we commend 


our 5 per cent per annum short term demand account 
minimum deposit £100. & RO WD EN 
We have set out the main details of the facilities 


which are now so widely appreciated. If you would 

like further details and audited balance sheet, please 77 Grosvenor Street, London Wi 
write to Department A., Davies Investments Limited, TELEPHONE: MAYFAIR 7666 
Davies House, Arthur Road, London SW19. and at ç South Charlotte Street, Edinburgh 2 


32eville Industrial Securities Ltd. 


and 


Neville Developments Ltd. 


Provide a complete service for the Public Flotation of Companies. 


Financial arrangements can also be made with a view to the alleviation of Surtax and 
Death Duty problems in some cases where flotation is not suitable or is not desired by 
the Proprietors of the business. 


For the information of investors a Quarterly List giving particulars of all 
Companies sponsored is available on application. 


Reville House, 42-46 Hagley Road, Birmingham, 16. 


Telephone: Edgbaston 5431/5 
Telegrams: Trustnevil Birmingham. 
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. ment. For a time Collins was an accountant in 
Chancery, the Earl of Shaftesbury, Lord High 
Chancellor, employing him in 'divers references 
concerning suits in Chancery, to assist in stating 
intricate accounts’, and his ability to clarify 
complicated figures was found useful by many 
other people. He was secretary for a short time 
to the Council of Plantations, and then in 1672 
became manager of the Farthing Office, a post 
that had the advantage of ‘a fair dwelling-house in 
Fenchurch Street’. At one time he had the idea 
of setting up a stationer’s shop there, and hoped to 
‘fall into the printing of books’ including those 
he himself intended to write, in particular one 
dealing with the ‘modern advancement of mathe- 
matical sciences and an account of the best authors 
of that kind’. He never, however, succeeded in 
carrying out his plans, and when he protested 
strongly but unsuccessfully against the issue of 
tin farthings, he once again lost his employment. 


A Link with Pepys 

He had a good friend, fortunately, in Sir 
Philip Warwick, an ardent Royalist who, after the 
Restoration, had been appointed Secretary to the 
Lord High Treasurer, the Earl of Southampton. 
Various opinions as to Warwick’s abilities were 
expressed by his contemporaries but Samuel 
Pepys, who frequently met him on official busi- 
ness, thought him ‘as great a man and a man of 
as much business as any man in England’ and 
a ‘most methodical man of great industry’. What- 
ever the truth about his capacities, he had a high 
opinion of Collins and recommended him strongly 
for his ‘great and useful parts and greater mod- 
esty’, adding that in addition to his knowledge 
of mathematics he was a great master of trade. 


Eventually Collins was appointed accountant 
to the Royal Fishery Company, and with his 
usual conscientiousness lost no time in acquiring a 
knowledge of the fishery industry, so that later he 
was able to publish A Discourse of Salt and 
Fishery, in the course of which he not only 
described the various ways of preparing salt in 
England and abroad, the catching and curing of 
fish for long or short keeping, the salting of flesh, 
the cookery of flesh and fish, extraordinary 
experiments for preserving butter, fish, flesh, 


fowl, fruits and roots, fresh and sweet for long ` 


keeping (which suggests that he anticipated 
by many years the days of refrigerators and frozen 
food), but he also described the sufferings of the 
salt workers, made proposals for their relief and 
for the advancement of the fishery, tin, woollen 
and other industries. 
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The English Maecenas 


Collins was one of those single-minded people 
who loved leerning for its own sake and not for 
any advantage that might accrue to himself. He 
was also singularly generous-minded and public- 
spirited, and spared neither trouble nor expense ` 
in encouraging others to pursue their own 
researches that they might remedy defects that 
he had himself discovered in various branches of 
science, and this earned him the sobriquet of 
“The English Maecenas’. 

The publication of many valuable books was 


attributed to his influence, including Dr Isaac 


Barrow’s Optical and Geometrical Lectures, and 
his edition of the works of Archimedes and of 
Apollonius's Comics; Dr Wallis’s History of 
Algebra, and Brancker’s translation from High 
Dutch of Rhonius’s Algebra, with Dr Pells 
additions. 

It was chiefly from Collins's writings that Sir 
Isaac Newton's claim to the invention of fluxions 


was clearly established. It is one of the ironies of 


fate that so many of those whom he helped should 
have attained lasting fame, while his own name 
is almost forgotten. Yet his writings were by no 
means negligible and dealt with such varied 
subjects as The Mariners’ Plain Scale new 
Plained, A Treatise of Geometrical Dialling, 
and The Do:trine of Decimal Arithmetic, Simple 
Interest, etc., as also of Compound Interest and 
Annuities generally performed for any Time of 
Payment, but as Sir Philip Warwick said of him, 
‘he was neither greedy nor covetous’, and 
‘attended more his business than himself’. 


Collins came to be regarded as ‘a kind of 
register of all improvements in mathematics’, and 
he corresponded with most of the learned men of 
his time, both English and foreign, for his reputa- 
tion extended far beyond his own country. This 
correspondence must have been the most reward- 
ing part of his hard life and he took great delight 
in it. Among those with whom he exchanged 
letters were John Flamsteed, the first Astronomer 
Royal James Gregory, the first Professor of 
Mathematics at Edinburgh, Edward Bernard, 
critic and astronomer, who made a special study 
of Oriental mathematical manuscripts at Leyden 
and was deputy to Christopher Wren in the 
Savilian Chair of Astronomy ; Gottfried Leibniz, 
the German philosopher and mathematician, and 
Father Bertet. He also carried on a voluminous 
correspondence with Isaac Newton. 

Collins ,cied in 1683 at the age of 59, at his 
home in Garlick Hill, London, and was buried 
in St James's, Garlick Hill. 
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Adventures in Numbers — 
or A Number of Adventures 


Recorded by FRED T. NEELY, C.P.A. 


UMBERS trace an endless variety of 
magic patterns. The drama of the digits 
lends constant colour to our daily 


existence. Little children relieve the monotony 
of travel by playing games with numbers on 


car plates in the Sunday afternoon traffic. Some. 


adults find a fascination with number patterns 
on their playing cards, 

Some true stories of coincidence could lend 
encouragement to an occasionally observed 
unthrifty habit of investing in lotteries. A few 
years ago my wife and I had a short holiday in 
New York before going to Washington to attend 
the annual convention of the American Institute 
of Certified Public Accountants. Some time after 
checking in, we went by the desk together and 
I asked for an extra key. My wife interrupted by 
saying, “That was our room number in New York’. 
And so it was! We had the same four-digit 
jun number in two huge hotels on the same 

ay. 


- Incredible Happening 


Some happenings seem incredible even in the 
certainty of vivid retrospect. In my early years 
. as an office accountant, my employer transferred 
me from a small Mississippi city to Memphis, 
Tennessee. A lady acquaintance in the former 
place told me about a girl in Memphis whom 
she wanted me to meet. I telephoned the girl 


one day about going to a baseball game the next . 


afternoon. We arranged to meet on the corner 
of Main and Madison, the busiest corner in the 
city. She said that she would wear a red dress 
and carry an umbrella. 

That afternoon it appeared that all the girls 
were carrying umbrellas, and red dresses were 
appearing from every direction. After a few 
rebuffs I became uneasy about the attitude of 
the policeman on the corner and was rather 
thoroughly subdued. At last the young lady 
arrived and we took in the ball game. I did not 
see her again. Three years later I was transferred 
to Los Angeles, California. One day the manager 
mentioned that he had a new secretary coming 
to work from San Diego. When she walked into 


the office in that city of more than a million 


people, there was the girl I had taken to the ball 
game in Memphis, 1,500 miles away, three years 
previously. 


Little adventures with numbers have given a ` 


recognizable turn to many careers. My father 
owned a general store in a small Kentucky 
village. I had a particular fondness for a certain 
grocery drummer (travelling salesman) with an 
Evansville, Indiana, wholesale firm. I spent a lot 


of time around the store and saw that he got 


most of the orders. Another wholesale house 
started business in a nearby Kentucky town, but 
their salesman received few orders from our 
store. Perhaps an error in a calculation which I 
pointed out rather forcefully caused them to 
remember me well. l attended school a little 
later in the home town of this company. About 
the time I was ready to go to work, they had need 
of a man in their accounting department. I was 
not considered favourably for the position. With 
the passing of time the temporary disappointment 
has proved to be, I think, an extremely fortunate 
quirk of fate. 


Fortunate Error 


Four miles from my boyhood home there was a 
small river town of about four hundred people. 
In those days it seemed quite a large town to me. 
It had a bank which served the local community. 


Ín some way, my romance with numbers reached ' 
the ears of the bank officials and during the. 


illness of the book-keeper I was asked to work 
there temporarily, and I spent a very happy 
month there. Here, again, one day my adventure 
with numbers was to influence my future. The 
bank had two depositors named Gardner with 
very similar signatures, and I posted a with- 
drawal by one to the account of the other. The 
bank book-keeper died. I learned later that 
except for this incident I would have been 
offered the position. It was disconcerting at the 
time but in the light of later events, my 
inaccurate adventure among the ledger pages was 
an extraordinary bit of good luck. 


There is an unforgettable story that is told: 


about the same bank, though I cannot vouch for 
its accuracy. About thirty years ago the United 
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States Government called in the gold. An old 
bachelor whom I knew very slightly owned a 


fertile farm. Big crops and severe self-denial 


over many years brought him wealth. When the 
bank teller made out the deposit receipt for the 
gold turned in, the farmer looked worried and 
said the amount was not right. Then his face 
brightened and he said, 'I remember now. I did 
not bring it all in. I have another bucket under 
the haystack’, 

Although some of the adventures with numbers 
have applied brakes that barred the way to a 
blind alley, others have helped with a gentle push 
forwerd in the right direction. For instance, I 
got a new book-keeping job where the accounts 
receivable ledger was out of balance. The office 
manager told me merely to adjust it as I would 
be responsible only for the current work. 
However, I preferred to locate the error. This 
resulted in the collection of an overlooked 
invoice. From this small incident, I was soon to 
receive a widening opportunity in a transfer to 
anew and better position. 

Then there was one of the first audits that I was 
sent out on alone. I worked in a caged-in office 
in a department store. The book-keeper balanced 
the cash-book at the end of each month and 
carried the "balance forward to the first page of 
the next month. The balance of about $2,500 
varied only very slightly from month to month. 
During the day, men and women would come 
to the window with cheques to cash and the 
boox-keeper told the same story over and over 
again of having to keep cash for business needs. 
At last I decided to count the cash. The cash 
box, as I suspected, was quite empty. 


Pleasant Experience 


A very pleasant experience that was to pay 
dividends over the years involved a very small 
amount. It occurred in the right place. A city tax 
collector was a well-known figure in his com- 
munity. He always proved his collections and 
delinquent tax accounts against the amount 
assessed. ‘The year I met him, he told me he was 
$45 short somewhere and that he had been 
looking for his error all summer. There were 
many pieces of property assessed on the roll at 


$2,500. The rate was (018) eighteen mils. ` 


Since the tax due on these numerous pieces of 
property with this valuation was $45 per parcel 
of land, the assessor had been convinced that 
in some way he had failed to collect on one of 
them. It seemed obvious to me that his repeated 
checking had eliminated the possibility of an 
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overlooked collection, and that there must have 
been a transposition error. I scanned the tax 
receipts and in a very few minutes the error 
stood out. On a property valuation of $4,000, 
$27 had been collected. But, of course, the 
amount due was $72. There was the error. The 
discovery of a shortage can be one of the most 
moving dramas that an accountant can experience. 
In more than one instance I have seen careers 
salvaged where a generous and kind-hearted 
employer has helped a man start over in a position 
that did not involve the handling of funds. 

In only one circumstance do I recall a threat of 
physical danger in audit work involving a 
shortage. Small irregularities had been discovered 
over a period of years and the employee con- 
cerned developed a grudge. My last audit there 
was performed with an armed officer in attend- 
ance acting as a guard. Out of that incident I 
have formed a fixed, inflexible resolution. When 
I find an embezzlement once, I will not check 
that person again. One discovery and one report 
should be enough. 


Costly Mistake 


Some odd adventures with numbers point out 
the thought that clients may be forgetful to the 
point of making costly errors. In the United 
States, the profit on certain types of transactions 
can be reported for tax purposes as collections 
are made, if the collection received on the sale 
does not exceed 30 per cent in the year of sale. A 
client who had been given a careful explanation 
of the method involved in the tax arrangement 


made a sale involving a very large gain and took 


a payment of 30 per cent of the amount of the 
sale. Two days before the year was over, he took 
a small additional payment which was not due 
until the first of the following month. The entire 
taxable gain was thrown into the year of sale 
through this carelessness. 

In America, as doubtless, elsewhere, an 
accountant in public practice for a lifetime comes 
into intimate contact with successful men and 
women whose personalities and accomplishments 
will long live in the legends that time will weave 
about them. In the part that we play, one of our 
most rewarding experiences is the discovery of 
new leaders. It is good to remember years later 
that your first recognition of unsuspected talent 
furnished a vital impulse in the start of a 
brillant career. Accounting in retrospect is a 
world of drama. Accounting in the path ahead 
should always be a profession of rewarding 
associations and achievement. 
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A Thought for Christmas 


The first letter of each answer to the following general knowledge questions 

combines to form, without rearrangement, a seasonable quotation from Sir Walter 

Scott. Where the answer is a person’s name, the surname is given first. The 
solution appears on another page of this issue. 


. What form of medical treatment consists 


solely of the external and internal application 
of water? 


. Which book of the Old Testament comes 


after Nehemiah and before Job? 


. What is the other popular name of the 


locust tree? 


. What English queen had four husbands, two 


before she became a queen by marriage and 
one after? 


. What is the astronomical term for the 


concealment of a star or planet by the moon? 


. What is the chief product of the French 


town of Montélimar? 


. What Elizabethan engineer was responsible 


for the construction of the New River which 


gave London its first regular supply of 


drinking water? 


. Who was the daughter of Claudius and 


Mlessalina and wife of Nero? 


. What English administrator is regarded as 


the founder of Singapore? 


. What is the study of organisms (such as 


animals and plants) as a whole in relation 
to their environment? 


. Who founded The Times? 
. What famous daily newspaper is issued 


from Vatican City? 


. What was the pen-name of the novelist and 


essayist Eric Blair? 


. What was the alternative name of Bacchus, 


the god of wine? 


. What river rises in Cumberland and forms 


the boundary between Yorkshire and 


Durham? 

Who painted "Ihe Light of the World', a 
copy of which hangs in the nave of St 
Paul's Cathedral? 

What is the philosophic theory which regards 
experience as the only source of knowledge? 
Which artist drew caricatures of current 
celebrities for the magazine Vanjty Fayre 
from 1873 to 1909 under the pseudonym 
‘Spy? 


I9. 
20. 


2I. 


22. 


Who wrote the novel The Four Horsemen o f 
the Apocalypse? 

With which African river was the explorer 
Mungo Park associated? 

What land-tax was levied by Ethelred the 
Unready for the purpose of buying off 
certain invaders of his territories? 

What modern sport originated in the Fen 
country where it was known as ‘bandy’? 


. What was the name of the coral-red pottery 


widely used by the Romans? 


24. Whois the patron saint of the blind? 

25. What is the commonest element in the 
universe? 

26. What is the motto of the Prince of Wales? 

27. On what river does the Irish city of Cork 
stand? 

28. Where are the parks of Roundhay and 
Temple Newsam? 

29. What is the instrument by which variations 


of atmospheric pressure are permanently 
recorded? 


. Where in 1713 was the treaty which ended 


the War of the Spanish Succession signed? 


. What legendary German knight went to seek 


pardon from the Pope and was told that 
forgiveness of his sins was as impossible as 
for the Pope's staff to bloom? 


. What musical direction indicates that a 


passage is to be played in a smooth and 
sustained manner without breaks? 


. Who was the Greek goddess of the dawn 


known to the Romans as Aurora? 


. What famous character in fiction, created by 


Alphonse Daudet, came. from Tarascon? 


. What word is used to denote the earliest 


books printed in type, in particular those 
so produced before 1 500? 


. Which letter in the Morse code is represented 


bv a single dash? 


. Who composed the opera Huryanthe? 
. What is the senior regiment of the Territorial 


A-my? 
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42. 


43- 


45- 


What ‘country’ was the 
Shakespeare's Twelfth Night? 


Which is the longest river in the British 
Isles? | 

If litmus paper is used for testing for acids 
what paper is the test for alkalis? 


What is the largest island of the Outer 
Hebrides? 


setting for 


What was the collective name of the three . 
. Greek mythological maidens who dwelt in 


the depths of Tartarus and who punished 
men for infidelities and other misdemeanours? 


. In which department of France are the 


Riviera resorts of Nice, Cannes and Menton? 
What word betrayed the Ephraimites to 


' Jephthah by their inability to pronounce it 


correctly? 


. What river at the time of the battle of 


Hohenlinden was, according to the poet 


- Thomas Campbell, ‘rolling rapidly’? 
. By what other name are the Friendly 


Islands known? 


. What British king was accidentally killed by 


an arrow while hunting in the New Forest? 


. What ethereal fluid was supposed to flow 


in the veins of the gods instead of blood? 


. What is the term for the military science 


of quartering and moving men and equipment? 


. What word is used in pathology to denote 


a mental disease in which the patient 
imagines that he is an animal? 


. What famous British soldier was born in the 


vicarage at Westerham, Kent? 


. Which Irish patriot, distinguished for his 


brilliant oratory, was born in 1778 and hanged 
in 1803 


. By what name was Portugal known to the 


Romans? 


. What church festival (and Scottish quarter 


day) falls on August Ist? 


. Who wrote — 


‘Down to Gehenna or up to the Throne, 
He travels the fastest who travels alone"? 


. What is the falconry term for a young 


hawk taken from the nest for training? 


. Who was. the founder of Christian Science? 
. To what genus do apricot, plum and cherry 


trees belong? 


. Where is the Chateau Laurier Hotel? 
. What is the G.P.O. automatic dialling code 
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for inquiries about prospects of play and 
scores during Test Matches in England? 
Of the two best things for calming the spirit, 


according to Byron, one is true religion. What 
is the other? 


Which is the last of the four novels of 
Lawrence Durrell’s ‘The Alexandria Quartet’? 


Where is the oldest tennis court in the world? 


What is the German equivalent of the French 
hótel de ville and the British ‘municipal 
buildings? 


What is the other generic name for "en 
flowers? 


What English furniture maker and designer 
lived from 1751 to 1806? ; uh 


What would an edentulous pen certainly 
be? 


Which is the most north-easterly State of 
the United States of America? 


What former Member of Parliament for 
Kinross was a famous architect? 


To what bird family do the redshank and 
sandpiper belong? 


Apart from ‘O’ which is also zero, the letters 
of the alphabet on a telephone dial are 
grouped in threes except for one pair. Which 
are these two letters? | 
Which wine-growing district of France is 
situated between the Garonne and Dordogne 
rivers? 


What is the ornamental screen or wall at the 
back of the high altar of a church? 


What Lancashire town was the birthplace 
of the Co-operative movement 1n its present 


_. form? 
70. 


What, in one word, is the ascomycetous 
fungus consisting of small rounded cells 
which multiply by budding in certain sugar 
solutions containing traces of mineral salts? ` 
What is the ninth sign of the Zodiac? 


What seaport on the north-east coast of 
Ceylon was an important British naval base 
during the Second World War? 

Of what ancient empire, famous for its 
architecture, was Cuzco the capital? 

What is the triangular sail commonly used 
by the felucca of the Mediterranean and the 
dhow af the Arabian Sea? 


What is the Pope’s cathedral in his capacity 
of Bishop of Rome? 
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Capital Investment in Relation to 


Increased Productivity - 


by LAWRENCE W. ROBSON, F.C.A., F.C.W.A. 


This paper—the fourth in our series of National 
Productivity Year papers given by members of the 
accountancy profession — has been adapted from that 
presented by the author at the National Productivity 
Conference at Eastbourne at the end of November. 
Mr Robson was nominated by The Institute of Chartered 
Accountants in England and Wales in conjunction 
with The Institute of Cost and Works Accountants; 
in preparing his paper he consulted with a steering 
committee comprising representatives of both these 


accountancy bodies, the Federation of British Industries 
and the Trades Union Congress. 

After reviewing the historical developments stimulat- 
ing capital growth, Mr Robson examined the inter- 
dependence of home and overseas trade and economic 
policy. He pointed to the importance of new markets 
in developing countries and the increased responsibilities 
of Government in relation to post-war economic 
policies. He then went on to consider more closely the 
problems of capital formation in Britain, the following 
being an abridged version of this part of his paper. 





Relationship between Energy Resources 
and Industrial Output per Employee 


T clearly emerges from a study of capital forma- 

tion during the past fifty years that the closest 

relationship exists between a nation’s energy re- 
sources and its standard of living. 

The Economist Intelligence Unit has produced, 
for the purpose of this paper, comparative. statistics 
for electricity consumed per industrial employee 
in nine industrial countries (Table 1). Every effort 
has been made to isolate the electricity used by 
industry from that used by commercial, household, 
agricultural and handicraft consumers. Electricity 
supplied to traction undertakings has also been 
excluded as not being strictly in the industrial sector. 
‘It is only in mining and manufacturing that the total 
labour force has been included. 


~ 


TABLE 1 


ELECTRICITY CONSUMED PER INDUSTRIAL EMPLOYEE 
(in kilowatts) 

United West . United 

Kingdom Germany? States? France ` italy 
1957 4,915 6,420 21,003 7,643 3,630 
1958 5,170 6,545 21,452 8,112 3,683 
1959 5,458 6,778 22214 8,565 3,917 
1960 6,395 7,557 23,724 9,648 4,288 
1961 6,551 7,720 24,992 10,182 4,363 

Belgium Netherlands Yugoslavia U.S.S.R. 
1957 6,823 5,522 4,077. 7,588 
1958 6,932 6,036 4,104 8,233 
1959 7,438 6,451 4371, 8,974 
1960 .. 7,990 6,848 . 4,888 . '8,905 
1961 .. 8,041 7,086 5,149 9,513 


1 including the Saar after 1960 ? excluding Hawaii and Alaska 


Anticipated Savings and Total Investment 
in the United Kingdom 


The National Economic Development Council has 
included in its report interesting figures relating to 
estimated total savings and fixed investment at the 
present time compared with carefully compiled 
forecasts of future savings on the basis of an antici- 
pated growth rate for the economy of 4. per cent per 
annum. 


The total savings estimated to have been achieved ... 


in 1961, amounting to £4,721 million, will have to 
rise to a figure of approximately £6,380 million in 
1666 in order to finance a 4 per cent.annual rate of 
growth. It is estimated that these savings in 1962 were 
invested as follows: 
TABLE 2 
TOTAL INVESTMENT? 
£ million at 1961 prices 


E so 


[961 1962 1963-64 1966 
average 
Forecasts 
Estimate (assuming 
4 per cent 
growth rate) 
Fixed investment: 
Manufacturing vs 1,276 1,135 1,2225 1,500 
Other, excluding dwel- 
lings .. es .. 2,369 2,455 2,855 3,255 
Dwellings .. ge 820 845 900 
Legalfees etc. — .. 57 60 65 
4,522 4,495 5,045 5,75 
Additions to stock and , 
work in progress 276 120 440 400 
4,798 4,615 5,485 


| 6,175 


'5 Table 21, First N.E.D.C. Report. 
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TABLE 3 , 

PUBLIC QUOTED COMPANIES: FINANCING OF GROWTH 1950 TO 1960 AMD BALANCE SHEET VALUES AT END [960 
(£ million) 


Manufacturing and Distribution 





Manufacturing 





Balance sheet Balance sheet 














- 
Tot 
: mt 

* 

3 








Total for Values end Total for Values end 
1950 to 1960 1960 1950 to 1960 1960 

Additions to gross fixed erg GE SCH 11.922 rrt 9,880 

Expenditure on acquiring subsidiaries , — , — 
inerecse in net current assets . 2,291 3,646 2,045 3,286 
Increase in liquid funds .. 318 1,521 293 1,250 
Growth in gross assets .. Gs 10,841 17,089 9,369 14,416 
Less: Increase in accumulated depreciation 2,411 3,594 2,058 3,063 
Growth in net assets 8,430 13,495 7,311 11,353 

Financed by: 

Issues of ordinary and preference capital .. 1,943 5,133 1,691 4,310 
Issues of long-term loans .. T ss T 880 1,400 823 1,238 
Retained profits etc. y S e ss 5,607 6,962 4,797 5,805 
Increase in issued capital and reserves .. 8,430 13,495 7,311 11,353 


The N.E.D.C. estimates that, in 1966, total ` 
investment will reach a figure of £6,175 million, of ` 


which something over £3,000 million will be invested 
in the private sector of the economy. 


Financial Performance of Industries and 
Companies Related to Capital Formation 


Because of the lack of published information, it is 
only possible to trace the pattern of profits and 
capital formation of public companies. In addition, 
there are many difficulties involved in the measure- 
ment of companies’ assets and, to a lesser extent, 
profits, which render it impossible to make the 
figures completely comparable from year to year. 
The Board of Trade, however, has prepared a linked 
series of figures for the years 1950 to 1960 inclusive, 
using figures compiled by the National Institute of 
Economic and Social Research for the earlier years. 
From these, it is possible to calculate the gross 
return on assets over this period for public companies 
in the manufacturing and distribution industries 
combined, in manufacturing alone and in sixteen 
individual groups of industries. 

The gross return on assets for the manufacturing 
and distribution industries combined fell from 20 per 
cent in 1950 to 16 per cent in 1960, and for manufac- 
turing industry alone it fell from 20-8 per cent to 
15:8 per cent. In fact, the income/asset ratios for 
nearly all industries were significantly higher in 1950 
and 1951 than they were in the later years of the 
period. The higher ratios in 1950 and 1951 were 
associated with the period of the Korean War and 
the consequent high level of demand and rising 
prices: equally, the sharp. set-back in 1952 reflected 
the adjustment to post-war conditions. Apart from 
the Korean period, however, the tendency was for 
income/asset ratios to fall during the 1950s, although 
there is some evidence of a slight recovery in 1959 
and 1960. d 


Direct comparisons between individual industries 
are not possible for a number of reasons (differences 
in the average age of plant and machinery; some 
industries tend to revalue their assets more than 
others; and the ratio of current to fixed assets varies 
in industries), but the trend of the ratios for each 
industry i$ valid. They show that in retail distribution 
the income/asset ratio rose steadily from around 
I4-15 per cent in the early 1950s to around 19 per 
cent in 1959 to 1960. In chemicals, too, the ratio rose 
over thé period, though it fluctuated quite markedly 
in the intervening years. No other industry ex- 
perienced rising income/asset ratios, and in food, 


"manufacturing, electrical engineering and construc- 


tion there were sharp declines. 

For the public quoted companies as a whole in the 
manufacturing and distribution industries each {100 
of capital added between 1953-55 and 1958-60 was 
associated with an annual income in the latter period 
of £12. This is lower than the average income/asset 
ratio for the 1950s, although it does not necessarily 
mean that the marginal return was lower than the 
average return on the existing stock of capital. For 
example, newer assets are valued at current prices 
which are general higher than those ruling in 
previous years and this would tend to reduce the rate 
of return. Also, some assets might not have yet 
achieved their full earning capacity by the end of the 
period. 

The figures show wide variations from industry to 
industry, with retail distribution at the top with £21 
of extra income for each additional £100 of capital. 
The metal goods industries and the chemicals and 
allied industries also showed above-average returns 
on new capi-al. There does not, however, appear to ` 
be any correlation between the amount of new capital 
and the growth of income. The chemical industry, 
for example, increased its assets by {709 million and 
each {100 was associated with a rise of £17 in gross 
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income; on the other hand, the electrical engineering 
industry also increased its assets by a large sum 
(£500 million) but earned only an additional £7 of 
income on each froo. 

The use made of new capital, and the means by 
which it was obtained, are shown for the public 
companies in the manufacturing and distribution 
industries combined and in manufacturing industry 
alone in Table 3. It covers the years 1950 to 1960 
inclusive, and it can be seen that, over this period, 
retained, profits were the main source of finance, 
accounting for over 65 per cent of new. capital as 
against just over 50 per cent of the total balance sheet 
values at the end of 1960. 


Necessity for Capital Budgeting 
Many companies run into financial trouble as a result 
of embarking upon programmes for capital expendi- 
ture which prove to be excessive in relation to the 
company's available financial resources. ‘The prepara- 
tion of capital expenditure budgets within the frame- 
work of long-term cash forecasts constitutes an 
exercisé which should be carried out by an efficient 
mànagement at regular intervals. Essential capital 
requirements should be calculated and external 
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finance obtained to cover that part of the capital 
programme which cannot be financed internally 
without jeopardizing the company's liquid resources. 

A statement has been prepared by the author of 
this paper showing the methods now commonly used 
by efficient companies who, despite the uncertainties 
of modern trading conditions, believe in studying the 
disposition of the company's funds and the changes 
lkely to result in the structure of the company's 
finances in the light of long-term operating budgets 
for three to five years ahead. This sources and 
disposition of funds statement and long-term cash 
forecast (Table 4) lends cohesion to management's 
financial policy and provides a yardstick with which 
to compare actual performance. 


Financial Statistics for the Measurement of 
Efficiency of Capital Employed 


The statistics, shown in Table 5, are prepared on 
varying bases. Their purpose is to enable management 
to predict, on the basis of anticipated earnings, the 
relationship of profits to capital employed, inclusive 
and exclusive of provisions for depreciation, provisions 
retained in the business, and also in relation to the 
total assets employed, exclusive of current liabilities. 


TABLE 4 


STATEMENT OF SOURCES AND DISPOSITION OF FUNDS 


for the five years 1958 to 1962 inclusive in summarized form and estirnates of the annual changes In the cash funds based on 
operating budgets for each of the five years 1963 to 1967 inclusive 


~ 


Source of Funds: : 
(1) Profits before taxation 
. (Per cent of sales) i si vs 
(2) Provisions for depreciation of fixed assets 
3) Proceeds from realizations of fixed assets 
P Increase in credit from suppliers and others 


Total funds becoming available 


Disposition of Funds: 
(1) Additions to fixed assets... "s - Se Ss 
(2) Payment of taxation (15 per cent profits tax and 38:75 per 
. cent income tax) .. T e? sa is «d 
(3) Payment of dividends, less income tax, on share capital: 
(a) preference y i - T vs 
(b) ordinary .. 
(4) increases in: 
a) stocks and work in progress 
Gi debtors Gs T 


-` Total funds disposed of 


Excess (or deficiency) of Funds becoming available 
represented by increase (or decrease) in cash balances 


Add: Cash balances at beginning of period 
Cash balances at end of period 


Note. 





Five Five 
years ta years to 

1962 1963 1964 1965 1966 1967 1967 
£'000 £000  £'000 £000  £'000  £'O00  £'000 

153 40 49 54 65 62 270 

(8:7) | (92) (on (104) (129) (12-4) (114 

16! 38 40 40 39 42 199 

CHE 2 2° l l 7 

4 2 I i ' | 6 

332 8i 92 97 106 106 482 

170 77 52 28 37 30 224 

84 21 19 13 21 26 100 

5 I i I 5 

35 7 9 9 14 14 53 

23 I 3 6 3 2 15 

5 SS 2 2 8 13 

322 107 86 59 84 74 410 

I0 — Gei 6 38 22 32 72 

10 — 20 © — 38 O 2 

2 © =- B 6 o o2 


Relief for taxation in respect of investment allowances at 15 per cent for new industrial buildings and 30 per cent for new 
plant and machinery has been calculated to amount to £31,000 in the estimates for the five years 1962 to 1967 inclusive. 


A 
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Calculations are also shown of the company's ratio 
of turnover in relation to capital ud and 
represented by: 


(a) total assets; 

(b) total fixed assets; and 

(c) total current assets. 

The statement also shows the percentage of capital 
employed in fixed assets in relation to the total assets 
employed in the business. This is an important 
percentage figure as, usually but not always, an 
increase in the percentage of fixed assets employed 
in the business to total assets indicates a strain on the 
liquid capital resources or, possibly, excessive 
investment in fixed assets in relation to the trading 
results achieved. The statistic relating to stock-in- 
trade, including work in progress, measured in terms 
of total cost of sales and expressed as a given number 
of days’ production, is a vital one as it could indicate 
either excessive stock-piling in relation to production 
achieved, or, alternatively, a running down of stocks 
which, upon inquiry, could result from lack of 
adequate stock control in relation to production 
planning or — and much more desirably -~a more 
efficient utilization of material in relation to produc- 
tion achieved. 
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The statistics in relation to debtors and creditors 
are straightforward and indicate whether excess 
credit is being given by the company so far as debtors 
are concerned and, in regard to creditors, the number 
of days’ credit being taken as a matter of buying 
policy. 


Efficient Utilization of Capital Resources 


In the private sector, the main criterion as to the 
efficient utilization of the capital employed in a 
trading business is the amount of profit or earnings 
derived therefrom in a given period of time relative 
to capital employed and the performance of competing 
business. 

It is desirable for management to establish its own 
general standards for the measurement of the efficiency 
or otherwise of the capital employed in a particular 
business in order to facilitate close inquiry into the 
reasons for deviations from such standards. The 
reasons for deviations may be many, such as: 

(a) technical change; 

(b) the seasonal nature of the market for the 

product; - 

(c) the weather conditions prevailing; 

(d) general business conditions; 


FINANCIAL STATISTICS FOR MEASUREMENT OF EFFICIENCY OF THE CAPITAL EMPLOYED 








Profit before taxation as percentage of sales 


Profit before taxation as percentage of: 
(a) average capital employed, including accumulated provi- 
sions for depreciation as capital employed 
(b) average capital employed, excluding accumulated provi- 
sions for depreciation as capital employed . . 
(c) Aun of total assets without deduction of current 
iabilities "m sis T oe Sie aie 7 


Turn-over in terms of invoiced sales of: 
d total average assets .. 
b) total average fixed assets 

c} total average current assets 


Percentage of average fixed assets of total average assets 
Percentage of fixed assets of total assets at end of period 


Profit after preference dividend (6 per cent of £25,000) but 
before taxation as percentage of: 
n ) equity share capitàl (£150,000) 
equity share capital and retained profits .. 
TN Gross rate of dividend payable on equity share capital | 


Number of days represented et end of period by: 
(a) Stock-in-trade, including work in progress, as Henne 
by cost of sales i à sis 
(d Trade debtors as measurable by sales. 
C) Trade creditors and accruals as measurable by total annual 
outgoings exclusive of depreciation, of interest EES 


TABLE 5 
Five estimated 
years As estimated for the 
GE for each of the years five years 
1963 
1962 .1963 1964 1965 1966 1967 to 
inclusive 1967 
inclusive 
8-7 9:2 10-7 11-4 12-9 12:4 11-4 
BA 9-4 10-8 Ig 12-3 Ig 11-0 
130 Wë 165 171 19-0 172 169 
73 82 96 9.9 10-9 98 97 
0-8 0-9 0-9 0-8 0-8 0:8 0-9 
{-2 i-3 1-3 [<3 i-4 1-3 i+3 
2-5 2-6 29 2-6 2:2 1-9 2:4 
665 660 ei 659 619 590 641 
62-5 69-4 68-8 63-3 60-5 57-5 57-5 
[9:3 257 31-6 35:2 42-0 40:3 34-9 
13-9 16:1 16-6 17-4 19-6 17-8 18-9 
8-0 10-0 10-0 15-0 15-0 15-0" 13-0 
142 139 138 139 139 141 141 
46 44 43 43 47 47 47 
3l 3l 3l 31 3l 32 32 


taxation and dividends on share capital .. 


184 


(e) changes in Government fiscal policies; 

but unless such factors would appear to have affected 
the profitability of all undertakings engaged in the 
particular industry to which the business concerned 
belongs, examination of the manner in which, and 
the methods by which, the capital is being employed 
would require to be made in detail in order to diagnose 
causes of relative inefficiency. 


Replacement and Extension 
of Capital Equipment 

If mankind is to achieve a continuing improvement in 
standards of living, the plant and equipment used in 
industrial processes must be constantly improved to 
facilitate higher standards of output in terms of 
human effort. All managements concerned with 
manufacturing activities involving a series of processes 
are constantly confronted with the necessity of 
improving the speed and volume of production by 
the introduction of new plant and processes. 

However, some managements are loath to invest 
in more highly productive capital equipment because 
their existing plant has been heavily depreciated for 
accounting and taxation purposes but nevertheless, 
because of good maintenance and robust construction, 
continues to carry out the task for which it was 
originally intended. 

Even so, the cost per unit produced of a particular 
operation or process may well be higher than the 
equivalent cost attaching to the use of more modern 
equipment. | 

In all companies, both large and small, it is the duty 
of management, with due regard to the financial 
resources available, to conduct a constant study of all 
methods of cost reduction both for materials con- 
sumed and manufacturing processes through which 
they pass- an exercise fashionably described as 
*value analysis'. . 

It is sometimes said that many of our managements 
are reluctant to scrap capital equipment in order to 
take immediate advantage of more advanced equip- 
ment and processing techniques. The cost advantage 
attaching to change is, of course, an overriding 


Sales . 


Less variable expenses (materials, wages, power costs and consum- 


able supplies) 
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consideration and there is little doubt that the fiscal 
concessions announced earlier this year by the 
Chancellor of the Exchequer are designed to en- 
courage investment in new plant and equipment. 
These are now claimed to be the most generous in 
the world. l ) 


Plant Utilization 


The high cost of modern plant and process machinery 
is often only justifiable provided a high degree of 
utilization can be achieved. 

Certain industrial processes can be carried on 
efficiently only by continuous operation, which makes 
shift-work essential — e.g. a large number of chemical 
processes, board- and paper-making machinery, oil 
refining and, of course, certain sections of the elec- 
tricity, gas and transport industries. 

Essential shift-working is acceptable to the trade 
unions provided their reasonable conditions are 
satisfied, but there are many industries employing 
high-cost plant which find it difficult to establish 
shift-working arrangements. Non-availability of the 
requisite workpeople is often a problem in high 
employment areas. 


The Effect of Volume of Output on Profits 


The Government's repeated attempts to restrain 
internal inflation and at the same time protect the 
£ sterling have demonstrated the heavy cost to the 
economy of an enforced reduction in output. 

It is not always realized how serious are the effects 
on the financial results of an individual manufacturing 
business of a fall of from 1o to 20 per cent in the 
demand for its products. 

Experience tends to confirm that an increasingly 
high proportion of manufacturing costs fall into the 
category of fixed production costs which, by their 
nature, do not vary materially in relation to the rise or 
fall in levels of production achieved. 

The simple illustration given below underlines the 
impact on profitability of a 15 per cent reduction in 
demand on the trading results of a company organized 
to achieve an output of {1 million per annum, 








Leaving contributary margin to meet fixed expenses which vary only 


slightly with levels of production actually achieved 


Less fixed expenses (i.e. management salaries, administrative 
expenses, research and development costs, sales expense, 


financial expenses) Ge Sg br de 


Leaving a net profit subject to taxation 


Less taxation at 532 per cent (i.e. 15 per cent profits tax plus 7s 9d 
anon et e. » a ea oe * e 9 


in the £1 income tax) 


_Net profit (available for dividends and reserves) 











Normal Actual 
£ £ 

1,000,000 850,000 

500,000 425,000 

500,000 425,000 

400,000 380,000 

IO 5*3 i 
per cent 100,000 per cent . 45,000 
on sales on sales 

53,750 24,187 10 
£46,250 £20,812 10 
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- 


Cabe A 


T——————— Up MÀ —À— I 
ACCOUNTANT | 


December 21st, 1963 


yielding a net profit of 10 per cent on sales and 
20 per cent on the actual capital employed. 

In the event of a wide range of industries being 
similarly affected the resultant unemployment would 
inevitably increase non-productive social costs (i.e. 
unemployment relief and national assistance). 

Failure to achieve attainable levels of output from 
existing resources of manpower and capital equip- 
ment can, therefore, be a very costly business when 
computed on a national scale. 

The gross national product of the United Kingdom 
attained by our employed population for the year 
1962 has been estimated at £23,000 million, giving an 
average of approximately £1,000 per head per annum 
for every person gainfully employed. 

If, therefore, the numbers of unemployed increased 
by 200,000, the total increased national cost in value 
of lost output must be at a rate of not less than £200 
million per annum, to which must be added a for- 
midable figure (possibly a third of this amount) in 
unemployment relief. i 

The total value of lost production could well be 
much higher in the event of such increased unemploy- 
ment arising largely in the manufacturing industries 
because of the ‘multiplier’ effect on other industries. 


High Rates of Direct Taxation 
and Capital Growth 


Throughout the extractive and manufacturing indus- 
tries, the finance for renovation, replacement and 
additions to fixed and current assets is derived from: 


(a) provisions for depreciation; 


(b) profits retained after the payment of taxation 
and dividends; i | 


(c) new capital introduced from outside sources 
either: © ——— ) 


(i) to finance growth, or 
(ii) to replace losses. 


We have noted that direct national taxation, i.e. 
profits tax and income tax, absorbs 53-75 per cent of 


dificult to answer) as to whether these rates of 
taxation are too high to facilitate an average rate of 
growth within British industry of 4 per cent per 
annum. 

The Swedish Government has developed an 
interesting. scheme to encourage savings out of 
company profits under boom conditions. The sums 
must be lodged in a blocked reserve account at the 
Central Bank, and are wholly allowed as a charge in 
the computation of a company's profits for taxation 
purposes up to a fifth of the taxable profits. In times 
of recession, the Government announces a release of 
a given percentage or the whole of such blocked 


balances provided they are required by the company - 


to whom they belong to finance agreed forms of 
capital expenditure designed to restimulate the 
national economy when it is most required. 


Sources and Availability of Medium- and 
Long-term Capital for Industry 

Small Businesses 

Small businesses, by their very size, find it difficult 
to attract new permanent capital from outside 
sources, The high rate of direct taxation which now 
prevails often hampers growth. Fortunately, the 
clearing banks are generally prepared (except in 
times of enforced credit restriction) to provide 
additional capital not only to finance additional 
requirements of working capital but also for fixed 
capital on a short-term basis. 

The profit record and credit-worthiness of the 
proprietors and management concerned are, of 
course, important factors in such situations. 

The post-war growth of hire-purchase finance 
institutions (sometimes referred to as industrial 
banks) has proved of great assistance to small busi- 
nesses, enabling them to acquire new plant and 
buildings on reasonable interest and repayment terms. 

A hire-purchase agreement with an industrial bank 
is not an economic source of capital for a large firm 
and, according to Board of Trade estimates, less 
than 1 per cent of funds of quoted companies are 


: derived from this source. Hire-purchase charges are 
. higher than those for bank overdrafts, particularly 


for the smaller agreements, and are calculated on the 
sum total of the original loan, not on the amount of 
debt outstanding. Moreover, tax relief in the form of 
an investment allowance can be claimed on the whole 
value of any equipment paid for by a bank loan 
whereas, when the same piece of equipment is bought 
on hire-purchase, an allowance can be claimed only 
on the amount paid to the hire-purchase company in 
that year. As a general rule only small firms use 
finance houses as a source of capital; this was demon- 
strated by the results of a survey undertaken by the 
Oxford Institute of Statistics! a few years ago. The 
survey was restricted to firms with between ten and 
five hundred employees, but Table 6 shows that of 
the 27 per cent of firms who had used hire-purchase 
32 per cent had fewer than fifty employees while 


nl t had hundred and : 
all profits. The question arises (and it is one which is SE HEEN 


TABLE 6 


FIRMS USING HIRE-PURCHASE 1950 to [955 
(Analysed by number of employees) 


Firms 
Number Using 
Number of Hire- 
Number of of Firms Purchase 
Employees Firms Not Total as 
ps in 1955 Using Using ` per cent 
Hire, Hire- of 
Purchase Purchase Total 
Fewer than 50 .. 164 345 509 32 
50-99  .. 45 128 173 25 
100 and over - 26 EI 167 15 
Not ascertained v l 10 1] 9 
Total 236 624 860 27 


! See the Bankers’ Magazine, September and October, 1957: 
*Hire-purchase in Small Manufacturing Business’, by 
James A. Bates. 
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Table 6 must, of course, be interpreted with caution 
because of the higher proportion of small firms 
interviewed. Moreover, although fewer of the larger 
firms had recourse to hire-purchase, their debt, when 
they did so, tended to be bigger. 

Of all small firms interviewed, just over 25 per cent 
used hire-purchase as a means of finance. There was 
also a clear trend for the more rapidly growing firms 
among those interviewed to use hire-purchase. 

A third trend revealed by the survey was the 
indication that it is mostly firms which have already 
debt outstanding in other quarters (usually by means 
of overdraft) which incur hire-purchase debt. This 
may suggest that when finance is unobtainable 
elsewhere firms turn to finance houses. The author of 
the survey also suggests that hire-purchase is popular 
for small debts because it is relatively simple to 
arrange. The total annual value of industrial and 
commercial hire-purchase sales is very unlikely to 
exceed £200 million. 


Businesses of Medium Size 


Managements of progressive companies or firms of 
medium size, with capital employed of {100,000 to 
£250,000, find it relatively easy to secure financial 
support from a variety of sources open to them. These 
are normally: 


(a) the clearing banks for short- and medium-term 
finance; 
(b) the private banks; 


(c) the Industrial & Commercial Finance Corpora- 
tion Ltd; 


(d)insurance companies and other institutional 
investors. 


The recognized joint-stock and private banking 
institutions are normally concerned with short- and 
medium-term loan finance. 


The Industrial & Commercial Finance Corporation | 


Ltd, an institution founded and financed by the 
leading joint-stock banks, has done remarkably good 
work in providing medium-term and long-term 
finance for smaller or medium-sized progressive 
businesses. Some Zoo million has been loaned or 
invested, since the Corporation commenced business, 
to undertakings which might otherwise have had a 
difficult time in procuring additional finance for 
soundly based schemes of expansion. 

The rapid growth of life insurance business and 
group pension schemes which has taken place during 
the past twenty-five years has resulted from the 
taxation incentive provided to encourage personal 
and company savings in this form. 

Insurance companies have, therefore, assumed 
great importance as a source of funds for investment, 
not only in quoted industrial and Government 
securities, but for long-term loans suitably secured, 
and new issues of marketable securities. They are not 
averse from the provision of long-term loans, to 
businesses of small and medium size for the purpose 
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of financing factory and office buildings on a secured 
basis, but usually these transactions are confined to 
companies or firms with whom they already have 
insurance connections. i 

The valuable assistance rendered to businesses of 
medium size by the recognized hire+purchase 
institutions as a convenient source of short- and 
medium-term capital for the finance of new capital 
equipment, has already been mentioned under the 
previous heading. 


Large Businesses 


The large old-established companies or groups of 
companies usually have little dificulty.in obtaining 
new short-, medium- or long-term capital require- 
ments from traditional sources, i.e. banks, insurance 
companies and issuing houses, provided they can 
satisfy the financial institutions that their manage- 
ments are sound and their prospects good. 

The boards of some of our larger undertakings. 
forming part of industries working under adverse 
trading conditions (such as those which now beset the 
shipbuilding industry, sections of the textile industry, 
heavy equipment construction for the steel industry, 
among others) may well be confronted with financial 
problems of peculiar difficulty. Additional financial 
resources in such circumstances do not always provide 
a long-term solution of difficulties resulting from the 
under-employment of manufacturing and production 
resources. 

A recent Board of Trade survey revealed that our 
larger industrial undertakings expand more quickly 
than medium-size or smaller ones. This is largely due 
to the accepted financial practice of limiting dividends 
paid to.shareholders to approximately one-half, and 
in some cases one-third, of net profits after providing 
for all taxation — a practice which limits the necessity, 
if any, for additional financial requirements from 
outside sources. 

This tendency for the medium-size and larger 
undertakings to provide their immediate financing 
requirements out of retained profits is a substantial 
contribution to national capital formation. 


Conclusions and Proposals 


Let us consider what conclusions and constructive 
proposals can be drawn from the facts and opinions 
expressed in this paper. It is suggested that these are 
as follows: ; 
(1) The rapid, though as yet inadequate, develop- 
ment of the world's natural resources during the 

past century flowed from man’s scientific 


achievement in harnessing and utilizing power  . 


in all its forms — steam, electricity, oil, gas, and, 
more recently, atomic energy. 


(2) The improvement in standards of living 
achieved during the past century of the peoples 
of the United Kingdom, Western Europe and 
the United States, 1s directly related to the per 
capita investment of capital in equipment for 
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the generation of industrial power from 
available national sources of energy. 

Electricity is now the great ‘prime mover’ of 
modern industry and this industry’s spectacular 
rate of growth (i.e. the doubling of generating 
capacity every ten years in the United Kingdom) 
has been a basic factor in achieving higher 
standards of productivity in Britain. 

It would appear that the greater power 
resources available to, and utilized by, industry 
in the United States are a major reason for the 
relatively high standards of living in that 
country. 

Increasingly heavy capital investment in the 
energy industries, 1.e. electricity, gas, coal and 


oil, is basic to economic growth and higher : 


standards of living. 


(3) Higher rates of productivity result from the 


application of ever-increasing Sources of mecha- 
nical energy in terms of human energy available 
to industry and all forms of commercial activity. 
This can only come about by scientific develop- 
ment and its application to the design and use 
of machine tools and process equipment of 
greater capacities and speeds of production 
provided, of course, such new investment 
stands the fundamental test of cost reduction. 


(4) Modern industrial equipment must be used to 
capacity in view of its high initial and servicing - 


cost. Shift-working should be resorted to 
where possible and desirable. Heavy investment 
in modern industrial equipment makes lost 
time and production through industrial disputes 
increasingly uneconomic, costly to the com- 
munity as a whole, and in particular to the 
industry and workpeople concerned in such 
disputes. : 

Longer-term wage agreements freely negotia- 
ted, along the lines of the Swedish model, 
within the framework of a national incomes 
policy, would help to minimize self-inflicted 
economic damage of this kind. 


(5) Taxation incentives designed to encourage 


investment in new industrial buildings and 
equipment are to be welcomed. Recent incen- 
tives, so far as new plant is concerned, allow the 
retention of profits by way of taxation allow- 
ances amounting to 16:1 per cent of the cost of 
the newly-acquired plant or equipment. 


(6) Industrial management must make the best 


use of capital in all its forms, fixed and cir- 
culating, as part of the general endeavour to 
improve national productivity, an endeavour 
involving the use of proved techniques for 
budgeting capital requirements and developing 
capital programmes in relation to existing and 
expected trading conditions. Because of the 
high cost of capital equipment and the tendency 
for salaries and wages to increase annually, 
management has a heavy responsibility in 


conducting a continuous study in methods of 
cost reduction. 

Manufacturing process costs are, generally 
speaking, incurred in relation to productive 
time, i.e. salaries, wage rates, financial charges, 
etc.; hence, speed of production is the key to 
lower production costs. 


(7) Adequate capital investment in an effort to 


improve the nation's 'infrastructure' is essential 
to industrial efficiency. Roads and railways are 
the internal conveyor belts between producer 
and consumer. Preparations for the continued 
expansion of the nation's air transport and 
freight systems are becoming increasingly 
important. Larger and better-equipped har- 
bours and ports are essential to the economic 
conduct of the United Kingdom's internal and 
overseas trade. The backlog of essential 
modernization calls for energetic action by all 
concerned. 


(8) Increased national investment in higher educa- 


tional facilities could constitute the greatest 
contribution to British industrial efficiency in 
the years to come. 

Heavy capital investment in social assets, 
such as improved housing, hospitals and other 
welfare facilities, though socially desirable, is 
not so directly relevant to increased produc- 
tivity. l 

The necessity for establishing national 
priorities in the field of national expenditure 
and capital investment is of the greatest import- 
ance. 


(9) The Government has limited though heavy 
responsibilities in relation to the creation of 


favourable trading conditions both in home and 
foreign markets. It controls, through taxation 
and rates, income and expenditure equivalent 
to more than one-third of the gross national 
product. The national budget alone now 
exceeds {6,000 million per annum. Of this 
sum, it is estimated that capital investment in 
the public sector, i.e. electricity, gas, coal, 
railways, roads, and on welfare services (housing, 
schools, hospitals, etc.) is equivalent to more 
than ro per cent of total national savings from 
all sources. 


(1o) A comparison of the relative world economic 


conditions prevailing in the eighteen years 
1945-63 with the inter-war years 1918-39 is 
strikingly in favour of the post-war years. The 
assumption by post-1945 Governments of 
developed countries of responsibilities for full 
employment in those countries, and their 
willingness to collaborate in the pursuit of 
international financial and trade policies, 


" including aid to the developing countries, has 


unquestionably contributed to growth of 
national and international trade and, hence, a 
relatively faster rate of capital formation. 
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G 1i) Both inter-governmental loans and private 


investment have an important role in the 
development of the developing countries. How- 
ever, Governments of recipient countries must, 
in their own best interests, create suitable 
conditions for aid of this kind, including long- 
term guarantees against nationalization or 
expropriation, and the maintenance of reason- 
able levels of taxation with, possibly, exemp- 
tions from taxation during the initial develop- 
ment period for each project. Conditions must 
also be favourable for the attraction of tem- 
porarily resident managers and technicians. 

International insurance facilities must be 
made available on reasonable terms for the 
protection of private investment and inter- 
governmental loans. 


(12) Just as the supply of transport and capital 


equipment by the United Kingdom, financed 
through the London money market, made 
possible the early development of the resources 
of the United States and the Commonwealth 
countries in the late nineteenth and early part 
of the twentieth centuries, with benefit to all 
parties concerned, so might mutual benefits 
flow to the economies of both developed and 
under-developed countries from the pursuit of 
similar economic policies in the latter half of 


the twentieth century. Such an effort is called 
for by the industrialized countries for humane 
as well as purely economic reasons. 


(13) The economies of scale available to large-scale 


industrial enterprise require larger markets. 
The post-war progress already made in reducing 
tariffs and quotas and in permitting the freer 
movement of capital, following the creation of ` 
the European Economic Community and the 
European Free Trade Area, has proved advan- 
tageous to the economies of the participating 
countries and should lead to similar progress 
in the freeing of trade with the United States 
and other countries on a reciprocal basis. 


(14) International monetary policy must be further 


developed to facilitate expansion of world trade. 
In recent years, British industrial activity has 
suffered from the imposition of national credit 
policies designed to protect the nation’s 
monetary reserves and the international value 
of sterling. Similar problems confronted the 
United States in relation to balance of payment 
problems and their effect on gold and currency 
reserves. There are many problems awaiting 
solution in the sphere of international monetary 
and credit policies which it is necessary to 


` resolve in the interests of world expansion of 


trade and investment. 





à 


Goodwill 


by a member of the Accountants’ Christian Fellowship 


HE theologians appear uncertain 
| whether the first Christmas message 
brought ‘peace, goodwill toward 
men’, or ‘peace toward men of goodwill’. 
The genius of the Christmas season is 
happily not dependent upon the vagartes of 
early MS copyists, and even the accountant 
becomes conscious for a short time that 
goodwill is not only something for delicate 
negotiation on a take-over, or a cause of 
strenuous infighting with the Estate Duty 
Office. 
` Goodwill is a slightly old-fashioned word; 


a word which is easy prey for the bland and 
the trite. Yet how indispensable an attitude 
it is for humane contact between man and 
man. For a few hours of leisure, Christmas 
brings us cause to think again of a great 
Goodwill to us men and our foolishness. In 
that Goodwill, we believe, lies our chief hope 
and the source of our truest understanding 
one of another. In it also lies a personal 
confrontation for each of us, a confrontation 
posing the most personal questions of basic 
faith and of daily conduct. 


F. R. C. 
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Weekly Notes 


INSTITUTE CONSTITUTION CHANGES 


HE amendments to the Royal Charters and bye- 

laws of The Institute of Chartered Accountants 
in England and Wales, considered at special meetings 
held in March, May and September of this year, have 
now been allowed by Her Majesty the Queen in 
Council (so far as concerns the Royal Charters) and 
by the Privy Council (so far as concerns the bye-laws). 
Supplements to the Members! Handbook incorporating 
these changes will be sent to all members of the 
Institute early in the New Year. Copies of the revised 
Royal Charters and bye-laws incorporating the 
amendments are immediately available, on applica- 
tion to the Institute, at 7s 6d each, post free. 

So that the new provisions dealing with the con- 
ditions of entry into articles, the training of articled 
clerks and examinations may be studied as soon as 
possible, an explanatory booklet will shortly be distri- 
buted to all practising members of the Institute, to 
all articled clerks through the medium of the student 
societies, and to schools and appointments boards. 
Copies will also be given free of charge to any other 
interested person who applies to the Institute. This 
booklet should be read in conjunction with the 
November 1963 examinations edition of the guide, 
General Information and Syllabus of Examinations. 

The changeover, as far as the examinations them- 
selves are concerned, will take three years to complete. 
Under the arrangements now being superseded, the 
old Intermediate and Final examinations were held 
in May and November each year. The old Inter- 
mediate examination will take place for the last time 
in May 1965 and the old Final examination will make 
its farewell bow in November 1966. The new Inter- 
mediate examination makes its debut in September 
1964. and will occur in March and September each 
year thereafter. Part I of the new Final examination 
will be held for the first time in May 1965 and with 
it in November 1965, to complete the pattern, Part II 
of the new Final examination appears. The Council 
appreciates that initially there will be a large number 
of transitional and other queries from both principals 
and articled clerks to answer. It gives the double 
assurance that all queries will be dealt with as quickly 
as possible and that care will be taken to ensure that 
no individual will be penalized by any unavoidable 


' delay in dealing with his or her case. 


EXEMPTING RECEIPTS FROM STAMP DUTY 


PRIVATE member's Bill to exempt receipts 
and cheques from stamp duty, as well as to 
abolish criminal proceedings relating to unstamped 
receipts and cheques, has been introduced in Parlia- 
ment by Mr Graham Page, M.P. In a recent letter to 
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the Chancellor of the Exchequer, the Council of The 
Institute of Chartered Accountants in England and 
Wales advocated the abolition of stamp duty on 
receipts. The Council pointed out that largely arising 
from misunderstanding of the Cheques Act, 1957, the | 
practice of dispensing with the issue of receipts had ` 
become widespread, and even when receipts were 
given they were unstamped. Receipts as a source of | 
revenue were therefore fast disappearing and as ` 
enforcement of the stamping of receipts would be ` 
dificult and costly, abolition was recommended 
without, of course, prejudicing the statutory right 
of a debtor to require a written acknowledgement of 
the discharge of a debt. 

Other private members' Bills which were given a 
first reading last week include one to repeal section 
25 of the Restrictive Trade Practices Act, 1956, and to 
make it unlawful for supplies of goods to be withheld 
from retailers who cut.the suggested prices of those 
and similar goods. It is curious that the Act of 1956 
should have given statutory sanction to retail price 
maintenance, which is a system hardly calculated to 
make things cheap. The Bill is to have its second 
reading on January 17th. 

Trading stamps, so much in the news these days, 
are also receiving the attention of the legislators. On 
January 31st a second reading will be given to 
another private member’s Bill, to make provision 
with respect to trading stamps, including provision 
for regulating the business of issuing and redeeming 
trading stamps. 


DIVIDEND-STRIP DEVICE FAILS 


COMPANY which incurs a trading loss is 
allowed, by section 341 of the Income Tax Act, 
1952, to set it off against its taxed income and obtain 
repayment of tax accordingly. Section 341 deals, of 
course, with a real world of real transactions. Suppose 
a company decided to create for itself a large taxed 
income by lending money to its subsidiaries at a rate 
of interest representing many hundreds per cent. 
And suppose that at the same time it decided to 
create a large trading loss by selling trading stock to 
its subsidiaries at an enormous loss and at prices well 
below the stock's real value. Would it be able to 
obtain a section 341 repayment? At any rate, the 
attempt has been made but has been rejected succes- 
sively by the Special Commissioners and by Mr 
Justice Pennycuick, 

i In Ridge Securities Ltd v. CIR. as reported in 
The Guardian of December 13th, his lordship dis- 
missed the company's appeal from the Special Com- 
missioners' rejection of its section 341 claim to relief 
on a loss of £2,562,374 which it claimed to have sus- 
tained in the tax vear 1958-59. If the income had 
been dividends, the claim would in any case have 
been defeated by the anti-dividend-stripping legis- 
lation of ?955 and 1958. To overcome this, the com- 
pany lent money to its subsidiaries at interest. The 
principal was £323,000 and it immediately produced 
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interest amounting to £974,763. The losses required 
to offset this income were created by selling securities 
to another company in the group at a price far below 
their value. The Inland Revenue contended that none 
of these transactions was a bona fide commercial 
transaction. They also contended that in any case the 
sums described as interest were not interest at all. 

While accepting the fact that the object of the 
transaction was to obtain a tax repayment and did not 
alone prevent the company from obtaining repayment 
(Griffiths v. Harrison (Watford) Ltd (42 A.T.C. 152)), 
the Special Commissioners had held that in the 
present case the transactions were not bona fide com- 
mercial transactions. Upholding their decision, Mr 
Justice Pennycuick said that on the authority of 
Petrotim Securities Ltd v. Ayres (see The Accountant, 
November 23rd, page 644), the market value of the 
securities sold ought to be brought in on the credit 
side, not the actual proceeds. As to the ‘interest’ it 
was impossible to treat as interest sums which were 
greater than the principal advanced, and which in- 
deed were paid to the lender only a few days after 
the advance of the principal. 


BUILDING SOCIETIES AND THE ELECTION 


HERE have been signs of late that the building 
societies have become the recipients of fairly 
substantial sums from investors who wish to keep out 
of the stock-market until after the next General 
Election. The larger societies seem to have been 
particularly favoured in this respect. The result has 


been a growing urge by the big societies to improve. 


mortgage terms and so do increased business while 
they have the liquid resources available for expansion. 
This clash of interest between the big and smaller 
societies emerged last week when the Building 
Societies’ Association came out in favour of the small 
societies’ point of view. The Halifax, the largest 
society in the country and not a member of the 
Association, has already announced a cut in its rates 
of 1 per cent after February. Among the members, 
solidarity has already been lost by the decision of 
the Alliance to cut, as from April, both mortgage and 
investors’ rates. The Leicester and one or two others 
are known to favour a cut but up to the time this issue 
went to press the bulk of the large members were 
putting solidarity ahead of immediate self-interest. 


FRIENDLY SOCIETIES’ REPORT 


ART 2 of the Report for the year 1962 of the. 


Chief Registrar of Friendly Societies, published 
last Monday (H.M.8.O., price 3s net), deals with the 
work of the Chief Registrar's Department under the 
Friendly Societies Acts and the operations of regis- 
tered societies under those Acts during 1962. 

Although the total membership of friendly societies 
without branches fell by 16,000 to 4,623,000 at the 
end of 1962, the adult membership showed an in- 
crease of 1,016, the first increase in adult membership 
since 1956. At the end of 1961, the latest year for 
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which figures are available, the membership of Orders 
and their branches was 1,278,000. Generally, income, 
expenditure and funds continued to increase. The 
funds of friendly societies without branches at the 
end of 1962 were £6,386,000 more than at the end of 
1961 and amounted to £194,883,000. The funds of 
Orders and branches increased in 1961 to £69,414,000 
from £,68,822,000 in 1960. 


STANDARD COMMERCIAL FORMS 


HERE are two broad problems about establishing 

the use of standard forms. The first is to set a 
generally accepted standard and the second is to 
create the necessary controls within an organization 
to observe the rules about using standard forms. The 
second of these is entirely a matter for internal 
organization for it is pointless in adopting standard 
stationery of any kind if staff are allowed to go on 
creating forms and letterheadings as they deem fit. 

So far as the first problem is concerned, the British 
Standards Institution has issued a new edition of 
B.S. 1808, Sizes and recommended layouts of com- 
mercial forms. It reduces by about one-third the 
number of standard sizes recommended. Four sizes 
are given for letterheads, orders, invoices and 
similar forms, and for statements of account two 
sizes are suggested. 

À further section of the standard is being prepared 
to dezl with continuous stationery. Copies of the new 
standard can be obtained from B.S.I. Sales Branch, 
2 Park Street, London Wit, price 6s. 


QUANDARY OVER WAGES 


LOUDS are gathering fast over the economy 
M from the direction of wages. The wage agreement 
reached last week in the engineering industry brought a 
short speech from the Chancellor of the Exchequer at 
the Foreign Press Association luncheon. The occasion 
was signicicant for there were plenty of other subjects 
the Chancellor might have dealt with to an audience 
of that kind. Mr Maudling was at some pains to 
point out that in his opinion the settlement was ‘not 
much above the 3-34} per cent figure which I put 
forward in my Budget’. 

There is a flavour of whistling to keep up courage 
about such a pronouncement. And now comes the 
turn of the railwaymen. Rumour has it that Dr 
Beeching, having offered the men 5 per cent, can go 
to 6 per cent without incurring acute displeasure from 
the Government because the railways can be regarded 
as a special case. The fact is that ever since the 
railwaymen accepted for their own good reasons the 
principle of the Guillebaud decision that railway 
wages should keep in step with the general movement 
of wages; the prospect of relating rail wages to pro- 
ductivity for any length of time has not looked good. 
Everyone is hoping for a Christmas rabbit out of 
Dr Beeching's hat, but it looks as though it will have 
to be an uncommonly plump one to please the 
railwaymen. 
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This is My Life... 


by An Industrious Accountant 


CHAPTER 203 


HE characteristics of Santa Claus abound in the 
traditional tales about bim -his jollity, his 
generosity, his cherubic rotundity; but one thing's 
invariably omitted — his is warm work, I can tell you: 
and I know, for I was Santa myself for the afternoon. 
It was the pre-Christmas party at the local orphan- 
age. The office manager, a tireless supporter of such 
good causes, had roped me in to help, recalling 
uncompromisingly a promise made in a rash moment 
weeks before. Now I was sitting mid-stage, bedecked 
in scarlet and white, booted and bearded, nearing 
apoplexy. The umpteenth young hopeful was climb- 
ing on to my knee, assisting himself by a determined 
grip on my ear, his lips happily apart, his eyes eager. 
A word of seasonal greeting... your name... your 
age. Then the punch line. . . your present! 

The office manager's wife — yes, Hairpin of old — 
passed over a stream of gaily wrapped parcels; the 
queue seemed never-ending; the air, or what was 
left of it, was like a furnace. At the corner of the stage 
sat Dave, an assistant also brought in from our 
departmental budgets section, strumming mightily 
on a guitar. From the crowded chairs below us the 
shrill chorus of ‘Jingle bells, Jingle bells’ fairly 
rattled the rafters. 

When all the presents had been distributed a few 
of us helpers gathered for tea in a corner of the dining 
room, I was tired and vaguely uneasy. The pale faces 
under the close-clipped hair, the almost incredulous 
delight over the presents, the sense of one wonderful 
day in the long bleak weeks- they pricked my 
conscience sharply. Some of us don't realize how 
good we have it. I muttered something on these lines 
to Dave, who grinned vacuously, stupidly. Then he 
lurched suddenly sideways, fell across the table 
corner, and rolled over on to the floor. 

He was quite calm as we helped him up, rather 
charmingly apologetic in fact. He was so sorry. The 
heat, you know . . . a momentary blackout. He 
reached behind a calendar on the mantelpiece, 
extracted a half-full tumbler of whisky, and gulped 
it thirstily. Then he sat down heavily and mumbled 
‘Don’ min’ me... jus’ fine.’ | 

The office manager said with a sort of desperation: 
“Not again.’ His wife said: ‘PI get some coffee’, and 
fled. We waited. There was nothing else to do. We'd 
waited before. 

You see, Dave's a young chap who should never 
touch liquor. Normally, he's a pleasant enough 
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character, but just one drink seems to trigger off a 
terrible craving. 

Mind you, he tries to fight his enemy. He's kept 
clear for nearly two years now. But before thzt he 
fell twice, and the trouble is that I'm inextricably 
linked with his disasters. 

'The first time was when I promoted him to take 
charge of his section while his number one was 
convalescing after peritonitis. For a month Dave was 
a brilliant replacement. Then one Saturday night 
he celebrated . . . that bout lasted two weeks. Later 
the same year, when his reformation seemed well 
established, he applied for another promotion. He 
didn't get it, so he drowned his sorrows. 

The youngsters, oblivious to what was happening, 
were singing ‘Oh, what fun it is to ride . . . '. Dave 
was slouched forward, chin sagging, eyes closed. The 
O.M., still in his gay paper hat, made hurried plans. 
Wait till the hall is cleared . . . telephone his wife as 
tactfully as possible . . . Pll drive him home, you 
follow if you can find his car, it's raining outside. 
I readjusted my cotton wool beard and returned to 
the stage, shaking hands and waving. 

That was on Saturday night. On Monday his wife 
telephoned to say he had influenza. On Wednesday 
he reported back for work. He looked sick and 
strained when I saw him, but he carried it off with 
a show of braggadocio. It could happen to a bishop, 
he said in the old slang phrase. Anyway, it was the 
last time... let him have just one more chance. 

My worry was that his work was in a mess. His 
deputy had reported the departmental budgets 
hopelessly tangled, the stock reconciliations in a 
muddle, the deadline for the New Year forecast 
unlikely to be met. The company’s interests must be 
protected, of course. How far were we responsible 
for carrying Dave if he insists on playing the fool? 
True, he’s a near alcoholic, but he’s not badly off, 
his wife has a part-time job, they’ve no children. 
He'll have to pull his weight; it's his last chance. 

On that impulse I went to his room during the 
afternoon for a man-to-man talk. What a hope! 
I found him draining a pocket-flask. That ceadline 
was obviously a 'dead duck', and so was our luckless 
forecast. Dave abused. me tipsily for hounding him; 
we had a short but unpleasant scene. I tcld him 
grimly to expect the worst, and left him. 

Soon afterwards the office manager entered, his 
determination to seek mercy. rather than justice 
blazing in his eyes. Dave and his wife, he said, had 
adopted two children from the orphanage; tae lapse 
was due to the resultant tension and adjustments. 
“Hell and damnation,” exploded the O.M. in un- 
accustomed profanity, ‘if he makes that gesture of 
faith in the future, can we do less?’ 

Those wistful little faces . . . I'd handed out dolls 
and jigsaws, but Dave had been pricked to Christian 
charity . . * perhaps they'd help him in his struggle 
as he helped them in their need. As he must be 
helped in his. i 
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Finance and 
Commerce 


Export Loss 
Poon for loss on- export contracts — 
£136,000’ opens the consolidated profit and loss 
account of Edward Wood & Co Ltd whose accounts 
form this week's reprint. What the company's business 
is is not stated but the fact is plainly given that it has 
a subsidiary, F. Moffatt & Co Ltd, which specializes 
in decorative flooring, asphalting and furnishing. 
Some explanation is available, however, in the des- 
cription of how the loss on export contracts arose, 
and in what Mr R. L. Barratt, the chairman, has to 
say can be seen something of the difficulties that can 
face industry in its endeavour to assist the 'export 
drive". 


It happened, he says, as a result of Edward Wood's 


association with a company with which they had had . 


previous business relations. They were ‘exceptional 
contracts’ entered into towards the end of 1962 at a 
time when they were faced with redundancies due to 
lack of work. To avoid this, it was agreed to supply 
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and deliver steelwork to sites in Germany for a 
Government agency, and for the Port Authority of 
New York. The client was responsible for the 
contracts as a whole including erection but it was a 
condition that a performance bond should be given 
which Edward Wood undertook to guarantee. 

Production started on these contracts shortly 
after the orders were obtained and continued through- 
out the winter months. Unfortunately, exceedingly 
severe winter weather created shipping and transport 
difficulties and brought work on the site in Germany 
to a complete standstill. 


Cancellation 


When site operations were resumed in the spring, 
Mr Barratt says, it soon became apparent that the 
client was in financial difficulties. The company 
made payments ostensibly to cover erection and other 
site expenses but it was subsequently discovered that 
these advances had been applied for other purposes 
and little or no progress had been made on the sites. 

Steps were immediately taken to have the con- 
tracts assigned to Edward Wood with a view to taking 
control of the situation. Successful legal action was 
taken to recover payments made by the Port of New 
York Authority to the client, but investigation of the 
German contract showed such an unsatisfactory state 
of affairs that the directors considered, after attempt- 


EDWARD WOOD & COMPANY LIMITED 
Consolidated Profit and Loss Account for the Year Ended 3ist August, 1963 











1962 
£ £ S È 
e Provision for Loss on Export Contracts 136,000 
10,397 Depreciation xs z m zs 13,041 
750 Audit Fees .. Se T s Ké ae 870 
— Preliminary Expenses of Subsidiary Company S 148 
Directors’ Emoluments:— 
Parent Company: . 
1,125 Fees en * €» s+ + kd oo ar e+ .+ +æ z: es 27 Z ee > + 1,625 
21,489 Managerial Remuneration including Pension Fund Contribution Payment to Widow of deceased Director 19,707 
22,614 21,332 
— Subsidiary Company 3,875 
22,614 25,207 
1,268 Loss on Investments Ss 
35,029 Deduct: 
: 126,692 Trading Profit à 65,168 
601 Investment Income 3 205 
i5 Transfer Fees Ss Es - n eg s S " e 24 
— Proceeds of Policy on Life of former Director . .. ` ‘ x 9,425 
— Taxation Reserve not now required ve Gg . vs 30,000 
— Reserve for Deferred Repairs no longer required 3 15, 

127,308 119,822 
92,279 55,444 
36,000 Reserve for Taxation "a an 
56,279 Net Profit , Net Loss 55,444 
81,439 Balance brought forward from previous year EX ‘3 92,693 

137,718 Deduct: ^ d 

Dividends (Net): 
i,225 5% Cumulative Preference Shares 1,225 
Ordinary Shares: £ 
9,800 Interim 575 — .. s 9,800 
19,600 (10%) Proposed Final 2175 4,900 
14,700 . . 
30,625 15,925 
14,400 Employees’ Profit Sharing Scheme Ges l 
45,025 ` : ; 15,925: 
————— Balance Carried Forward Ee 
92,693 Parent Company m s E à Së 26,34 ` 
— Subsidiary Company  .. ae rd .» (Adverse) 5,410 
£92,693 ———— — g21,324- 


Note.—The Subsidiary Company only commenced to trade in the latter part of [962 and therefore the comparative 





figures for that year only relate to the Parent Company. 
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ing to negotiate, that it would be better to abandon 
the contract and meet the payments under the per- 
formance bond guarantees. Edward Wood’s liability 
under these guarantees accounts for {£72,400 of the 
loss. The German contract was eventually cancelled 
with the client which is now in liquidation. The New 
York contract was completed at a loss. Apart from 
all that, the bad winter upset work on many sites in 
the home market. 


Full Circle 


HE wheel seems to have turned the full: circle 

with a shareholder complaining at the meeting of 
Harris Lebus Ltd, the furniture manufacturers, that 
the information given in the directors’ report was 
inadequate. This company, like most others, follows 
modern practice by giving a ‘chairman’s review’ with 
the report and accounts; it runs to two and a quarter 
quarto pages. 

But the complaining shareholder wanted it all in 
the directors’ report instead of the accompanying 
chairman’s statement. It would then be clear, he 
maintained, that the directors, as a whole, accepted 
responsibility for what shareholders were told, and 
not merely the chairman. 


One can only gasp: some people are never satisfied | ' 


The complaint, apparently, was not that the chairman 
did. not say enough, but that the information was 
given under a wrong heading. Years ago, the share- 
holder would have had to wait till the meeting to 
hear read what he now bas in clear print. 


D 


Plant Register 


HE fixed assets group in the balance sheet of 
Dennis Brothers Ltd, the ‘name’ for fire engines, 
road sweepers, etc, at September 3oth, 1963, 
includes an item ‘plant, machinery and equipment — 
cost £757,049, depreciation £659,514, net value 
497,535 "M 
À note on the balance sheet explains that an investi- 
gation during the year by the company's officials 
disclosed discrepancies in the plant registers, which 
have now been amended. The cost disclosed by the 
financial accounts has likewise been adjusted to 
agree with the plant registers. The effect is to apply 
£237,390 from depreciation already provided against 
the cost of plant and machinery, leaving net book 
value unaltered at £98,912. The latter, it is stated, 
is fully represented by tangible assets. 


Mr David J. Grines, the chairman, refers in his 


statement to discrepancies found by the new board 
on investigating the plant register and says this was 
particularly so far as certain very old machines were 
concerned. In the past, when these were disposed of, 
the proceeds were brought into account. The items 
of plant in question had been fully depreciated but 
since they were not deleted from the plant register, 
they were not eliminated from the cost and aggregate 
depreciation figures shown by the financial accounts. 
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CITY NOTES 


d Ka approach to the Christmas holiday period in 
the stock-markets has not revealed any lack of 
New Year confidence. Turnover in the industrial 
sections has been heavy both ways and, although there 
is still a disposition towards 'liquidity in some 
quarters, there is still a fair amount of buying in 
anticipation of a New Year rise. 

Prediction of a spring General Election, however, 
is not exactly a comforting thought but it is one 
which seems likely to keep the new issue market 
active. Already a number of large-scale rights issues 
are lined up for January, and although the spate of 
new share offers has eased off it is expected to be 
resumed in full vigour next month. 

The permutations on the theme of offers for sale 
by tender have brought some criticism in their wake. 
Such issues, it is claimed, are ‘unfair’ to the small 
investor who is unable to judge accurately at what 
price he should pitch his bid. The Stock Exchange 
Council is watching the position and it would not be 
surprising to see some official guidance given on the 
tender point before long. In some quarters, however, 
there is a feeling that Stock Exchange concern with 
‘the small man’ is in danger of being taken too far. 


RATES AND PRICES 


Closing prices, Tuesday, December 17th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 


Bank Rate 
Dec. 8, 1960 5% Mar. 8, 1962 54% 
July 26, 1961 595 Mar. 22, 1962 5% 
Oct. 5, 1961 64% April 26, 1962 43%. 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Treasury Bills 
Oct. i £3 128 4°32d% Nov.15 £3 iss 0'68d% 
Oct. 18 £3 148 2:36d9; Nov.22 £3 158 œd% 
Oct.25 £3 148 10°70d% Nov.29 £3 148 9'42d9 
Nov. 1 £3 15s 5°08d% Dec. 6 £3 15s 4°58d% 
Nov.8 £3 15s o62d% Dec. 13 £3 14s 889d% 
Money Rates 

Day to day 23-32% Bank Bills 
7 days 21-3896 2 months 34-34% 
Fine Trade Bills 3 months 33-31% % 

3 months s-54% 4 months 34-3 18 76 

4 months 5-51 76 6 months 31-495 

6 months 51-696 

Foreign Exchanges 
New York 2-797; Frankfurt 11:173 
Montreal 3:011$ Milan 1740% 
Amsterdam 10°07 Oslo 20°or1t 
Brussels 139°284 Paris 13°70 % 
Copenhagen 19:29i Zürich 12:06$ 
Gilt-edged 

Consols 4% 671 Funding 3% 59-69 . gt # 
Consols 24% 43 Savings 3% 60-70 89+ 


Savings 3% 65-75 81 
DAVIS 2195 64-67 


Conversion 6% 1972 107 
Conv’sion 52% 1974 994% 
Conversion 5% 1971 99} 


Conversion 34% 1969 944 Treasury 5% 86-89  9oi 


Conversicn 34% 59$ Treasury 34% 77-80 79 
Funding 54% 82-84 98 . Treasury 34% 79-81 79 
Funding 4% 60-90 94% ‘Treasury 23% 434 
Funding 34% 99-04 66% Victory 4% 97% 
Funding 2% 66-68 92234 War Loan 34% 58 4 
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laxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’. 


Petrotim Securities Ltd v. Ayres (No. 2) 
In the Court of Appeal - November 13th, 1963 


(Before THE MASTER or THE ROLLS (Lord DENNING), 
Lord Justice Donovan and Lord Justice RUSSELL) 


Income tax — Cessation — Adjustment of liability — Sales 
of securities at undervalue — Not in course of trade — 
Whether expenditure to be excluded from accounts — 
Whether market value to be brought in as receipt— 
Income Tax Act, 1952, sections 137 (3), 153, 341, 469 
— Finance Act, 1894, section 18 — Finance Act, 1960, 
section 20. 


In Petrotim Securities Ltd v. Ayres it was held that 
certain securities, that the appellant company had sold 
to its principal company at an undervalue, were not 
sold in the course of trade; and that the resulting loss 
was not a trading loss. The question of the treatment 
of the securities in the accounts of the appellant's 
final accounting period was stood over for further 
argument. 


On the case coming on for hearing again, it was 
common ground that certain of the transactions should 
be excluded from both sides of the profit and loss 
account for the appellant's final accounting period, 
and should not, therefore, enter into the computation 
of its profit for tax purposes at all. In respect of the 
other transactions it was submitted on behalf of the 
appellant that the expenditure in respect of these 
transactions should be deleted from the account. It 
was contended on behalf of the respondent that the 
expenditure should not be deleted, but that the market 
value of the securities in question, at the date of their 
disposal, should be brought into the account as a 
receipt. 


Held (affirming the decision of Mr Justice Ungoed- 
Thomas): the decision in Sharkey v. Wernher applied, 
and the figure representing the market value of 
the securities, at the date of their disposal, should be 
brought into the profit and loss account as a receipt. 


Soul v. Irving 
In the Court of Appeal — November 18th, 1963 
(Before THE MASTER OF THE ROLLS (Lord DENNING), 
Lord Justice Donovan and Lord Justice RUSSELL) 

Income tax — Schedule A — Tenements bought in names 
of others — Appellant assessed as landlord — Notice of 
treatment as landlord — Whether assessments valid — 
Whether notices valid ~ Income Tax Act, 1952, section 
109, Schedule VII, Part I. 


This was one of five appeals relating to thirty-seven 
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tenement properties purchased by the appellant in 
the names of other people, who were likely to have 
personal allowances available against the Schedule A 
tax on the properties, and who sent all documents 
relating to the properties to the appellant for him to 
deal with. The appellant was assessed to Schedule A 
tax as the landlord of some of the properties; and in 
relation to other properties notices were served on 
him, under Part I of Schedule VII of the Income 
Tax Act, 1952, as the landlord. 

The appellant contended that he was not the 
landlord of the properties, but the agent of the 
persons in whose names the properties had been 
bought; and that the assessments and notices should 
be discharged. It was contended for the respondent 
that the assessments and notices were valid. 

The General Commissioners confirmed the assess- 


. ments and notices in all five cases. 


Held (affirming the decision of Mr Justice 
Buckley): the decisions of the General Commis- 


‘sionets were correct. 


Jarvis Robinson Transport Ltd v. C.LR. 
In the High Court of Justice (Chancery Division) 
November 27th, 1963 ` 
(Before Mr Justice PENNYCUICK) 


Profits tax — Avoidance or reduction of liability — Road 
haulage business — Directors apprehensive of national- 
ization — New shares paid up out of profits — Business 
sold to new company for shares — Liquid assets excepted 
and distributed to members — Whether avoidance or 
reduction of liability was main purpose — Whether 
expected benefit was reduction of liability — Finance 
Act, 1947, section 36 (4) — Finance Act, 1951, section 
32. 

The company carried on business as a road haulier, 
and its issued capital was £36,000 in 160,000 shares 
of 2s 6d each, and 16,000 shares of {1 each. In the 
latter part of 1957, the directors were apprehensive 
that further legislation would be passed to nationalize 
road haulage, and they considered it desirable to 
transfer the assets of the company, which were 
surplus to the requirements of the business, to the 
shareholders; and that the company’s vehicles should 
be revalued and the issued capital brought into line 
with the real value of the assets. On November 25th, 
1957, a sum of £72,000 was transferred from the 
balance on profit and loss account to capitalize 
72,000 new shares of {1 each, and thus the issued 
capital became £108,000. 

On March 13th, 1958, the company went into 
liquidation with a view to reconstruction; and four 
days later the liquidator transferred the business to 
a new company in consideration of 108,000 shares of 
£1 each in that company. Savings bonds, conversion 
stock and cash, of the aggregate value of £60,407, 
were not transferred, and were distributed among the 
members of the appellant company; and the 108,000 
shares in the new company were allotted to them. 
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Subsequently the liquidator and the new company 
elected, under section 36 (4) of the Finance Act, 
I947, that the allotment of the shares in the new 
company was not to be a distribution for profits tax 
purposes. In the company's last chargeable account- 
ing period, the only distribution was the excepted 
assets valued at £60,407. If the paid-up capital of the 
appellant was taken to be £108,000 this distribution 
would not rank for profits tax purposes; but if the 
paid-up capital was taken at its original amount, 
£36,000, the distribution of the excepted assets 
would be such a distribution as to the balance over 
that amount. 

The Commissioners of Inland Revenue considered 
the foregoing transactions, and took the view that 
avoidance or reduction of liability to profits tax was 
the main purpose or one of the main purposes thereof, 
or was, alternatively, the main benefit which might 
have been expected to accrue; and they directed, 
pursuant to section 32 (1) of the Finance Act, 1951, 
that the liability of the company to profits tax for the 
chargeable accounting period ended March 13th, 
1958, should be computed as if the paid-up share 
capital of the company was £36,000. | 

The company appealed against the direction, and 
the Special Commissioners found that it was not 
established that the avoidance or reduction of lia- 
bility to profits tax was the main purpose or one of the 
main purposes of the transactions; but that the main 
benefit, which might have been expected to accrue 
therefrom, was the reduction of liability. It was also 
contended before the Special Commissioners that if 
there was such a main benefit, it could not accrue in 
the three years immediately after the transaction, for 
it had accrued simultaneously. The Special Com- 
missioners rejected this contention. 

Held: the Special Commissioners’ decision was 
correct, 


Seaman v. Tucketts Ltd 


In the High Court of Justice (Chancery Division) 
November 29th, 1963 . 


(Before Mr Justice PENNYCUICK) 


Income tax — Discontinuance -- Business of manufactur- 
ing confectionery and of factoring similar goods — Factor- 
ing discontinued — Factory closed, but stocks sold off 
during next sixteen months — Company then purchased 
and sold sugar and cellophane — Office transferred to 
parent company’s premises — Goodwill attached to 
respondent's name — Whether new trade as sugar 
merchant set up — Income Tax Act, 1952, sections 
128, 129, 342. 

The respondent company was incorporated in 1959 
to take over a confectionery business consisting of the 
manufacture and sale of chocolate and sugar con- 
fectionery, and the factoring of similar goods. Its 
objects clause authorized it to carry on those busi- 
nesses and also the business of dealing in &rticles used 
in the confectionery and kindred trades. The 
respondent had a factory in Plymouth until 1941, 
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when it was destroyed, and afterwards it had a 
factory at Launceston. It also had two retail shops in 
Plymouth. In 1956 another company acquired a 
controlling interest in the respondent, and three 
directors of the parent company became directors 
of the respondent company. Till November 1958, there 
was continual discussion at the board of the respond- 
ent and also at the board of the parent company 
about the future of the respondent, for its business 
was making losses. Early in 1958 the sale of factored 
goods by the respondent was discontinued. The retail 
shops were closed in September 1958 or thereabouts. 

On November 6th, 1958, the directors of the parent 
company decided upon what was described as 
operation wind-up', and this included the closing of 
the respondent's factory on November 29th, 1958, 
the taking over of the plant by the parent company, 
the acquisition by that company of all other assets 1t 
could use, and the sale of everything else; and from 
December rst, 1958, all sugar and cellophane was 
purchased by the respondent and sold to the parent 
company plus 1o per cent. In fact the factory was not 
closed entirely on November 29th, 1958, for it was 


_ kept open in order to sell off the stocks of sweets, and 


that process was completed in February or March 


1950; and the factory was sold in April or May 1959, 


and the respondent's office was transferred to the 
parent company's premises. The respondent con- 
tinued to buy sugar and cellophane from its suppliers 


and resold to the parent company. Formerly the 


respondent had used cellophane only for the purpose 
of wrapping sweets. From about January 1961 the 


. respondent bought sweets and sold them to its parent 


company and early in 1962 the respondent began to 
supply another business with confectionery. In 
relation to these two concerns the respondent pur- . 
chased the goods from manufacturers and resold. 
It was contended on behalf of the appellant that 
the respondent's former trade was permanently 
discontinued during 1958-59, and that either one 
new trade was.then set up, or that two new .trades 
were set up, one of which was the business of a sugar 


. manufacturer and the other of a dealer in miscellaneous 
sweets. It was contended, alternatively, that if the 


former trade had not ceased, a new trade as a sugar 
merchant, including the buying and selling of 
cellophane paper, had been set up in 1958-59. 

It was contended on behalf of the respondent that 
at all material times it had carried on one trade or 
business or, alternatively, if a new business had been 
set up in 1958—59, this was only a business of a sugar 
merchant, including the buying and selling of cello- 
phane paper, while the business of a confectioner 
continued. The Special Commissioners decided that ~ 
the respondent’s former trade or business had not 
been discontinued in 1958-59, nor had a new trade 


or business been set up in that year. 


Held: the true and reasonable conclusion to be 
reached from the facts was that at the end of 1958 
the appellant commenced a new trade as a sugar 
merchant. 
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De Vigier v. C.LR. 
In the Court of Appeal - November 29th, 1963 


(Before THE MASTER OF THE ROLLS (Lord DENNING) 
Lord Justice Donovan and Lord Justice RUSSELL), 


Surtax — Settlement — Payments to settlor's wife — 
Capital sum ~ Payments to trustees to acquire shares — 
Cross payments by trustees — Whether repayment of a 
loan — Income Tax Act, 1952, section 406. 


On September 25th, 1957, the appellant's wife paid 
£6,000 to the trustee of a settlement made by the 
appellant in 1952, and the trustees of which were the 
appellant's wife and his solicitor. On October 1st, 
1957, the trustees paid {£2,994 in respect of a rights 
.issue of shares in a company of which the appellant 
was a director; and on October 4th, 1957, the trustees 
paid £2,550 to the appellant's wife for 1,000 shares 
in the same company. On October 14th, 1957, the 
appellant's wife paid {£1,000 to the trustees, and on 
October rgth, the trustees paid £1,040 3s 6d for a 
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purchase of further shares in the same company oa 
the Stock Exchange. In May 1958 the trustees paid 
£2,500 to the appellant’s wife, and paid her £4,500 
in the following August. 

An additional surtax assessment was made on tke 
appellant in the sum of {12,174 representing tke 
£7,000 grossed up. The assessment was mace 
pursuant to section 408 of the Income Tax Act, 
1952, on the footing that the two sums last mentioned 
were repayments of a loan. It was contended for the 
appellant that as the appellant’s wife was a trustee, 
she was not in a position to obtain repayment of the 
£7,000; and that therefore the two sums of £2,500 
and £4,500 were not repayments of a loan. The 
Special Commissioners accepted this contention and 
allowed the appeal. 

Held (affirming the decision of Mr Justice 
Wilberforce): there was no impediment to tae 
settlor’s wife recovering the two sums in question; 
and that the sums paid to her by the trustees were 
repayments of a loan and thus within the section. 


BRADFORD CHARTERED ACCOUNTANT 
| STUDENTS’ DINNER 


Some people believed that accountants were appointed 
to company boards 'in order to look after the com- 
pany's tax fiddles,’ said Mr G. D. Paterson, T.D., M.A., 
F.C.A., President of The Leeds, Bradford and District 
Society of Chartered Accountants, speaking at the 
annual dinner of the Bradford and District Chartered 
Accountant Students’ Society held on December rrth. 

Mr Paterson, who was referring to an article in The 
Guardian, said that it was a sad state of affairs that such 
a view could be entertained and he expressed the hope 
that the image of the profession would be improved in 
the coming years. 


Overseas Students 
Referring to students from overseas, Mr Paterson 


said it would be a pity if the benefits of the Institute - 


and the training that it gave should cease to be avail- 
able to all, whatever their colour, creed or religion, and 
added: 


‘Some of us are beginning to realize that we have got 
to make available to those who come to us from overseas 
the same chances of picking up our ways of Western life, 
if our Western life is to survive.’ i 
He hoped that firms would follow the example of 
those who made articles available to people from 
Commonwealth countries. ‘I hope that our Institute 
can realize its responsibilities as other professions have 
before it,’ he said. 

In conclusion, Mr Paterson, who was responding to 


uL the toast of “The Institute’, welcomed the vigour of the 


work being carried out by the Students’ Society. 

Proposing the toast, Mr Kenneth Young, Editor of 
The Yorkshire Post, said that he supposed it was true 
that no self-respecting company could avoid having an 
accountant member of its board, and there were a 
number of very large companies which had accountants 
as their chairmen. 

Speaking ‘as one professional to another’ he compli- 


mented the Bradford Students’ Society on its magazine. 
Extracts from it had appeared in The Yorkshire Fost : 
and he thought it important that they should deal not 
only with internal matters, but also with topics which 
could be quoted elsewhere. 

Mr John Clayton, President of the Bradford Jurior 
Chamber of Commerce, proposed the toast of “The 
Students’ Society, and in: his reply Mr W. H. 
Harrison, Secretary of the Society, said he hoped that 
as a result of the Robbins Report closer contact would 


. be developed between the Institute and the univezsities. 


"Ihe fact that the Government has accepted -his 
report leads one to hope that in the near future we 
shall have some form of full-time education for articled 
clerks', he added. 

Referring to the Huddersfield and Halifax sections 
of the Students’ Society, he said that the former had 
been very active but in the latter case the forty mam- 
bers from the Halifax area had been unable to find a 
secretary. He hoped that this would be rectified as 
soon as possible and that a committee would be 
formed. 


Audit Ticking Clerks 


Some principals gave a ‘good deal of encouragement’ 
to the Society in regard to its social activities. ‘There 
were others, however, which he hoped would show 
increased initiative in encouraging their articled c.erks 
to participate in the Society's activities. 

He had the impression that some principals regarded 


« their articled clerks as ‘audit ticking clerks’, anc not 


as members of an old and respected profession. 

The toast of “The Guests’ was proposed by Mr B. 
Hopkinson, a committee member of the Students' 
Society, and Mr A. Borchert, secretary of the Eradford 
Law Students’ Society, responded. The Loyal toast 
was proposed by the President, Mr K. W. Oxley, 
F.C.A., who was in the chair. 
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NOTTINGHAM CHARTERED ACCOUNTANT 
STUDENTS' DINNER 


When people thought of accountants, they envisaged a 
body of steady, plodding and dull people. But tais was 
not true, it was just that most accountants were 
frightened of letting anyone know they did anything 
interesting, said Mr T'. A. Hamilton-Baynes, M.A., F.C.A., 
at the annual dinner of The Nottingham Chartered 
Accountant Students’ Society on December rth. 
Mr Hamilton-Baynes, who is Vice-Chairman of the 
Articled Clerks Committee and a member of the 
Examination Committee of The Institute of Chartered 
Accountants in England and Wales, was responding to 
the toast of ‘The Institute’. 

He continued: 

"We are a new profession, and we are determmed to 
see that our ethical standards of non-advertising etc. 
should be upheld. I think we have overdone it, but we 
are making great strides, and, I think, are becoming more 
broad-minded.' 

"IL here is no movement in which there is as much 
challenge as there is in our profession’, he edded, 
referring to the effects of the recommendations »f the 
Parker Committee on Education and 'T'raining and the 
new bye-laws which come into operation on January 
Ist. 

‘It is a solemn thought that you, who are the articled 
clerks of today, will be the chartered accountants of 
tomorrow. On you will depend the reputation of one of 
the leading professions and of The Institute of Chartered 
Accountants in England and Wales.’ 


Increased Status 


Mr D. L. Evans, manager of the Smiths Bank 
Branch of the National Provincial Bank in Nottingham, 
who proposed the toast, paid tribute to the high 
standard of examination results achieved by students 
in the area. Continuing, he said: 
‘In the last twenty years the status of accountancy has 
risen considerably and it is now a leading profession. 
‘Your Institute was incorporated by Royal Charter as 
far back as 1880 and the total membership is now some- 
thing like 37,000, and there are district societies with 
headquarters in fourteen regions. Two years ago your 
Institute turned to Nottingham to find its national 
President, Mr Paul Granger, which reflects great credit 
on the City of Nottingham and on Mr Granger himself.’ 
Talking of the debt that society owed to accountancy 
Mr Evans said that the profession’s success and in- 
tegrity ensured a high standard in other directions, 
too — for instance in the world of trade, commerce and 
industry. 
‘You have’, he warned, ‘a truly heavy responsibility 
to the publie and to shareholders in making sure 
proper accounts are prepared. This, of course, is of 


paramount importance to the people who transact 
business with companies.’ 

The Institute's recommendations had already had 
far-reaching effects in company law, he told the 
students, and he mentioned the approach by the 
Institute to the Chancellor of the Exchequer over 
the issue of receipt stamps. 

In certain quarters, it was felt that one need not 
bother with a receipt. But your approach should kelp 
clarify this position, he said. 


Radical Changes 


Turning again to the future, Mr Evans prophesied 
tha: many radical changes lay ahead. 


*In recent years it is true to say there have been many 
changes already. From being a method of book-keeping 
for instance, accountancy has become a very vital tool of 
management. 

"There has, in the past, been a tendency among your 
profession to get bogged down with routine adding work. 
Room will have to be found to provide for the expanding 
needs of industry and commerce. And then there are the 
problems of decimal coinage, a metric system and in- 
decipherable bank statements - problems which you 
must meet in the next few years.’ 


Mr Brian J. Appleby, Barrister-at-law, who pro- 
posed the toast of “The Nottingham Chartered 
Accountant Students’ Society’, said that beginners in 
every profession faced a great many setbacks. 

"You will all make mistakes, but then all of us do. It is 
unfortunate that in this world we can never really learn 
fram the mistakes of others. We have to make our own, 
and gain our experience from them. 

‘The life of a professional man is hard, and full of 
responsibilities. People depend on us, and in time they 
will depend on you. But there is no room in any pro- 
fession for amateurs or idlers. You must go in to the jeb 
whole-heartedly.’ 

The Secretary of the Students’ Society, Mr J. H. T. 
Scothorne, responded. 

Other speakers were Mr H. W. Bonnello, Vice- 
President of the Students’ Society, who proposed the 
toast of “The Guests’; and Mr J. B. Bolus, the 
Nottinghamshire and England opening batsman, who 
made the reply. 

At the close of the evening, the 130 students and 
guests saw Mr T. Ashton, r.C.A., President of The 
Nottingham Society of Chartered Accountants, present 
Howitt Prizes to two students who passed their 
Finals in November 1962 and May 1963. 

They were Mr W. O. Ling, A.c.a., who in May had 
the highest marks in England and Wales, and Mr N. H. 
Deakin, A.C.A. 
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This is a question which you are probably often asked in one form or another, 
Y" and there are many possible answers to it. 


But one essential preface to an answer society shares, because they carry these 

might well be: ‘It all depends on your cir- advantages: m 

cumstances, and what you want your e A good rate of interest with complete 

money £o do.' safety. 

Spare cash can be put into adventures e Income tax paid by the society. 

which may pay off—and may not. Or it can e Shares repayable £ for £. 

be buried quietly in very dull investments e Money available at short notice. 

which carry a low rate of interest. It is wisest to use the services of a society in 

The building societies are neither of these. membership of The Building Societies 

It is hardly possible to find a safer place for Association. For a list of 330 members and 

money, yet the return (when tax is taken booklet 'Money and Houses' please write 

into account) is remarkably attractive, and to: 

many people find a real satisfaction in 
$-- knowing that their money is helping others 

to live in their own homes. 

There are few portfolios in which it is not 

wise to include a holding of solid building 


| The Secretary (DeptA.7) 
The Building Societies Association 
14 Park Street London W.1 











SPICER AND PEGLER'S 


Practical Book-keeping 
and Commercial Knowledge 


Eleventh Edition 
by W. W. BIGG, F.C.A., 
H. A. R. J. WILSON, F.C.A., 
and A. E. LANGTON, LL.B.(LOND.), F.C.A. 


This book has performed a useful service for 
nearly fifty years, principally to persons 
embarking on a course of study to enable them 
to pass the examinations of one or other of the 
professional accountancy bodies. 


“The book remains what it set out to be, a 
primer of book-keeping and business methods. 
Students are fortunate to have such a lucid, 
up-to-date textbook to guide them in their 
early studies.’— Accountancy 


Price 21s Post free 23s 


HFL (Publishers) Ltd 


IO EARLHAM STREET, LONDON, WC2 
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Taxation: Building Society Interest 


Deposit Interest 


F it were not for the special arrangement that exists 

in relation to building societies, persons investing in 
these societies would receive their interest after de- 
duction of tax (in the same way as a dividend). As a 
large proportion of the investors in building societies 
have small incomes, and are therefore either not liable to 
tax at all or are liable at a low rate, a great number of 
claims for small repayments of tax suffered on building 
society interest would be submitted. 

To obviate these numerous small adjustments the 
special arrangement provides that persons investing 
their capital in building societies receive the interest 
without deduction of tax but they are not liable to pay 
any tax on the interest nor can they reclaim tax by 
reference to such income. 

This is not the same thing as saying that building 
society interest is exempt from income tax and may 
therefore be ignored like, say, interest on National 
Savings Certificates. The actual amount of building 


society interest received forms part of a taxpayer's: 


total income for income tax purposes, even though no 
income tax will be charged on it. 

The inclusion in total income for income tax pur- 
poses of building society interest received is particu- 
larly material in the case of taxpayers who are entitled 
to life assurance relief, small income relief and age relief. 


Illustration (1) 
A.’s business profits were assessed at £2,970 for 


1962-63 (based on his accounting year ended March ` 


41st, 1962) against which was set a loss of £2,700 
for the year ended March 31st, 1963, under section 
341. During 1962-63, A. received £60 building 
society interest and paid a premium of £60 on a life 
assurance policy under which the sum assured was 
£1,500. A. is a single man. 

The 1962-63 computation is as follows: 








Á£ £4 
Schedule D assessment . 2,970 | 
Less: Section 341 loss .. 2,700 
270 
Building society interest re- 
ceived ei m De 
‘Total income Ss - 330 
Less: Building society 
interest received Do 
270 
Deduct: Smallincome relief y 
(2/gths X £330) 74 
Personalallowance 140 
Life assurance 
(2/sths x 1/6th x £330) 22 S 
23 


Chargeable at 15 gd.. £34 = £2 19s 6d 


It will be noted that the building society interest 
received has been included in calculating total in- 
come and therefore affects the calculation of the 
small income relief and the allowable life assurance 
premium. However, as the building society interest 
itself is not chargeable to income tax, it is sub- 
sequently deducted from the total income. 

Although building society interest received is not 


chargeable to tax it is available as ‘covering’ an annual 


: charge. Thus if for 1962-63 a taxpayer receives a 


salary of £900 and building society interest of £10 and 
pays ground-rent of £6 (gross), the ground-rent will Fe 
deemed to have been paid ouz of the building society 
interest and the income tax liability will be calculated 
on £900 with unrestricted earned income relief. 

'The following illustration shows a computation of 
marginal age relief in an instance where building sociezy 
interest received covers the annual charge. 


Illustration (2) 
B. is a widower aged 67. His income for 1962—33 
consisted of taxed dividends £820 (gross) and buill- 
ing society interest received £12. During the year ne 
paid ground-rent of £5 less tax. 
His income tax repayment is calculated as follows: 


Tax 
deducted 
Lo £ sd £ sd 
Dividends in i^ 820 417 IS o 
Building society interest 
received Se as dà 
Less: Ground-rent .. 5 
ee ME 
827 
Less: Margin .. 27 
, 8oo 
Less: Building society 
interest in excess 
of ground-rent .. A 
793 
Age relief (2/oths of £800) :78 
Personal allowance .. 140 
(oc 38 
£475 
Chargeable: 
£360atreduced rates .. 84 0 o 
ÁLirsat 7s od 44 II 3 
Add: 11[20ths of £27 I4 17 0 
143 3 3 
Repayable Á174 5 9 


Note: The tax deducted from the ground-rent should not 
be inserted in the ‘tax deducted’ column if the ground- 
rent is covered by the building society interest received. 
If it were not so covered the tax on the ground-rent 
would be extended and deducted from the tax on the 

~ other income. It will also be noted that only the buiding 
society interest in excess of the annual charge is deducted 
from the round £800. 


Mortgage Interest 


Persons paying interest to a building society do not 
deduct income tax when making the payment. l'hey 
are therefore entitled to set off such interest against 
their total income in the same way as bank interest. 
Normally the building society interest is deducted from 
the net annual value of the property, but if relief 
cannot be given in this way, or to the extent that the 
interest exceeds the net annual value, it will be set 
against other income. 

Mastration (3) 


During 1962-63 C. receives a salary of £1,000. 
He owns the house in which he lives, the net znnual 


(nt 
————— 


800 


value being Zoo C. paid £40 building society 
interest during the year ended April sth, 19635, and. 
submitted a maintenance claim under which relief 
was agreed for 1962-63 on £,5o. C. is married with 
no children. 

"The computation for 1962-63 is as follows: 
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Although building society interest received is not 
chargeable to income tax there must be included in 
total income for surtax purposes the gross equivalent 
of such interest. 


Illustration (4) 





£ £ Áá sd 
Salary es SR 1,000 
N.A.V. ofhouse .. 60 
Less: Maintenance relief 50 
— 10 
1,010 
Less: Building society in- 
terest paid 40 
970 
Less: E.I.R. on £970 216 
P.A. - 240 
—— 456 
$14 
Chargeable at reduced rates 360 84 0 o 
Chargeable at standard rate £154 59 13 6 
'Tax payable £143 13 6 


D., a married man without children, receives in 
1962-63 taxed dividends of £2,500 (gross) and £49 
interest on his shares in a building society. He owns 
the house in which he lives (N.A.V. £120) and 
during 1962-63 paid mortgage interest of £40 to a 
building society. 

'The surtax assessment for 1962-63 is calculated 
as follows: 


Taxed dividends 2s 
Building society interest received grossed | at 

7s 9d (£49 X 80/49ths) . 8o 

2,580 

Less: Building SCH interest paid .. 40 


Total income for surtax vx 2,540 
Less: Personal allowance (240 — £1 40) 


Surtax assessment 








Solution to ‘A Thought for Christmas’ 


The quotation from Sir Walter 21. Danegeld. 51. Lycanthropy. 
Scott is — 22. Ice Hockey. 52. p b ird 
i i 23. Samian. . Emmet, Robert. 
Heap on morewoodl-thewind 24° Cecilia. Soa. 
is chi LN "S 25. Hydrogen. 55. Lammas. 
But let it whistle as it will, 26. Ich Dien. 56. Ps Rudyard. 
We'll keep our Christmas merry 27. Lee. 57: 
still.’ 28. Leeds. 58. Eddy, Mary Baker. 
— and the answers to the questions er SE d Abus 
on earlier pages of this issue are: qi. ee 6x. UMP. 
x. Hydropathy. 32. Legato. 62. Rum. 
2. Esther. 33. Eos. 63. Clea. 
3. Acacia. 34. Tartarin. 64. Hampton Court. 
4. Parr, Katherine. 35. Incunabula, 65. Rathaus. 
5. Occultation. a5 E 66. Immortelles. 
6. Nougat. 37. Weber. 67. Sheraton, Thomas. 
7. Middleton, Sir Hugh. 38. Honourable Artillery 68. ‘Toothless. 
8. Octavia. Company. 69. Maine. 
9. Raffles, Sir Thomas Stamford. ^ 39. Illyria. 70. Adam, Robert. 
10. Ecology. 40. Shannon. 71. Snipe. 
It. Walter, John. 41. Turmeric. 72. MN. 
12. Osservatore Romano. 42. Lewis-with Harris. 73. Entre-Deux-Mers. 
13. Orwell, George. 43. Eumenides. 74. Reredos. 
14. Dionysus. 44. Alpes-Maritimes. 75. Rochdale. 
I5. lees. 45. Shibboleth. 76. Yeast. 
16. Hunt, Holman. 46. Iser. 77. Sagittarius. . 
17. Empiricism. 47. Tonga Islands. 78. ‘Trincomalee. 
18. Ward, Sir Leslie. 49. William II. 79. Inca. 
19. Ibafiez, Vicente Blasco. 49. Ichor. 80. Lateen. 
20. Niger. po. Logistics. 81. Lateran Church of St John. 
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Improved Reports fot Management 


IGHER productivity in the office and relief to 
management through more timely and effective 
reporting are the two major objectives sought by 
Vauxhall Motors Ltd, through the establishment of 
a centralized data processing service. mM 
Since 1958 the company has developed this service 
with punched-card accounting to a stage where multiple 
computers and data.communication links are providing 
management with financial, production, and marketing 
control reports. Plans for a centralized data processing 
service following a general programme of expansion 
some seven years ago. 


Studying the Problem. . `. 


When capital investment in both production plant and 
office equipment was reviewed, it was appreciated that 
the potential cost for new punched-card electronic. 
accounting machines, litho copiers, etc., was likely to 
be high. 'T'herefore, before-equipping individual offices 
with relatively expensive equipment, a team was set 
up by'the company's Office Methods Engineering 
Group which produced a detailed analysis to show 
what work the company was trying to obtain from its 
offices, and how it could best be achieved. 

The outcome of this study was the adoption of a 
policy of centralized control for office methods in 
general. But for data processing in particular, the 
company approved a long-term plan that involved the 
development of a large-scale electronic accounting 
machine service that would eventually be superseded 
by computers. Initially, there was little definition of 
the work to be processed and immediate efforts were 
devoted to reorganizing office mechanization and 
raising productivity by a direct iricrease in machine 
throughput. At this stage, I.B.M. equipment was 
adopted. 

In 1958 the company's electronic accounting machine 
installation included eigbt 421 tabulators and two 604 
electronic calculators for handling routine accountancy 
work. Concurrently with this operation, the company's 
data processing needs were examined in tbe light of 
the latest computer techniques to pave the way for the 
establishment of the centralized service. By 1960 the 
punched-card machines were prepared for three-shift 
working. Also, by this time, a definition had been 
reached for the type of computer control scheme suit- 
able to the company's requirements. ' 


Three-year Plan 


The first computer installation in 1961 — an I.B.M. 
1401 magnetic tape file backed system — had the dual 
purpose of raising the capacity of the data processing 
centre and simultaneously providing an experimental 
unit for establishing the validity of computer techniques 
devised for management control. Work on this instal- 
lation provided the basis for specifying a current three- 
year plan aimed at giving management speedy report- 
ing. 'l'oday the company has four computers with large 


scale magnetic storage files. One uses two random access 
disc files, and another both magnetic tape and random 
access processing. The first data communications links 
have also been introduced. Within the next year it is 
planned to double computing power with the addition 
of two large and one smaller machines. 


Improved Management Reports 


The objectives of the computer centre are based on 
essentially practical criteria. These are to increase data 
processing operation performance with the transfer 
from conventional machines, and to provide a new 
standard in the quality of management reports. 

To achieve quality control in management reporting 
every document used throughout the company is 
examined for usage and effectiveness to determine how 


.fast a centralized data processing system must react 


to give relief to management; for during any twenty- 
four hour period many thousands of data transactions 
take place. Materials are received and inspected; in- 
voices are handled and paid; production schedules are 
prepared; material supplies are chased; and products 
are sold by dealers. 

As far.as a speedy management reporting system is 
concerned, the response time for a punched-card 
installation is too slow to provide effective relief. 
From thé various data collection and processing 
techniques employed by Vauxhall four different types 
of report are generated. These are being labelled appli- 
cation; historical; forecasting; and exception. 


Communicating Information 


A detailed analysis of company activity was designed 
to show the total number of input types feeding into 
the data processing system; the volume of data in- 
volved; the information content; and geographical 
location in input types. By comparing this survey with 
the reporting structure of the organization, it is possible 
to pin-point areas that will benefit from the adoption 
of data communications links. In the case of exception 
reporting, the communication of information about a 
critical state is to be made to a point of control. This 
is not necessarily the outstation where relevant data was 
initially collected. The company have, and are still 
finding, great difficulty in determining criteria for 
exception reporting. ; 

It is interesting to note that there are 2,500 data 
transactions a day — from plants between seven and 
150 miles away from the data processing centre — 
concerning tool inventory. À tools master file contains 
40,000 part numbers. Once processed, this information 
is distributed for ordering control, financial control, 
and inventory control, and teleprocessing enables an 
inquiry facility to be incorporated so that the three 
plants involved (at present only the Luton plant is on 
line) may interrogate the computer centre to establish 
stock positions, availability, etc. 
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Notes and Notices . > 


. PROFESSIONAL NOTICES 


Messrs ARMSTRONG, ROUTLEDGE & Co, Chartered 
Accountants, of 57 English Street, Carlisle, Messrs 
James Watson & Son, of Lloyds Bank Chambers, 
Carlisle, and Messrs MILBURN & Dawson; of Lloyds 
Bank Chambers, Penrith, announce that they have 
admitted Mr JAMES WILLIAMSON, A.C.A., as a partner 
of the firms, from December rst, 1963. 


Messrs Backer, WINTER & Co, Accountants, of 
229A Shaftesbury Avenue, London WOC2, announce 
that Mr B. J. ABLESON, A.C.A., has joined them as a 
partner as from December rst, 1963, and that Mr J. D. 
BERMAN, A.C.A., will resign from the SSES on 
December 31st, 1963. 


Mr H. J. BALLS, F.C.A., A.A.C.C.A., announces that 
as from November 3oth, 1963, he is ‘practising under 
the name of FRuIN, WARNER & Co, at The White 
House, Balkernes Lane, Colchester, Essex. 


Mn E. W. DALE, A.A.C.C.A., announces that he’ is 
entering into partnership with Mr A. E. Laxton, 
F.B.A.A., F.LA.C., with effect from January Ist, 1964. 
The style of the firm will be Laxton, DALE Sr Co, and 
the address of the practice, 3 Cecil Square, Margate. 


Mr G. E. DAVIES, F.A.C.C.A., announces that he is 
entering into partnership with Mr C. G. Horwoonp, 
A.C.A., and on January ist, 1964, the firm will com- 
mence public practice under the style of Davies & 
Horwoop, at 49 Northbrook Street, Newbury. 
Telephone: Newbury 3230. 


» Messrs SaMuEL Dean & Co, Accountants, of 
2 The Quadrant, Coventry, and Messrs Barrow, 
RATLEDGE & Co, Accountants, of 4 The Quadrant, 
Coventry, announce that as from December tst, 1963, 
they are practising under the title of PARKINSON & 
PARTNERS, Accountants, from 2 "The Quadrant, 
Coventry. The partners of the new firm will be 
Messrs F. H. PARKINSON, F.C.A., GORDON P. BARROW, 
M. R. RATLEDGE, A.C.A., and JAMES Cox. 


Mr M. FELTON, D.F.C., F.c.A., of x5 Half Moon 
Street, Piccadilly, London Wi, 
from December 23rd his address will be 112 Wembley 
Park Drive, Wembley, Middlesex. 


Messrs A. F. FERGUSON & Co, Chartered Accountants, 
of Karachi, Lahore, Dacca, Chittagong and Rawalpindi, 
Pakistan, announce that as from November 1st, 1963, 
they have admitted into the partnership Mr SAN 
Eu A.C.A., who was BEES an assistant in the 

rm 


Messrs C. HAINES Warrs & Co, Certified Account- 
ants, announce that with effect from December 23rd, 
1963, their address will be changed to 2 The Grove, 


announces that as 


. Slough, Bucks, and with effect from January rst, 1964, 


Mr P. J. EMERTON, A.C.A., will be admitted into 
partnership and the name of the firm will be changed 
to Harnes Warrs & Co. 


. Messrs  HanMoop-BaNNER, CASH, STONE & 
MouNsEY and Messrs Muere, SNELLING, BARNES & 
Co announce that they have amalgamated their 
Nigeria and Ghana practices with effect from January 
Ist, 1964, under the firm name of HARMoop-BANNER, 
MipcGLEY, SNELLING, Barnes & Co, Nigeria, and 
HARMOOD-BANNER,’ MIpGLEY, SNELLING, BARNES & 
Co, Ghana, respectively. The partners in the Nigeria 
firm will be E. J. NEWMAN, F.C.A., A. J. IRELAND, 
A.C.A., H. A. SNELLING, F.C.A., C. G. BROWN, F.C.A., 
R.- L. GETHIN-JONES, A.C.A. The partners in the 
Ghana firm will be J. D. BARNES M.A., A.C.A., G. S. 
BRUNNING, F.C.A4, E. J. NEWMAN, F.CA, K. H. 
MIDGLEY, A.C.A., C. G. BROWN, F.C.A. 


Messrs LANGTON & MacCowNaL, Chartered Ac- 
countants, of 7 Rumford Street, Liverpool 2, announce 
that they have acquired the practice of Mes&rs EDWARD 
S. GOULDING & Co, following the death of Mr H. E. 
SMITH, F.C.A., the sole proprietor. 


Messrs MANN Jupp Gorpon & Co, Chartered 
Accountants, Glasgow, intimate that Mr 'T'. S. WILSON 
is retiring from the partnership on December 31st, 
1963, to take up a full-time appointment as joint 
managing director of SHANKS & McEwan Lon, civil 
engineering contractors, Glasgow and Corby, of which 
company he has been a director for several years. 

Messrs Merson, MaktiNsON & Co, announce that 

with effect from January rst, 1964, Mr M. WALSH, 
A.A.C.C.A., and Mr P. G. GODFREY, A.C.A., A.C.W.A., will 
become partners in the firm. The name, address and 
style of the firm will remain unchanged. 
. Messrs C. A Prrrs & Co, Certified Accountants, 
announce that their address is now 460 Holloway Road, 
(Nags Head Corner) London N7. Telephone: Arch- 
way 7625. 





The partners of Messrs MERRETT, SON & STREET, 
Chartered Accountants, London EC2, gave a reception 
at the Hall of the Worshipful Company of Painters and 
Stainers on December 6th to mark the occasion of the 
seventy-fifth anniversary of the firm. 


Appointments 


Mr Donald Conway Davis, A.C.A., has been ap- 
pointed group accountant of 'T'inlings of Liverpool. 

Mr L. Hardy, F.A.C.C.A., operations manager of Lever 
Brothers & Associates (Unilever) Ltd, has been ap- 
pointed sales director of the company. 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


MOTOR UNION 


INSURANCE 
COMPANY 


ROYAL EXCHANGE, LONDON EC3 
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Mr Eric Jones, a.a.c.c.ac has been appointed 
difector of administration .of-David Brown Engranajes 
S.A., Madrid. ` l SCH 

Mr H. Kirton, T.D., D;L., F.C.A., comptroller of Procter 
& Gamble Ltd, has been appointed to the board of the 
company, with effect from December 1st, 1963, with 
the title of comptroller and financial director. eu 
Mr William Macfarlane Gray, 0.B.E.; O.STJ., 
F.A.C.C.A., J.P., has been reappointed a part-time 
member of the South of Scotland Electricity Board for 
a further period until December 31st, 1966. ` 

Mr John Melbourne. Howard, M.P., F.C.A., who 
joined the Board of John Gardner (London) Ltd in 
February 1963, is to be appointed chairman of the 
Company as from January 1st, 1964. 

Mr T. Ford Millar, c.a., has been appointed a 
director of George Newnes Ltd. He will continue as 
Group Chief Accountant. TE 

Mr H. P. Smart, A.A.C.C.A., F.C. W.A., who joined India 
Tyres Ltd in 1962 as company accourttant, has been 
appointed company secretary. 

Mr C. W. Tait, A.A.C.C.A., managing director of 
Henry Moat & Son Ltd, has been co-opted to the 
Council of the Chartered Institute of Secretaries. 


Mr H. Whitaker, A.S.A.A., A.LM.T.A., formerly 
Deputy Borough ‘Treasurer, Finchley, has been 
appointed manager of British Railways Centralized 
Accounting Services. ' 

IN PARLIAMENT 

E Income Tax 

Mr Watt asked the Secretary of State for Common- 
wealth Relations what representations have been made 
to the Ghana Government about the recent increase 
in Ghana income tax whereby 7s in the £ sterling of 
pension payable to pensioners living outside Ghana. is 
being deducted; and whether he is aware of the grave 
effect this will have’on widows and other pensioners. 

Mr Titngy: My right hon. friend is aware of the 
grave effect that this increased tax is likely to have on 
Ghana Government pensioners who have retired to live 
outside that country. Representations have been made 
to the Ghana Government and we await their reply. 

Hansard, Dec. 11th, 1963. Written Answers, col. 96. 


CONTRACTING-OUT: CHANGES IN LEVEL 
OF PENSION 


The Ministry of Pensions and National Insurance has 
announced that employers contracted out of the State 
graduated pension scheme have until January 6th 
next to make any adjustments to their schemes needed 
to ensure that employees contracted-out are guaranteed 
a pension at least at the level of an employee earning 










SYNOPSIS OF THE FINANCE ACT 1963 
Extra copies of the supplement included with 
THE ACCOUNTANT of November 23rd are 
available price xs each or ros per dozen, post 
free, from GEE & CO (PUBLISHERS) LTD, 
151 STRAND, LONDON WC23. 
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£i8 a week under the State graduated: scheme. | 

Those who do not make the necessary amendments 
by that date-and whose schemes do not guarantee a 
pension at the minimum level necessary, will be liable 
to have their certificates of non-participation cancelled. 
Before cancelling-any certificate the Registrar of non- 
participating employments will send a notice to the 
employer calling on him to show cause why it should 
not be cancelled. 

If any employer has decided that he wishes to 
surrender his certificate voluntarily, or wishes to have 
its terms varied to'exclude from. contracting-out any 
group of employees at-present covered by the certifi- 
cate, he must give a month’s notice to the employees, 
and to the trustees or insurers of the pension scheme, 
and then inform the Registrar. 


THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


A meeting of the Executive Committee of the Char- 
tered Accountants’ Benevolent Association was held 
recently. The chair was taken by Sir William 
Carrington, F.c.A., President of the Association, and 
ten members were present. 


The late Miss Ethel Watts 
The news of the death on the previous day of Miss 
Ethel Watts, who had played an active part in the 
work of the Committee since 1953, was received with 
the greatest regret. 


Applications for Assistance 
Seven new applications for assistance were considered. 
In one case a donation and in five cases grants were 
made; the seventh application was refused. 
One of the new cases concerned a member, married 


with two children, who owing to a severe illness was in 


hospital and was not expected to be fit for work for 
another six months. A temporary grant was made. 

‘Twenty-nine applications for further assistance were 
considered; in twenty-five cases the grant was renewed; 
in two cases the grant was increased; in one case the 
grant was decreased and in one case no further 
assistarice was considered necessary. 


g Matters Reported 
Thirteen cases were reported where changes in 
circumstances had occurred and grants were adjusted 
or donations made where appropriate. 
The deaths of three beneficiaries were reported; in 
one case assistance had been given since 1938. 


Christmas Gifts 
It was decided to send small Christmas donations to 
beneficiaries who are resident in Homes and food 
hampers to the others. 


THE ASSOCIATION OF CERTIFIED AND 
CORPORATE ACCOUNTANTS 


Scale of Professional Fees 


In January 1963 a questionnaire on professional 
charges was circulated to all practising members of 
The Association of Certified and Corporate Account- 
ants. This was done on the initiative of a special 
committee appointed by the Council some two months 
earlier to explore the practicability of publishing a 
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recommended scale of minimum professional fees for 
certified accountants. 

For the last eight months the committee has been 
considering a variety of statistical material derived 
from the answers to the questionnaire and now 
reports that the investigations have been completed 
and that its recommendations will be submitted to the 
Council at its next meeting on January 15th. 


PRODUCTIVITY CONFERENCE PAPERS 


The full text of Mr Lawrence Robson’s paper, 
abridged in this issue, together with the other papers 
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presented at the National Productivity Conference at 
Eastbourne in November, is available from the 
offices of the British Productivity Council. 

The papers are grouped in five volumes, viz., 
educational and training; research and development; 
production (including Mr Robson's); marketing; retail 
distribution. A sixth volume, to be published in the 
new year, will contain the proceedings of the plenary 
sessions. The volumes are sold separately, price one 


.guinea each, or five guineas for the six volumes when 


complete. 
The address of the British Productivity Council is 
Vintry House, Queen Street Place, London EC4. 





CHRISTMAS CROSSWORD. 


Compiled by Kenneth Trickett, F.C.A. 
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- CLUES ACROSS 


. Small fraction that occurs eleven times a year (9). 
Public officer who certifies deeds etc., put back on a 
broken tray (6). 
10. A gift, about one penny, for the chairman (9). 
11. Proprietary, apt to be distributed about ten (6). 
I2. ‘Taking possession, as recorded (5). 





^ 


13. On a mortgagor's equity of redemption, this encum- 
brance is void (4). 

14. Minimum balance of petty cash to start a company (s). 

18. Give more than what is due concerning wages (7). 

19. Look at three more letters in an official newspaper (7). 

23. Mineral on credit for one hundred lacs (5). 

24. A wrong to right, in short (4). 

25. Norwegian money supplied somehow at the extremities 
of New York (5). 

28. Temporary monopoly of grain in East Yorks (6). . 

29. Underwriter’s business run since a disorder (9). 

30. Solicitor who turns back among the grey walls (6). 

31 & 15 down. Large-scale selling of entire things with the 
drink business (9, 5). 


CLUES DOWN 


1. Prices not altered for a Treasury official (9). 
2. Paper-seller who appoints someone to an office (9). 
3. Post free of expense, open (5). 
5. Heir who gets himself confused over.the rising cor- 
ruption (7). 
6. Affecting yield, it is taken by 17 (4). 
7. Requisition of tinned hash (6). 
8. Holding of property provided by a number on a 
Yorkshire river (6). 
I4. Coin homonymous with 3 (5). 
I5. See 31. 
16. Legal agents muddled as to 12 (9). 
17. Speculators take five rupees without a form of 8 (9). 
20. §90010001100150, where one’s home is (7). 
21. Subordinate division of British stock-farm (6). 
22. Declare void with article put in yearly (6). 
26. Do the addition and add a pound to get the Series 
amount (5). 
27. Change ownership, as in the addition to a letter (4). 


-The solution will be published in next week's issue. 
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: The Year in Retrospect 


NE of the criticisms frequently levelled against the practis 

of preparing financial accounts every twelve months is tka 

the period of time which has elapsed since the last reckon: 

ing is not long enough to reflect adequately the rate of growth o 

the organization so measured. Some companies counter this Dy 

publishing tables of profits and assets and liabilities stretchinj 

back over a decade so that the composition of the more importan 

figures in the latest published profit and loss account and balanci 
sheet may be ascertained, at least within limits. 

This analytical method of presenting facts TM 'also bee: 


carried out with some success by certain historians, but it woak 


be a brave chronicler who would attempt to make any assessmen 
of the development of accountancy simply by superimposing 
events one upon the other over the years or even try to draw con: 
clusions from tabulating the membership and other statistics of the 
various bodies which comprise the profession. The best he car. dx 
is to set down the events of note each year and let the reader form 
his own conclusions. 

The main reason why the evolution of accountancy cannoz be 
gauged in anything like a quantitative fashion is that very little is 
known about the economics of the profession. One may surmise 
that some of the largest City firms are probably ‘passing rich 
while, at the other end of the scale, a much larger number of small, 
struggling, provincial firms are poor. Within the last year, how- 
ever — and this is certainly an event for the record — the Counci. 
of The Institute of Chartered Accountants in England ana Wales 
sent out (in March) a comprehensive questionnaire to all practising 
members of the. Institute inviting them to co-operate in supp.ying 
anonymously information regarding current levels of fees, charg- 
ing rates and the remuneration of partners and staff.. The replies 
were to be received and co-ordinated by The Economist Intelligence 
Unit and the long-term consequencés of the inquiry shou-d be 
worth the effort made by individual members and firms to supply 
the necessary data. 

When the Council of the English Institute inauguratec this 
exercise it no doubt sought to ensure that every properly-trained 
accountant should be free to earn his living by his specialized skill 
without fear of unqualified competition. During the year, two 
other examples of how the livelihood of accountants may be 
endangered by unfair discrimination received considerable pro- 
minence. The first of these ‘broke’ in April when, in a letter to 
The Times, the PRESIDENT of the English Institute made it publicly 
known that he, together.with the Presidents of the Scottish and 
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Irish Institutes and Tue PRESIDENT: OF THE 
ASSOCIATION OF CERTIFIED- AND CORPORATE 


ACCOUNTANTS ‘had protested in person to the 


MINISTER OF HOUSING AND LOCAL GOVERNMENT 
against the clause in the London Government Bill 
which proposed that district auditors would 
have to be compulsorily preferred to professional 
auditors by the councils of the new boroughs. 

The point of the protest at this stage was that 
the MINISTER appeared to have based his decision 
on a desire for uniformity rather than on the 
respective merits of the two types of audit. After 
a lengthy correspondence, the PRESIDENT in a 
second letter to The Times made it clear that he and 

‘his colleagues did not accept the view expressed 
by some correspondents that a professional audit 
was less independent than a district audit but, 
in the end, the clause of the Bill was not altered. 

The second and even more important example 
of the occupational hazards of auditing happened, 
or rather began, in June when the board of The 
City of London Real Property Co Ltd set down 
a resolution to appoint new auditors at the com- 
pany’s approaching annual general meeting 
because when, the directors alleged, ‘the all 
important mutual confidence between the board 
of the company and its auditors no longer exists, 
a change is in the opinion of the board in the 
interests of the stockholders’. This opinion was 
roundly condemned by the Council of the English 
Institute, the influential Association of Invest- 
ment Trusts and, unanimously, by the writers 

. of the financial Press. From many quarters it was 
urged upon the directors concerned that the 
auditors were answerable not to them but to the 
shareholders. In the end good sense prevailed 
and the motion was withdrawn; only the nagging 
thought as to what sometimes happens in obscure, 
unpublicized instances when ethics can only be 
upheld at the expense of the auditor's basic 
economics, remains. 

The dust has not yet settled after the flurry 
caused by the Robbins Report on higher education, 
published last month. The aim is to increase the 
present number of full-time students from 216,000 
to 560,000 over the next eighteen years. Doubts 


have been expressed both as to the ability to . 


provide the facilities to cope with this intake and 
as to the availability of sufficient bright young 
people. One critic said that teachers and tutors 
were already concerned not with the problem of 
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untapped talent but with that of ‘tapped untalent’. 
As far as the accountancy profession is concerned 
the implications are clear. If it is to obtain its full . 
quota of recruits it must raise its own sights so 
that, as a contributor to these columns said, those 
attracted to it are not merely university entrance 
rejects relegated to what is regarded by some 
headmasters as an ‘OQ’ level profession. . 

Early in the year, The Association of Certified 
and Corporate Accountants published another 
booklet on electronic data processing which rounds 
off the projected series of four. The aspect of the 
subject on this occasion was the handling of 
problems which arise after a computer has been 
installed. In June, the same body produced a 
short treatise on management accounting for the 
small business followed, about two months ago, 
by an exemplary guide to the complicated 
provisions of the 1963 Finance Act dealing with 
the taxation. of income from property. 

Two outstanding professional events of the 
year were the seventy-fifth anniversary celebra- 
tions of The Institute of Chartered Accountants 
in Ireland in Dublin in June, and the first 


-full-scale European Congress of Accountants 


in Edinburgh in September, organized by the 
Scottish Institute. If the latter did not make 
any striking contribution to the technical 
development of the profession, it certainly — 
brought about a richer and deeper feeling of 
friendship among its widely representative parti- 
cipants. It is clear that the future of the account- 
ancy profession rests, on the one hand, on the 
constant improvement of techniques and, on the 
other, on a closer understanding among those 
who apply. them. It is equally clear that the two 
aspirations are interdependent. In a leading 
article on the Congress we pointed out that 
technically the way ahead lay in reciprocity — 
which involves the harmonization of European 
standards of accounting and auditing not only 
between the accounting bodies themselves, but 
also in relation to the wider spheres of the 
business and social communities; research on a ` 
broad cultural scale; and reporting on a global : 
basis. These ideals, in turn, can only be achieved 
if every accountant in every group pursuing them 
himself possesses the three basic qualities simply 
and effectively defined by THE PRESIDENT OF 
THE CONGRESS in his closing address as independ- 
ence, initiative and integrity. 
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The Eighty Per Cent Law 


by E. J. BROSTER 


HE so-called ‘80 per cent law" states 

| that when the scale of production of a 

commodity at a factory doubles, the 
labour cost per unit of output falls to 80 per cent. 
The law is purely empirical; at any rate, I can 
see no theoretical or a priori grounds in its support. 
To the best of my knowledge it was first pro- 
pounded in 1936 by T. P. Wright of. America,! 
in reference to the United States aircraft industry; 
and a statistical investigation was carried out in 
the United Kingdom Ministry of Aircraft 
Production in 1945 to find what law, if any, 
applied to the United Kingdom. aircraft industry, 
At the end of the war, it was particularly import- 
ant that the Ministry should be able to calculate 
with a reasonable degree of accuracy the extent 
to which manpower. would be released as a 
result of the winding down of the military aircraft 
programme. . 

A fairly detailed report of the methods used 
and the results of the U.K. investigation has been 
published elsewhere.* The methods were those 
of multiple correlation analysis and we need not 
go into them here. Since the concept may have a 
wide application in the economy, I think the way 
the work was tackled and the results will be of 
interest to accountants and industrial economists 
generally. 


The Production Function 


The law applies to a single type of goods at a 
single factory and it takes account of changes in 
plant capacity. In. my experience, the marginal 
cost including marginal labour is a constant for 
the range of rates of output within a given capacity 
of plant; but the 80 per cent law indicates that it 
falls as the rate of output increases, and rises as it 
decreases. It does not seem sensible to infer that 
this curvilinearity can be due to changes in 
capacity of the plant, as the law applies to changes 
in the rate of output both upward and downward. 

However, at M.A.P. we had a large amount of 
statistical data relating to individual factories; 
and we tested for curvilinearity of labour as a 
function of output by the method of cross- 
! I now understand that further studies in U.S.A. show that 
Wright’s figure of 80 per cent is inaccurate, so that our 
arriving at a similar figure for the United Kingdom air- 
craft industry was a pure coincidence. 


3 E, J. Broster, ‘Productivity in the Wartime. Aircraft 
Industry’, Aircraft Engineering, June 1957. 


The author was in charge of the investigation, 





the results of which are outlined in this article. 


classification, which is one of the methods of 
correlation analysis. And we discovered that 
the shape of the-curve conformed to that required 
by the form of the 80 per cent law. 
The linear production function would . be 
expressed in.the equation: | 
P—aF--K: |... .. (1) 
where P is the output in unit time, P the labour 
employed, and K a constant. In fact, it proved to 
be of the form: | 
P == KF” SR Se (2) 


But in correlation analysis, it is necessary for 


reasonably accurate results to introduce into the 


basic equation all known significant measurable 


factors, or as many as possible. 

T. P. Wright also propounded a structure- 
weight law of 2/3, so that F, —K,W?? where Fy 
is the labour force per unit of output, that is, 
per aircraft; W the weight of a unit of output, 
that is, the airframe; and K, is a constant. A 
large aircraft would thus be cheaper in manpower 


‘to build per ton than a small aircraft. This law, 


however, was not an empirical one: Wright based 
it on the assumption that labour and weight bear 
the same relationship one to the other as the 
surface area of a cube bears to its weight. Although 
this law as stated was quite unacceptable, there 
was probably something to be said for the theory 
behind it, and we embodied W in our basic 
stochastic equation. We also examined other 
possible factors, and finally arrived at the follow- 
ing form of production function: 

00  P=aKF Wk .. .. OI 
in hich P is the output per factory in terms of 
structure weight, F the labour force in numbers 
per factory, W the average weight per zirframe, 
T the average number of types produced per 
factory, and E past experience at the factory on a 
type of aircraft in terms of the total number made 


-of the type at the factory in the past. 


The Labour Function 
Equation (3) expressed as a function of F 
becomes :° 
* See Mordecai Ezekiel, The Methods of Correlation nalis 
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F= KHapilsmz -bla po-cla pala T ( 4) 
. From this we derived three laws: the factory- 
scale-of-production law, the structure weight law, 
and the cumulative-production law, which states 
that when the cumulative production has doubled, 
the labour required per ton of airframe falls to 
X per cent. 
Holding all other factors constant in each case 
we then have: 
Scale of Production Law 
From equation (4), we have 
F-K,P^ ^. .. DI 
Let Y represent the percentage law, 
Then when P is doubled: 
2YF[100—K,2Mspla ,, 
Dividing (ii) by (i), we have: 
Y/so=2'/* 
^Y —gox2l/^ 
Structure-weight Law | 


Let F; be the labour force per aircraft, and y the 
structure weight rule, then we have as we have seen: 


F =K W 
From equation (4), we have: 
1/8 yy7-b[a 
F-P"W'"EK, 
so that, where N is the number of aircraft produced: 
F =F|N=FW/P=P pK, 
which, with P held constant may be written: 
1-(bja) 
F =K, deeg 


y=1~ (b/a) 
Cumulative-production Law 
From equation (4), we have: 
PosK EF .. bs (iii) 
Let X be the percentage law, then when E is 
doubled: 
XFjroo=K 2 "^ E9^  .. (iv) 
Dividing (iv) by (iii), we have: 
X/100—2 2^ 
JXm100x 272^ 
Thus, once we had assessed the values of a, 
b and q, we could translate our results into these 
readily understandable ‘laws’ without difficulty. 


(ii) 


so that: 


Actual Results 


A large number of analyses were carried out, 
applying different methods to the basic data 
collated in different ways. The results varied 
somewhat as was to be expected. For a, the 
calculated values were surprisingly constant 
ranging from 1:359 to 1°643, the most accurate 
being taken as the average of 1-408 amid 1-451. 
For b, the range was much greater, being from 
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—0'145 to 2:593, with the average of o:132 and 
O:I154 as the most accurate. The range for g was 
from —0°539 to o:810, with the average of 0:474. 
and o:491 as the most accurate. Oddly enough, 
the highest and lowest of the three ranges were all 
derived from the same two analyses, not the best. 
'The scale of production law Y, as we have seen, 
is: y i/a ` 
=50X2 

the accepted calculated value of a is the average 
of 1:408 and 1:451, i.e. 1:430 so that: 


Y — go x ait 
=50 X 1°623 
= 81-2 per cent. 
The values of Y for the two extreme values of a 
in the range, that is, 1-359 and 1:643, are 83°3 
and 76:3 per cent respectively, so that the figure 
of 81:2 per cent can scarcely contain any’ signifi- 
cant error, 

This result is remarkably similar to T. P. 
Wright's figure of 80 per cent for the United 
States aircraft industry. It would be easy to argue 
that there must be some natural law at work in 
the aircraft industries of the two countries to 
account for the similarity ; at the same time, I find 
it difficult to believe that it is just a coincidence 
of the kind that one so often comes across in 
statistical exercises? If there is a natural law, it 
would be interesting to know whether it applies 
to other industries manufacturing large and 
complex items such as cars, commercial vehicles, 
railway locomotives and carriages, and some 
standard types of machinery. 


Two Eighty Per Cent Laws 


When we come to the structure-weight law, 
we part company from T. P. Wright, as one would 
expect. For this, the calculated value for the U.K. 
is 0-90 which is purely empirical, against Wright's 
2/3, which is a theoretical value based on the 
quite unfounded implied assumption that the 
parts of an airframe consist wholly or mainly 
of cubes. As they consist largely of sheet and 
sections, it is to be expected that the effect of 
changes in weight would have less effect on 
labour requirements than Wright’s theoretical 
law indicates, and this is confirmed by the 
empirical law of o:9o. 

The cumulative output law calculated from the 
U.K. statistics is 79:2 per cent. So far as I know, 


1 For the two ‘best’ analyses, the coefficient of multiple 
correlation was +99, which is very good, and the standard 


error of estimate derived from the logarithmic error was: 


+8 per cent, which is moderately good. 
? But see footnote to the first paragraph above. It must have 


been a coincidence. 
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the corresponding figure for the U.S.A. industry 
has never been derived. The close approximation 
of the U.K. figure of 79:2 per cent to the scale-of- 
production law of 81-2 per cent cannot be 
explained. All we can say is that there are two 
80 per cent laws, one the scale-of-production 
law, and the other the cumulative-production 
law. That growing experience in the manufactur- 
ing processes involved in producing complex 
goods should result in increasing labour produc- 
tivity is a theoretically valid expectation. 

This kind of law — that every time the cumula- 
tive output of a commodity is doubled at the 
factory, the labour cost per unit tends to fall to 
about 80 per cent - is one that could very well 
have wide application in manufacturing industry, 
especially where the processes demand skilled 
labour to an appreciable degree. lf this is so, 
then there is need for keeping labour turnover 
at the factory to a minimum; for a high rate of 
turnover would have the effect of diluting the 
experienced labour force, and thus putting a brake 
on rising productivity. From the point. of view 
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of accountants and economists in industry 
generally, perhaps this is the most valuabl= 
conclusion to be drawn from the exercise. 

The scale-of-production law, too, is of practicel 
interest, but its main appeal may be to the 
academic economist concerned with the concept 
of the optimum size of firm. 

Another important lesson to be learnt from the 
investigation is the valuable information that cen 
be extracted from routine statistical material by 
the application of statistical methods. The 
development of the electronic computer and 
automatic data processing has brought correlation 
analysis firmly into the practical field of business. 
The best methods of correlation analysis require 
the solution of simultaneous equations oftzn 
involving large numbers of variates. Standard 
computer programmes have been devised for the 
purpose .of solving simultaneous equations. In 
my experience, nearly all routine business statis- 
tical data conceal valuable secrets which only the 
application of the appropriate statistical tech- 
niques can easily bring to light.. 


The Boy who Forgot his Dinner Money 


A PROBLEM OF AUDITING 
/— by A HEAD TEACHER 


HAVE just asked the attendance officer to 
I call at Alfred’s home, because Alfred has 

been away for the last four days. I am 
looking forward to hearing of the reception he 
gets. I hope he will report it to ‘The powers 
that be’. . 

Alfred is away, simply because of the auditors. 
The auditors came some time ago to go through 
the dinner money accounts. The next thing we 
heard was that dinner money was only to be 
collected on Fridays and that no late payments 
were to be accepted. 

Many of our dinner ‘customers’ have been in 
the habit of paying on Mondays and this money 
has been sent to the Office on the following 
Friday. This is, of course, because the family 
wage packet does not become available till late 
on Friday, dinner-money day. - 

I carefully told the school what the Office had 
said. I did not add that the official reason for 
this ruling was tbat no late payments were to be 


accepted because head teachers had been guilty 
of the unpardonable crime of leaving money on 
the school premises and this money on the 
premises was the alleged reason for various school 
breakings. | 

It is fair to add that on such occasions as our 
school has been broken into no one has missed 
any dinner money. We have our own safe hidey 
holes for late payments. Nor did I add the deputy 
head's comment "Ihey get dafter eve-y day. 
What's going to happen about those charzcters 
who are absent on Fridays? | 

Albert, inevitably, was absent on the first 
Friday the new rule operated. He lives five miles 
away from school and on Monday morning he 
was brought in by his father, one of the bright 
and breezy types, who said: ‘I’ve just taken him 
up to doctor's. He can come in now. He's had 
flu. Heres his dinner money.’ He pu: five 
shillings on the desk. ; 

I told him’ I couldn't accept it. I showed 
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Albert’s dad the official letter which said I 
couldn't accept it. Albert's dad said some rude 
words about the Office. 
` To be helpful I offered to ring the school meals 
department to see if, as a special favour, Albert's 
dinner money could be accepted. I put the case 
forcibly. I explained that Albert had been away 
from school and that he could not go home for 
dinner as he lived five miles away from the school. 

I was told that the rules could not be broken 
and that I could neither let Albert have a dinner 
on credit nor let him pay. No money could be 
accepted until the following Friday. That was 
the rule. Couldn't I read what it said on the 
official circular? 
: Albert’s dad said: ‘I’m going down to that 
Office. And I’m going to see what they say to me. 
They'll take more notice of me than they will 
of you. I'm a parent and I’m a ratepayer.’ 
. Àn hour later Albert's dad returned to school. 
He demanded Albert. He was also. in a very bad 
temper. "They says 'e carn't 'ave no dinner. 
I offered to pay 'em. So I says, if 'e carn't 'ave no 
dinner, then 'e carn't come to school.’ 

I pointed out that Albert would be counted as a 
truant and that Albert's dad would be liable to 
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prosecution, if he did not conie to school. Albert’s 
dad commented: ‘Just let 'em summons me. Ill 


tell that Court what I think of them people at ` 


the Education. No dinner. No school That’s 
what I says.’ E 

So Albert went home. He has not returned to 
school. We know he is around, as he has been 
seen out playing. He was at the big football match 
on Tuesday afternoon, when most of us were 
doing our duty in school and had to be satisfied 
with hearing the roars of the spectators. 

I am expecting this Friday a number of boys 
who stay to dinner will forget their dinner money. 
The ‘bush telegraph’ cannot fail to have spread 
the news that Albert has found a unique method 
of escaping school through the vigilance of the 
auditors. ‘No dinner. No school.’ . 

I wonder what the chief accountant would have 
done if his boy lived five milés from school and 
was told he could not stay for school dinners, 
when he forgot his dinner money. Unfortun- 
ately, however, the chief accountant has no 
children. . . Lue m cog 

One thing remains certain. If I do not flagrantly 
break the rule book, half my school will be 
permanently absent- thanks to the auditors. ` 


_ The Accounting World 
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Computer Scanning of Cheques 


RRANGEMENTS are well in hand to standardize 
cheque forms to meet the requirements of elec- 
tronic computer accounting which is to be introduced 
by the South African Reserve Bank and some of the 
bigger commercial banks in 1964. | 
A pro-forma of the new-style cheque forms was 
recently issued for the guidance of customers. 
Maximum and minimum dtmensions have been laid 
down for the cheque forms of.the future. A clear 


strip of not less than §-inch wide 1s to be left along ` 


the entire length of the bottom edge to accommodate 
the magnetic characters which are to be inserted. 
Bank and branch identification numbers are to 
appear at the top right-hand corner of the form and 
below that is to appear cheque number, date, amount 
in figures, and drawer's signature — in other words, 
all information vital for rapid recording appears in 
the right-hand half of the cheque. ‘The bank's name is 
to be prominently displayed in the upper half of the 
form and details of the drawer's name only in the 
lower half. No form of advertising on cheque fornis 
will be allowed. E 

`. Customers have been asked to desist from the 


D 


hitherto widespread practice of affixing their own 


` receipts on the back of cheques, as the second thick- 


ness of paper will defeat the ‘scanning’ operations of 
the electronic machines. Customers who use their 
own printed cheque forms were warned some twelve 
months or more ago to be careful in ordering fresh 
stocks of cheque books as some of the printed cheques 
now being used are quite unsuitable for computer 
treatment. © .— | 

It is expected that complete standardization of 
cheque forms will be achieved by July 1st, 1964. 


CANADA | ME 
Old-age Security 


FN the course of an address to the Ontario Chaniber 
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of Commerce, reproduced in Canadian Business, Mr 
W. J. Adams, immediate past-president of the 


Chamber and vice-president and secretary of The 


Canada Life Assurance Co, stated that no State 
plan has been broader in concept or move universal 
in coverage than Canada's old-age security programme. 
Whereas in Canada every person after ten years of 


residence is entitled to an unconditional pension at ` 


age 70, millions in the United States are not covered 
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by the contributory, wage-related, Government-run 
pension plan. 
Of the State-run, wage-related pension now pro- 


posed for enactment by.the Federal. Government, 


however, Mr Adams. warned.of the serious - dis- 
advantages. In an employer plan, he pointed out, the 


contributions of employer and employee are invested. 


and the value of the pension is equivalent to the con- 
tributions plus the investment earnings. Under a 
Government plan, on the other hand, the taxes paid 
by employer and employee are almost entirely 
disbursed immediately, to pay current pensions. 'T'he 
savings process is short-circuited. Under a Govern- 
ment plan the taxes must increase each year, and in 
the United States the rate was 2 per cent in 1937 and 
is 91 per cent today. 

Under employer pension plans the accumulating 
funds provide one of the major sources of new capital, 
and Canada cannot afford to give up such an import- 
ant source of capital creation. Mr Adams urged that 
matters such as this should be divorced from the area 
of competitive politics, and decided solely by the best 
scientific and economic advice. 


UNITED STATES 


E.D.P. Systems under Criticism 


A SURVEY of the electronic data processing 
record of twenty-seven companies drawn from 
thirteen different industries by McKinsey &. Co, the 
New Y ork management consultants, is analysed in the 
September Financial Executive (New York) by Mr 
John T. Garrity, a principal of the firm, and Mr John 
P. McNerney, an associate. 

One out of four companies had at some point 
changed the executive responsible for the computer 
effort, usually the financial officer. Although the 
systems studied were at least four years old, two- 
thirds of them have yet to show net savings. The 
key to the difference between the successful ‘users 
and the net losers is in the management. Management 
decisions, leadership and direction were ultimately 
responsible for computer results and in every case, 
say the authors, it is the financial executive who can 
control or strongly influence the relevant factors. ' 

The financial executive must fill a new management 
role. He must fill the communications gap between 
top management and the systems and technical per- 
sonnel. To maximize the return from the computer- 
systems effort, he must persuade top management to 
apply it as broadly as possible throughout the com- 
pany. Merely using it to duplicate an existing. system 
electronically is unlikely to recover the investment. 
The financial executive's best strategy is to single out 
a problem area in which a major return may be made 
most quickly. One actual illustration given is the 
cutting of'inventories by over $2 million and increase 
of manufacturing efficiency by 20 per cent, 

'The conclusion drawn from.the survey is that most 
financial officers have failed to appreciate the challenge 
of computer systems to their traditional ways of 
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management in theit own departments. "The boomt 
is off the rose’ ifi repard tö E.D.P., but the financial 
executive, in meeting the challenge, should assume a 
new position of corporate leadership. 
Corporate Cash Management 

R ALLEN E. REED, vice-president-treasurer 

of Raytheon Company, Lexington, Mass, tells 
in the Fznancial Executive, how his company increased 
cash turnover through better cash planning anc con- 
trol from 28-8 times in 1958 to 52-7 times in 1962. The 
net effect in turnover, based on 1962 volume, he says, 
has been to reduce average requirements and borrow- 
ings by $8-3 million, with interest savings of some 
$$ million gross over the year. 

The company prepares monthly forecasts of cash 
needs for a six-month period, weekly forecasts to 
cover the balance of the current month and the 
following month, and daily forecasts for one week in 
advance. Mr Reed identifies the weekly cash meeting 
as the cornerstone of the whole control plan, for all 
new input, current problems, and past performance 
are analysed in depth, with the effect indicated for 
the future, short or longer terin, and decisions made 
for necessary action. He lays stress on the company's 


very flexible credit agreement with its banks, enabling 


it to borrow within the maximum limit on one day's 
notice. Though the company continually has swings of 
up to $5 million within a few days, the flexible plan 
reduces financing problems to a minimum. 


AUSTRALIA 


Annual Report of Australian Institute 


V 1 of The Institute of Chartered 
ccountants in Australia at June 3oth, 1963, 
numbered 4,548 according to the annual report of 
the Institute's General Council. This is an increase 
of 145 over the preceding year's figure. À summary 
of the total membership shows that there were 2,458 
situated in New South Wales, r,066 in Victoria, 
409 in Queensland, 260 in Western Australia, 259 
in South Australia and ninety-six in Tasmania. 
The report refers to the Committee of Review set 
up by the Council of the Institute in 1960 to inquire 
into the Institute's examination syllabus. One of the 
results of its work is a new syllabus which is to 
become operative with the October 1964 exam- 
inations, The change is designed to benefit future 
final candidates, especially in the subject of accounting. 
The present three four-hour papers on accounting 
will be spread over three separate examinations. No 


.paper in the new syllabus will be of longer duration 


than three hours. 

Also included in the report is a reference to 
the committee set up by the Institute to explore the 
question of public relations and publicity for thé 


Institute and its members with particular emphasis 


on the measures which should be adopted to bring 
to the notice of business organizations and the public 
the work of the Institute and status of its members. . 
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More Thoughts on the Accountant's 
Contribution to Productivity 


by R. B. DEW, M.A., LL.B., F.C.A, M.B.L.M., M.L.W.M. 
Professor in Industrial Administration, Manchester College of Science and Technology 


that accountants are concerned with three 

things — with facts, with educating people, and 
with raising efficiency; and I cannot do better than 
adopt this as the framework on which to hang my 
remarks, However, whilst accepting his order of 
things, I would prefer to consider the second one — 
the education of people - first, because this is a 
general subject which leads naturally into considera- 
tion of some more specific matters. 


Se: WILLIAM MacFADZEAN, c.a., has said 


Educating People 
(a) Awareness 


We must evidently draw some distinction first of all 
between education on internal features and educating 
people on the external facts of life. 

Of course, it is possible for an accountant to take 


the view that it is no part of his job to keep himself 
informed on facts and figures of an external character, 


or which concern an industry as a whole; that it is 
up to management to dig out such information as 
may be relevant from the financial columns of The 
Times, or from the Board of Trade’s statistics. 

_ It may be because we in the United Kingdom have 
not brought home to the management and labour 
sides of industry our national facts and circum- 
stances that there are such distorted impressions 
about the state of this country’s wealth and our 
general ability to pay one another more while working 
less. 

As accountants, are we all absolutely satisfied that 
we are in all cases taking and making sufficient 
interest in these uncomfortable economic facts, and 
in ensuring that there is an adequate awareness of 
them in the organizations with which we are in touch, 
claiming, as we do claim, to have an advisory and 
influential role? 


(b) External figures 


As our sense of proportion may be enhanced, 
perhaps, if we appreciate our circumstances, and a 
sense of proportion in this productivity year is clearly 


The other papers in this series appeared as follows: “The 
Practising Accountant’s Contribution to Productivity’, by 
Christopher Bostock, M.A., F.C.A., November oth issue; 'Pro- 
ductivity and the Industrial Accountant’, by E. Hay Davison, 
F.c.A., November 3oth issue; ‘Practical Problems in Measur- 
ing Productivity’, by K. S. Most, LL.B., F C.A., December 7th 
issue; ‘Capital Investment in Relation to Increased Produc- 
itvity’, by L. W. Robson, F.C.A., F.C. W.A., December21stissue. 


This is the fifth and concluding paper in our 
series on productivity and accounting given 
during National Productivity Year by members 


of the profession. It was presented in Liverpool 
last March under the auspices of the Liverpool 
Society of Chartered Accountants. 





very much called for, let us for a moment look at 
some of these, taking as examples some financial 
figures for the United Kingdom on a comparative 
basis. 

‘Thus, we may remind ourselves that our United 
Kingdom reserves over the past ten years have to all 
intents remained static. They were about one 
thousand million pounds ten years ago: they are 
about that figure now. During the same period, the 
gold and foreign exchange reserve holdings of 
continental Europe have risen from about two 
thousand million to about ten thousand million, 

Further, the currency liabilities of continental 
Europe are negligible. Our United Kingdom liabili- 
ties, however, are three times our reserves: and we 
should remind ourselves that Britain’s reserves 
constitute the central pool of the whole sterling area, a 
limitation which does not apply to these other 
countries, some of whom, including Germany, 
France and Italy, individually have reserves as large 
as or larger than ours. 

This is our situation, compared with the con- 
tinental situation, and you may feel that this is 
perhaps a sombre enough background against which 
to consider the desirability for increases in our 
national productivity, intrinsically or comparatively. 
Assuming that each country’s gross national product 
ten years ago was 100, the United Kingdom now 
stands at 130; while Holland is at 160; France is 
at 170; all the O.E.C.D. countries together are at an 
average of 165; Italy is up to 200; and Western 
Germany is now 225. : 

If we take the volume of the gross national product 
per head of the population on the same basis, the 


United Kingdom has gone from 100 to 120 over the : 


past ten years; all the O.E.C.D. countries together 
have gone from 1oo to 140. TEN 

These examples, you may think, solid stuff for 
trades unions and management, are possibly for 
accountants also; the statistics for particular industries 
within which any firm may be operating may be 
even more significant. 
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"An appreciation of the economic significance of 
the information available can, under some circum- 


. stances, be more valuable than the information 


_ provided by any system of routine costing, and many 


enlightened accountants, thoroughly aware of this, 
bear it well in mind in the advice which they give to 
management. 


(c) Internal information 

When Government depended on a small but relatively 
well-informed electorate, it didn’t really matter very 
much whether the general public understood the 
facts of life, but today it is clear that it may be just as 
important that the facts should be known to the 
employees of an organization as to the management. 
Nevertheless, our researches into this confirm that 
in most organizations the employees as a whole do 
not understand, and do not want to understand, the 
economic or profit and loss account aspects of the 
organizations to which they belong. 

The average United Kingdom employee is deeply 
concerned with two things only: the one, anything 
with which he has an immediate contact-a new 
foreman, a new product, a new machine tool; the 
other is the length of the order book immediately in 
front of his particular section. Beyond this there is 
little understanding, and possibly as a consequence, 
little interest in financial aspects; and this applies to 
shop stewards and to trades union officials, as well as 
in many cases to some levels of management. 

Now profit and loss is the breath of life for us all 
today, and if we regard this process of educating 
people as an importarit responsibility, as Sir William 
MacFadzean suggests, do we think we, as account- 
ants, have any part to play in taking the initiative? ` 

If so, what steps can be taken, and who will intro- 
duce and look after the procedures for supplying 
regularly an adequate volume of information to the 
employees of the business, to enable them to add 
things up for themselves? 

Young men and women, particularly in industry, 
often feel frustrated at their inability to understand 
the financial and economic circumstances of their 
firms; and in consequence they adopt or accept the 
most extraordinary ideas, even to the point that they 
imagine that wages are paid out. of a bag kept under 
the managing director's desk, which is not such an 
exaggeration as some of you may think. ; 

We may feel that such ignorarice is entirely un- 
necessary today. In the university we have taken 
young men -admittedly intelligent ones of about 
20 years of age of university standard — and after four 
lectures, with suitable aids and simple reading matter, 


Ses had them preparing trial balances and profit and loss 


accounts of a fairly complicated character. And after a 
similar period they have been. able to discuss the 
essential structure of different types of costing 
systems, not sufficient of course to turn them into 
technicians, but sufficient to enable them to under- 
stand in general terms what it is all about. 

How much tremendous potential is there. for 
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improved understanding, and what dividends of 
goodwill are there to be reaped by those who play 
an active part in conveying, in a systematic way, the 
means of understanding the essential control mech- 
anism of business to those whose whole lives are 
entirely dependent on the results achieved, is well 
appreciated by those accountants who give their 
personal time to the training of these young men and 
women. , . 

But we must realize that because we think in terms 
of figures, and figures are no doubt as clear to us as, 
say, reading Arabic is to a man who understands 
Arabic, it may. not occur to us that to people who have 
not been trained in figures, they simply may not 
impart, with the same clarity, the information which 
they impart to us. 

‘We must not be too proud to re-examine not only 
the form in which we present our information to 
non-accountants, but even the language in which we 
normally seek to convey it. 

Some of you no doubt, will have read General 
Morgan's Overture to Overlord. He was given a pencil 
and a pad of paper and an attic somewhere in 
London, and told to plar the allied invasion of 
Europe. Starting from these small beginnings he 
built up a staff to enable the invasion to take place, 
and he comments that he had one great advantage: 
he had lived with Americans. And he knew that if 
you gave a paper written in English, containing a set 
of instructions, to.an English general and an identical 
copy to an American general, they would go away 
and do quite different things: because they used the 
same words but in a slightly different sense. 

If this can happen to the English language, how 
much more difficult can it be for those who have not 
been trained to see the implications of figures, to use 
them as a medium of control in the way intended. 

If these figures can be translated into symbols or 
equivalent units; or turned into pictures; or if they 
can be conveyed verbally; or presented in the form of 
of graphs; if they can be put into a particular language 
which the recipient thoroughly understands in 


physice or numerical equivalents, this may be 


infinitely more meaningful and more productive of 
results than a set of financial figures, however nicely 
set out or carefully prepared to describe a particular 
situation. 

This is not entirely irrelevant. We must be careful 
not to adopt the attitude that it is up to the other 
fellow to interpret the language which we use, any 
more chan we can expect a computer to do so, and 
there, may be some little obligation on us to turn our 
information into a language which is meaningful to 
those who can act on it. Moreover, this may be a very 
much more important matter than we always realize. 


.. The Facts 
(a) Misinformation 
The second of'Sir William's headings is concerned 
hen this question of providing a service in terms of 
acts. ET EES 
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— By facts, in this connection, I do not refer to the 


facts as established in the last profit and loss account. 


These ‘are obviously all-important; but factories 
require also control data, giving the weekly or day-to- 
day position of the organization in all its ‘different 
aspects which must necessarily be based on some 
form of comparison; and they need facts about product 
costs, in terms of labour, material and overheads. 

Now it is my experience that companies which have 
costing systems are in some cases as likely to be misled 
by the results produced, as by the ‘guestimating’ in 
which they indulged before they put in such a 
system, and this applies to some of the largest organi- 
zations in the United Kingdom. 

A good deal of the information which is produced 
by a so-called modern costing system can be mis- 
leading, unless the system is under constant surveil- 
lance by people who thoroughly understand the 
financial implications for the system itself of changes, 
for example, in the character, volume or tempo of 
business undertaken. | 

Thus there is a large public company not far from 
Liverpool, with a turnover of several million, which 
manufactures a wide range of products. These 
change from time to time. This company has always 
based its selling prices on its calculated costs — I say 
this advisedly, because selling prices are generally 
determined of course bv the market and not the 
costing system ~and on a certain breakdown of the 
overheads by departments, with predetermined 
departmental overhead rates, charged these out to the 
product on the basis of the direct labour content — a 
fairly conventional form of costing. 

We did a research analysis into this, ascertaining 
how much trouble and how much time was, in fact, 
needed by each of the products as far as the staff of 
each section were concerned, and the result of this 
analysis was to indicate that quite a number of the 
products were in fact running at a loss: while in other 
cases, the price they were trying to obtain was 
higher than the cost justified. 

If this can be the case with a successful large public 
company, one süfficiently far sighted to engage in 
accounting research, how much more may this be so 
in many others, unbeknown? | 


(b) A sense of proportion . 
It is not enough therefore to rely unquestioningly on 
conventional methods of costing, and an assessment 
of the present validity of the control and cost system 
at any one time may prove more important to the 
financial prosperity of the organization than a con- 
firmation of accuracy in the book-keeping. 

On the other hand, there is a firm engaged in heavy 
engineering, also in Lancashire, which has always 
operated on an elementery system of marginal 


costing, and never made any attempt to cost out all . 
its products under the more developed methods 


Sometimes used, which happens also to be one of the 
most successful in its industry in Britain. Such 
examples are entitled to our consideration; it would 


ACCOUNTANT. 


December 28th, 1963 


be misleading to draw deductions, and we need far 
more dispassionate research into the validity of many 
of the theories and practices with which we are 
familiar. l | i 


(c) Interpretation 
Then, is it possible that we sometimes accept figures 
at their face value, without regard to implications 
which further consideration might well convey? 

For example, a stock valuation may make all the 
difference to the stated profit or loss, and there may 
still be some accountants who accept a figure for the 
financial accounts, on a check of the arithmetic, but 
further inquiry may well lead to an appreciation that 
the costs of holding such stock are in fact much greater 
than management realizes; or again, that the intro- 
duction of rational methods of coding the raw material 
may result in substantial reductions in the range of 
material required, and held, and therefore in the 
volume and quantity of money consequentially tied 
up. 

Both these circumstances are commonplace in 
industry. An awareness that this may be the case, 
coupled with an appreciation of the circumstances 
under which an inquiry of this kind is likely to be 
worth while, may have a considerable impact on the 
finances of the company, particularly where the 
material side is very important. 


(d) Control figures 


When we are considering the third main item of costs, 
the labour content, it is clear that we have to be 
informed not only on the mechanics of collecting 
information and of paying wages, whether by means 
of sensimatic machines, or punched cards, or com- 


puters; we should concern ourselves with the control ~ d 


figures which are management e real concern, for 
management is no less concerned with what it is 
paying for labour than with what it should be 
paying. 

'This aspect, of course, may be somewhat nearer to 
the engineering side than to the accounting side, but 
it need not be thought that the setting of a standard 
for labour payment, or for any other purpose, is 
necessarily a matter for the production engineer. 
Clearly, if you can establish work study standards 
which are accurate, particularly if they have been 
drawn up after redeployment and reorganization, 
leading to an establishment of best working conditions 
you may have the best control, and your standards of 
comparison may be reliable. 

But in engineering and in textiles and in industry 


E 
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generally, an accountant, with little knowledge of the ex. 


technique of the business can establish, with the aid 
of the managers and foremen, some common-sense 
standards of output and costs, without any of the 


so-called scientific aids; arid the financial returns to 


management, using such comparisons, may well be of 
much more real use than statements, without such 


‘comparisons. . 
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Routines for Change - 

Standards, in many cases, can be based on a common- 
sense study, but what may happen in practice is a 
major examination taking a long time. Supposing, 
however, that this examination has been made, and 
some reorganization has followed, it is evidently not 
sufficient thereafter occasionally to add a clerk, as the 
business grows, and assume that this is necessarily 
the most economic or efficient way of running the 
department for the next few years. 

It is an advantage, if indeed it is not becoming 
essential, to have some machinery for re-examining 
the purposes and merits of all procedures periodically, 
apart from the routines for processing and recording 
the information as such. 

Thus in another Lancashire firm, which is run, as 
it happens from Switzerland, no department is left 
for more than three years without a fundamental 
review. Objectives, procedures and means of pro- 


_ cessing information are all taken to pieces and put 


together again, and over the past seven or eight years 
they have returned to some departments two or even 
three times; and each time they have managed to 
introduce further improvements. In the case of the 
accounts department, for example, they now claim 
to be operating more effectively with seven people 
than they were some years ago with thirteen members 
of the staff; and they have comparable figures for all 
the other departments. 

When we consider the real impact of Parkinson's 
Law- on the overheads of most businesses, it is clear 
that the establishment of some such machinery 
provides opportunities for improvement which 
otherwise do not exist. e 

The investigators best qualified to cope with 
inquiries of this kind are those who are impartial, 
have considerable moral authority, and can operate 
reasonably independently of the heads of the different 
departments concerned. Of course, it can happen in 
some cases that the one section which requires an 
O. and M. investigation more than any of the others 
is the department run by the accountant. But generally 
it is most difficult for an organization and methods 
man operating on his own, to produce results, because 
he has to maintain good relations with the heads of the 
different departments who called him in. 

It may be worth remembering also that the 
accountant, if he is wise, will first confirm that 
management wants the information he envisages, 
before he associates himself with any system for 
producing it. 


Efficiency 

(a) Attitudes of mind 

The aspect of efficiency which should perhaps be 
stressed móst heavily, however, is the significance of 
the attitude of mind of the accountant who is con- 
cerned with the affairs of the organization. It has been 
well said by a famous judge that the state of a man's 
mind is as much a fact as the state of his digestion. 
If an accountant is reliable, backward looking, 
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‘painstaking, interested in adding up meticulously the 


records which show what has happened in the past, 
then certainly rely on him: but do not under any 
circumstances give this man any authority for any 
work which calls for a progressive outlook, or which, 
involves development. | 
If your accountant is keen on innovation, on look- 
ing ahead, on establishing sound bases for statistical 
measurement, then he has infinite scope in most 
organizations today, for effecting worth-while changes. 
: Management today is more willing to accept such 
changes than perhaps it has been hitherto. It is short 
of reliable and impartial individuals who have been 
trained in a symbolic language which is universally 
valid, and are able to appreciate and measure the 
current situation, not in the light of the past, but by 
comparison.with what the situation might be, o 
could become, under other circumstances. | 


(b) On being informed 


But an accountant has a better contribution to make 
if he is reasonably familiar with the difficulties of 


establishing standards and budgets, and if he has 
some familiarity with method study and with an 


analytical approach, sufficient at least to understand 


the use to which the relevant techniques can be put, 
and their limitations. 

If he is well versed in study methods, appreciating 
the meaning of standard minutes and rating and so 
on, this is an advantage to him in that he is more 
likely to be accepted by the executive side of the 
business as he has clearly made an effort to appreciate 
the things with which they are dealing. 

We must also be alive to the fact that new techniques 
of operational research and statistical analysis are 
rapidly becoming more important: an appreciation 
of the approach which they call for, taking critical 
path scheduling as a latest example, may be just as 


| valuable as a knowledge of the most suitable methods 


of costing the product, or the best way of integrating 
the production control and cost control records. 


(c) Developments 

We are. in a sense on the edge of a new age. Much is 
written about computers. Computers can do things 
which hitherto have been impossible. For example, in 
America it is widely believed that they will, in the 
near future, erode the whole of middle management 
away. Although highly expensive pieces of machinery, 
they are enabling managements to improve the 
efficiency of their businesses. 

It is a sad fact, that although we played a leading 
part in the invention of computers, they are being 
used abroad on an enormously greater scale than we 
are using them. Indeed, one of the worries of those 
who supply such hardware to organizations in Britain, 
is that they are being used in the main to do mechanic- 
ally what has hitherto been done manually, or by 
some infegor means; whereas the whole conception 
of the control of a business may be revolutionized 


by the effective use of a computer. 
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"The engineers designed and built these things, and 
the manufacturers have supplied them: but at this 
point they hand over to those who deal with the facts 
and figures of life. And it is they who in many cases 
will determine the. competitive efficiency of our 
organizations, by comparison with the organizations 
with which we are in competition, and who are 
thoroughly alive to the possibilities, and are stream- 
lining their organizations accordingly. 

Whether, therefore, we are prepared to make a 
comparable effort depends primarily on our attitude 
of mind. We need to recognize that efficiency depends 
as much on this, and on having objectives, as it does 
on the installation of a machine tool, 


( d) Objectives 

Ion simple terms, are we always quite clear for what 
purposes information is produced? And what we are 
going to do with it when we have got it? And what 
really are the objectives? 

If you ask the managements of different organiza- 
tions whether they consider they have any responsi- 
bility.towards their employees, or, as an organization, 
to the public, you will normally receive a convinced 
affirmative answer: but if you then. go further, and 
ask the manager to what extent he considers himself 
responsible, not only to his employees but for his 
employees; not only to the public, but for the welfare 
of the public, in apposition to his responsibility to or 
for .his shareholders, which is recognized by law, he 
may give a hesitant reply. : 

But if management is not clear in what sense it is 
responsible to or for its employees; to or for the 
public; and .to. or for its shareholders, in relative 
terms, ts not some confusion liable to result? 

Is it possible that the Companies Acts, albeit a great 
step forward, may have confirmed a distorted image 
of relative responsibility in management, based on a 
conception.of the overwhelming importance of private 
property drawn from the past, and no longer entirely 
realistic? i 


(e) Confidence > > i 

Then again, how much does efficiency depend on 
confidence; and how much does confidence depend 
on the truth? Who really gains by suppressing in- 
formation: on a company's turnover?  . 

In U.S.A., as we know, it is compulsory to publish 
turnover figures. But in Britain, it is customary to 
show in the published accounts a figure of profit, 
without, for example, the labour cost. This cost may 
be half or two-thirds of the cost of sales, but all that is 
shown is a figure of profit, against which dividends, 
directors' pay, depreciation, and other bits and pieces 
are then highlighted. 

"This creates a lack of any.sense of proportion in the 
minds of many who are trying to.understand these 
things; and they: somewhat naturally come to the 
conclusion that dividends and profit and the directors' 
pay form a much higher proportion-of the.company's 
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income than they do in fact: whereas the really 
significant figures of cost are suppressed. 


(J) Distortion 


Is such distortion of information not a matter for 
accountants to consider? It lies at the bottom of a 
great deal of mistrust in industry, and if some firms 
have had to pay a small price ~ which is doubtful - in 


publishing their turnover and cost figures, the gain . 


in their cases has surely been very much greater in 
the understanding and co-operation which is funda- 
mental to high productivity. 

If men haven’t a developed sense of proportion on 
matters concerned with the organizations for which 
they work, how is it possible to expect them to have a 
developed sense of proportion on the national 
situation? 

Thus, we have, since the war, spent £18,000 
million on defence; and there are at least some 
schools of thought which doubt whether, as a result, 
we have any defence. Where, indeed, would we be 
today if, in the same period, we had spent £18,000 
million on modernizing our industry, and our cities 
and ports? 

The profession as a whole, concerned as it is with 
the welfare. of industry, and where the money is to 
come from, which is needed to maintain ourselves 
nationally with modern productive equipment, and 
to bring ourselves up to date at the speed needed, 
may consider its educational role to be not less 
important than that of the economists or management 
consultants. 

Conclusion 


Accountants have a unique and extraordinary 
authority and prestige. Such authority carries a 
comparable degree of responsibility for the quality 
and nature of the advice which is given, and it is 


‘clear that great changes are taking place in the 


thinking of accountants towards the nature of the 
subjects with which they should be concerned on 
their clients' behalf. : 

It is not suggested that the matters with which 
accountants are normally dealing should not always 
be a most important side of their preoccupation. But 
it is clear that accountants are becoming no less con- 
cerned with where a company was last year according 
to the books, than with where it could or should be at 
present; and with means for measuring the progress 
of a company;.and with its future; and with all that 
management requires to enable it to understand these 
things. 

Let us appreciate what an asset an accountant is in 
industry, especially if he has been given or has trained 
himself to understand management’s real problems: 
if, for example, he has more than a nodding acquaint- 


ance with the relative significance of design, or of 
‘process planning, or of estimating, or of the problems 


of the personnel manager. ` SE 
It has been said that nearly all troubles'in firms, 
leading to strikes and discontent, are due to failure of 


‘communication. — .:..  : : — T 
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‘Many managing directors and chairmen of great 
eminence and distinction have been drawn from the 
ranks of accountants who have appreciated the 
managerial problems with which they have been 
brought into contact through the profession, or 
through their more specialized work. 

Because they have by training an analytical 
approach, a sense of balance and proportion, and a 
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flexible mind, and a high sense of integrity and 
responsibility, I have no doubt that accountants who 
have taken the trouble, or had the opportunity, to 
gain some insight and understanding of these every- 
day aspects of factory life, have a continuing contri- 
bution to make to our productivity, of such a character 
that our prosperity will be substantially influenced 
by it one way or the other. 





Weekly Notes. 


PREMIUMS HELD TO BE CAPITAL 
m PAYMENTS 


[X 1950 a campaign began to induce garages to 
sell the petrol produced by one group exclusively. 
Regent Oil Co Ltd thereupon entered into an 
increasing number of ‘exclusivity’ agreements 
designed to preserve its existing share of the market 
from encroachment by competitors. The agreements 
involved lump-sum advance payments based on 
anticipated turnover expressed to be reimbursements 
for dealers’ outlays in up-grading their petrol stations. 

In Bolam v. Regent Oil Co Lid (37 T.C. 56; 
35 A.T.C. 499), Danckwerts, J., accepted the lump 
sums as representing revenue outgoings although he 
said ‘in these cases it is sometimes very difficult to 
' see where the line comes’. This difficulty is aptly 
illustrated by the decision now reported in Strick v. 
Regent Oil Co Lid, where Mr Justice Pennycuick 
allowed an appeal by the Revenue against decisions 
by the Special Commissioners in which payments 
made by way of premiums for leases of petrol 
stations were held to be revenue expenses for the 
purposes of income tax and profits tax. l 

In this case the Court was concerned with a new 
type of exclusivity agreement whereby the retailer 
leased his entire station to Regent for a term of years 
at a nominal rent in return for a lump-sum premium 
in conjunction with a leaseback for a similar term 


FIRST PRE-BUDGET MEMORANDUM 


( WPENING the customary annual round of 

suggestions for the Chancellor forthcoming 
Budget, the Engineering Industries Association 
makes two major proposals. If any tax relief is to 
be given it should include industry by reducing the 
current 15 per cent rate of profits tax and, if possible, 
by lowering the standard rate of income tax as 
well. 

The other suggestion has much more to commend 
it, not least to the Opposition — should they form the 
next Government — who have long contended that 
productive investment in the private sector is 


- inadequate and that it could be stimulated by further 


fiscal inducements. The Association now points 
out that the current investment allowances ‘have not 
brought about the increase in capital investment 
which was anticipated and desired’. The Association 
recommends, therefore, that the relief provided by 
the investment allowance should be expedited. At 
present the allowance is given against the assessment 
on the year in which the asset is acquired and this 
means an effective delay of up to two years between 
acquiring the asset and receiving the tax relief. The 
E.1.A. suggests that the allowance be deducted from 
the assessment of the fiscal year which coincides 
with the year in which the asset is acquired, thus 
accelerating the relief by a year. 


REPORT ON CHARITIES 


ae Charity Commissioners for England and 
Wales have issued their report for 1962. 
(H.M.5.0. 4s.) l 

, The report is critical of some appeals for funds 


subject to a tie in respect of all petrol supplies. Mr, because of the vague wording which makes it difficult 
Justice Pennycuick differentiated his decision from ` for the public to know how the money is spent. The 
that in the Bolam case on the grounds that the latter ‘Commissioners point out that they have received 
concerned only a personal obligation on the part of complaints from contributors to appeals that their 
- the retailer, whereas an interest in land was of a money was not being used as they had supposed. 
capital nature and as such its relative insignificance . However, if the money is being used for charitable 
in relation to the company’s undertaking was  purjosss it can be claimed to fall within the terms of 
irrelevant. Whether an asset belonging to a trader the Vappeal, and the Commissioners cannot take 
was of a capital nature depended on its character 
and function rather than on its size, and an interest T 
‘in land for ten years or upwards could not be treated 
as trivial nor could the related premiyms be so 






! ‘ nty-five per cent of the charities which have not 
previously appeared in the records of the Commission 
under the 1960 Charities Act, have swelled the total 


dismissed. He therefore held that the premiums paid of separate charities to somewhere about 250,000. The 
'„ were of a capital nature. E amount àf change in investments during the year is 
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reflected in the bigger turnover of capital which 
reached £40 million in 1962 compared with £35 
million in 1961. | 


PUBLIC EXPENDITURE UNTIL 1968 


N its new White Paper called Public expenditure in 
963-64 and 1967-68 (Cmnd 2235) the Govern- 
ment has given a clearer indication than for many 
years about the proposed trend of public investment 
and current expenditure. The White Paper expects 
4 per cent to be the annual average rate of growth of 
the national income. It will be recalled that up to this 
date this figure has been only a target set by the 
National Economic Development Council. The 
Government hope that personal savings will continue 
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to expand at the recent rate but it leaves no doubt that 
the programme of expenditure which is set out will 
only be achieved by a 4 per cent increase in the 
national income with a sustained high level of personal 
savings, or by increased taxation. In any event, the 
White Paper says that there is going to be little scope 
for tax cuts in the next year or two. | 

Total public expenditure in 1963-64 is expected to 
be £10,910 million and £12,825 million in 1367-68, 
an increase of 17 per cent. The biggest proportionate 
increases in expenditure will be on roads, which is 
to go up by 30 per cent, and on education which is to 
go up by 32 per cent. The biggest absolute increases 
will be in benefits and assistance, education, and 
defence. 





This is My Life... 


by An Industrious Accountant 
CHAPTER 204 


NCE more into the breach, dear friends, once 

more. .. . It was the last lecture of the computer 
course, the members of which were very different 
men from the raw recruits who'd asked such glib and 
silly questions on the first morning. Our folders were 
spilling over, our brochures were dog-eared, our 
notes were exhaustive. We'd sweated out our hard- 
bought skill through many a gruelling session. We 
tossed around airy comments about card-to-tape 
conversion, about off-line or core capacities. We 
knew the computers on the market by name or 
number as once we knew Hurricanes and Spitfires. 
We were veterans, men of a hundred wrongs, war- 
dogs battered and grey. 

Apropos of those numbers, we ventured to wonder 
why computer manufacturers have such an un- 
necessarily complex and haphazard system of 
designations. Once, a title such as Model-T or 
Mark 1 had basic simplicity; and ENIAC is accept- 
able once you've learned what the initials stand for; 
but tracing computer family trees from LEO to 
7090, or remembering which of 1301, 1401, or 1501 
is which, is heavy going. Why not just A1, B2, or C3, 
to help the beginners? 

But subject to such minor criticism we're all sold 
on the ultimate profitability of computers. They 
alone can give the information required by top 
management with the speed, selectivity, and scope 
requisite in modern industry. True, they're compli- 
cated and costly, and their installation will entail a 
horrifyingly high total of man-hours, but that's to 
be expected. Our grandfathers probably felt the same 
about installing typewriters in place of the dignified 


row of senior male clerks dedicated to their copper- 

plate script and pink-ruled ledgers. | 
Once we got to the study of making up our own 

programmes we found our feet fast. Actvally, the 


‘initial stages are the worst in E.D.P. There’s so much 


unfamiliar jargon, like 'peripheral equipment! and 
'sophisticated hardware', that old soldiers like our 
sales manager find it hard to resist the obvious answer 
when they're asked if they've any experience of 


‘hoppers’. Then some of us, like our auditor and me, 


and even our electrical engineer (Sparks had come 
along to get the ‘low-down’ as he put it, on the 
equipment), were well ahead of those of lesser breed 
to whom the whole subject was absolutely novel. We 
would have been better advised to grade the course 
members in the beginning, leaving the absolute tyros 
in a section by themselves. 

One of the points that worried me slightly was the 
lecturer's insistence on the whole-time dedication to 


"his esoteric art by the programme plarner. It is 


accepted as unquestionable dogma that this specialist 
must spend several months learning the technique, 
and then several months again setting up programmes, 


which would still be relatively provisional - I mean, 


they just mightn't work out satisfactorily after all that 
effort. 

And these planners are all so youthful. We elder 
statesmen were told ‘bluntly we should restrict 
ourselves to appreciation of the general principles; 
such, it seemed to be implied, was our mental limit. 
The young ones would work out the programmes. 
Well, I mean to say, that's all very well. It's true a 
teenager could pilot the aforesaid Spitfire like a 
wizard, but an adult designed it. One doesn't want 
to surrender all scrutiny or judgement in favour of 
the younger set. Or am I too much of an old fogey? 

The real worry deep down in my subconscious is 


whether I'll ever be able to explain the basic principles 


to my board, because I only barely understand them 
myself. Perhaps I'd better ask that young planner to 
do the explaining; he's so obviously the expert. 
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Finance and 
Commerce 


Dannimac 


NE of the most extraordinary looking balance 

sheets for some time can be seen in this week's 
reprint. Dannimac (Manufacturing) Ltd should need 
no introduction; it is one of the leading names in 
rainwear, and on the women's side of the trade is the 
largest manufacturer in the country. It 1s a highly 
remunerative business as can be seen not just from 
the consolidated profit and loss account but also 
from the fact that the balance sheet is dominated by 
over {£24 million of short-term loans and deposits 
within the current assets. 

Dannimac was originally a 1912 company, Banks 
& Davis Ltd, engineers. The company's properties 
and trading assets were sold in March 1955 and 
it became a ‘shell’ company for Dannimac. The 
Dannimac capital was acquired ia March 1956 and 
there were a number of other acquisitions, the chief 
being the business assets of D. Levy Ltd. 

The result of these arrangements was that 
Dannimac was left with a liability for a considera- 
tion of £975,000 for assets and goodwill, to be payable 
only out of net profits available for distribution after 
March 31st, 1956. The consideration was to be paid 
off as soon as possible and the cividend prospect, 
when the statement for information was published in 
March 1956 to support the application for re-grant 
of stock exchange quotation under the Dannimac 
name, was 7i per cent. And the distribution since 
then has been 74 per cent per annum. 


Price Rise 


With the application for re-grant of quotation, the 
shares were the subject of a stock exchange placing 
at a price of 1s 6d for the 1s denomination. Before 
1956 was out, they were up to Is 11d; 1957 to 35 7d; 
1958 to 5s 4d; 1959 to IIs; 1960 to 15s; 1961 to 
16s 3d; 1962 to 19s 74d and top price for 1963 looks 
like being 245 3d. 

Material to consideration of the company’s position 
is a circular to shareholders of November 1959. Lord 
Keyes, the chairman, wrote: ‘Your company’s present 
protection from surtax directions would be jeopard- 
ized if surtaxable companies, quite unconnected with 
the present controlling shareholders, should purchase 
any substantial number of the shares held by the 
public generally. : 

‘In order to increase the margin of protection 
during the next five years, the company has agreed 
with Mr Ralph Levy that the 1,770,000 ordinary 
shares of 1s each owned by him and registered on 
December 17th, 1959, in the name of Ralph Levy 
(Account) will be converted into non-voting shares 
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and will not confer the right to receive notice of or to 
attend or vote at any general meeting of the company 
held during that period and a special resolution to give 
effect to this will be proposed at an extraordinary 
general meeting on December 18th, 1959. The 
quotation on the Stock Exchange, London, and the 
Manchester Stock Exchange, for these 1,770,000 
shares will be withdrawn on the passing of this 
resolution.’ 


New Investment Company 


Mr Levy was then, and still is, the company’s 
managing director. ‘The 1,770,000 shares referred to 
in the resolution are in the balance sheet as a separate 
class of capital. 

The time came when the board had to say some- 
thing about the disposal of the company’s extremely 
large earnings surplus. At the annual meeting in 
December 1961, Lord Keyes said: ‘At the annual 
general meeting in 1959 I made it clear that the board 
had no intention of increasing the dividend in the 
near future owing to plans for expansion. It remains 
the policy of your board to conserve the company’s 
resources to be applied generally in the furtherance 
of the company’s activities.’ 

A year later, it was ‘still the policy of your directors 
to conserve the resources of the company with a view 
to profitable investment as and when opportunities 


‘arise. With this end in view, your board again 


recommend a dividend of 74 per cent less tax for the 
year’. 

This year, however, ‘it is proposed to transfer the 
company’s surplus funds to a new imvestment 
company with the intention that shareholders will 
have a direct share interest in the investment company. 
as well as retaining their interest in the manufacturing 
business. The board of the new investment company 
will include specialist investment advisers and it is 
intended to apply for a quotation for the shares’. 


Tax Negotiations 


Lord Keyes goes on to say that ‘we have been in 
consultation with our financial advisers on this 
proposal for some time and we have made application 
to the Inland Revenue for clearance under the 1960 
Finance Act. | 

Another matter with a direct reference to the 
company’s tax position has now arisen but as so often 
happens when chairmen refer to tax matters being 
discussed with the Inland Revenue, there is only an 
indication and not an explanation of what is going on. 

Lord Keyes says: “The Inland Revenue have 
notified their intention to alter the basis of asses-. 
ments from that which has been accepted in the past. 
Your board, on professional advice, are opposing the 
Inland Revenue’s contention, but pending settlement, 
an additional income tax reserve of £471,199 has been 
provided. The assessments relate to amounts brought 
into credit of profit and loss account in the years 
1959 and 1961 as "taxation reserve not now required" "." 
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CITY NOTES 


pum magic of New Year always rubs off to some. 


degree on the stock-market. There is invariably 
a move to look for new investment trends and 
opportunities in January, as if the difference between 
New Year's Eve and New Year's Day denotes some 
dramatic change of events. 

But this year the hopeful new year investment 
exercise has to be undertaken in the sure knowledge 
that 1964 is General Election year. The trends of 
the political opinion polls rather than of the industrial 
production index, the trade gap, the balance of 
payments, or what you will, will probably prove the 
point of stock-market importance. 

Against the political background there is another 
factor which could become pressing — the size of 
industrial wage demands being made, clearly, on the 
. grounds that a Government facing a General 
Election cannot afford a wages showdown or be 
expected to indulge in anti-inflation measures 
in the field of credit restriction or interest rates. And 
yet the pressure on interest rates is growing, as is the 
expectation of higher interest rates sometime in 1964. 


RATES AND PRICES _ 


Closing prices, Friday, December 20th, 1963 
Tax Reserve Certificates: interest rate 19.1.63 24% 
Bank Rate 


Dec. 8, 1960 5% Mar. 8, 1962 54% 
July 26, 1961 af, Mar. 22,1962 ~~ ~~ 5%” 
Oct. 5, 1961 64°% April 26, 1962 44% 
Nov. 2, 1961 6% Jan. 3, 1963 4% 
Treasury Bills 
Oct.18 £3 145 2:36d% Nov. 22 £3 158s œrrd% 
Oct. 25 £3 14s 1070d% Nov.29 £3 148 9°42d% 
Nov.r £3 15s 5:08d%  Dec.6 £3 158 4°58d% 
Nov.8 £3 155 o62d%  Dec.13 £3 14s 889d% 
Nov. 15 _ £3 155. 68d% | Dee, zo £3 14s 454d% 
Money Rates E 
Day to day 23-32% Bank Bills 
7 days 24-38% 2 months 31-316 % 
Fine Trade Bills 3 months 34-3 4% 
3 months 5-54 % 4 months 34-3 8% 
4 months 5-54% 6 months 31-476 
6 months 546% 
| Foreign Exchanges ` 
New York 27791 Frankfurt ré 
Montreal 3oi$ Milan. 17401 
Amsterdam 10:06i Oslo 20'0il 
Brussels 139°364 Paris 13°704 
Copenhagen 19:295 Zürich 12:06$ 
Gilt-edged 
Consols 4% 678 Funding 3% 59-69 91% 
Consols 24% 421 Savings 3% 60-70 88% 
Conversion 6% 1972 106 Savings 3% 65-75 80% 
Conversion 5196 1974 99$ Savings 24% 64-67 93% 


Treas’ry 54% 2008-12 94% 


Conversion 5% 1971 98% 
Treasury 5% 86-89 


Conversion 34% 1969 941 
Conversion 34% 58$ 


Funding 54% 82-84 97% Treasury 34% 79-81 78% 
Funding 4% 60-90 94$ Treasury 2199.  — 42 
Funding 33% 99-04 66 Victory 4% 97 
Funding 3% 66-68 924 War Loan 34% 58% 


„accountants, and ‘The Hon. J. F. H. Baring, a. |, 


9o$ . 
Treasury 34% 77-80 788 ` 
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RE a large number of entries have 
already been received for The Accountant 
Annual Awards for company reports and ac- 
counts to be made in 1964 — the eleventh year of 
the Awards — companies are reminded that they 
have until January 31st to submit their reports 
and accounts presented at annual meetings held 
in 1963. l 

Entries should be addressed to the Secretary, 
The Accountant Annual Awards, 151 Strand, 
London WC2. The only condition of entry is 
that companies’ shares are quoted on a recognized 
stock exchange in the United Kingdom. 


New Members of the Panel 
Two new members' of the Panel this year are 
Mr Robert Adams, CA, a member of The 
Institute of Chartered Accountants of Scotland: 
and a partner in a London firm of chartered 


managing director of Baring Brothers & Co Ltd. 
They take the places of Mr C. D. Gairdner, 
C.A., and Mr A. W. Giles, M.B.E., C.A., who have 
both retired after four.years as Panel members. 

The other members of the Panel, which is 


under the chairmanship of Mr K., W. Mackinnon, 


M.B.E., T.D., Q.C., are: 

Mr W. G. Campbell, B.A., F.C.A,, a former 
member of the Restrictive Practices Court and 
of the Council of The Institute of Chartered 
Accountants in England and Wales. 

Mr A. S. H. Dicker, M.B.E., F.C.A., a Past 


- President of The Institute of. Chartered Ac- | 


countants in England and Wales. 

Mr J. E. Harris, B.COM., F.A.C.C.A., a Past 
President and a member of the Council of The 
Association of Certified and Corporate Account- 
ants, and an industrialist. 

Mr J. A. Hunter, M.B.E., T.D., a member of the 
Council of The Stock Exchange, London, and 
senior partner in a firm of stockbrokers. 

Mr Ian T. Morrow, C.A., F.C.W.A., a Past 
President and a member of the Council of The 
Institute of Cost and Works Accountants; also a 
prominent figure in industry. 

Mr Hilary Scott, a partner in a London firm of 
solicitors and a member of the Jenkins Com- 
mittee on Company Law. ' 

Sir Richard Yeabsley, C.B.E., F.c.A., a member 


. of the Council of The Institute of Chartered 


Accountants in England and Wales; a practising 


accountant and company chairman 


Mr Arthur E. Webb, Editor of The Accountant, . 
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Correspondence 
» Letters must be authenticated by the name and address of 
~ the writer, not necessarily for publication. The Editor does 


. mot necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


_ Auditors’ Reports 

Str, — In his letter (December 14th issue) in reply to 
ian earlier letter of mine, Mr Ross raises some points 
that I would like to answer.  . 

(1) The Ninth Schedule requires a statement that 
appropriate returns have been received from branches 
‘not visited for the purpóses of audit. In my letter I 
,said that I thought this to be ‘an unnecessary require- 
‘iment’ and should perhaps have added ‘of the Act’ to 
[make my meaning quite clear. I think this require- 
jment is illogical and indefinite — if a company expands 
ilits business by buying a shop across the road instead 
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DANNIMAC (MANUFACTURING) LIMITED 
` AND SUBSIDIARIES 


laf adding another storey to its existing premises, who . 


is to decide whether this is a branch or merely a 
department? Also, if an auditor did not receive proper 
returns from branches I cannot see how he can 
port that the books have been properly kept. 
(2) I will accept that under the Ninth Schedule I 
= {Should have to mention the word ‘profit’ although I 
do this with some reluctance as, if the balance sheet 
gives a true and fair view of the state of affairs, I feel 
that the ‘subsidiary figures of the profit and loss 
account should be assured to be correct (as are, say, 
the alterations to the bank balance since the date o 
thé previous balance sheet), even if the requirements 
of the present Companies Act will not permit this. 
I will thus amend my originally proposed report, 
subject to cases under (1) above, to: ' 
"T'he balance sheet above is in agreement with the 
books. We obtained the information and explana- 
tions that we require (from your company and the 
group). In our opinion the books have been properly 
kept and this balance sheet (and the group consoli- 
- dated accounts) complies (comply) with the Com- 
panies Áct, 1948, and give(s) a true and fair view of 
. ‘the state of affairs and profit of your company (and 
i the group). 
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Yours faithfully, ! 
B. R. MAUGHFLING, F.C.A. 


i 

a Ross-on-Wye. 
R 
| Depreciation in Accounts 


i Sir, E read with interest the letter from your 


DANSBIMAC (MANUFACTURING) LIMITED | 
e AND SUBSIDIARIES 





h 23rd issue) and agree whole-heartedly with the senti- 
#ments expressed in the final sentence of his letter 
‘where he says: "Our" belief in more sophisticated 
theories does not absolve us from thinking clearly 
about basic principles.’ Having said ‘this, one can 


correspondent Mr Desmond F. Goch (November , 
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only regret that the arguments advanced in his letter 
do not, in fact, support this conclusion. 

My main disagreement with the theory advanced 

by Mr Goch concerns his basic concept of capital 
employed. He states that depreciation retentions are 
‘additional capital employed’ and I suggest that this 
view is fundamentally fallacious. 
. Getting down to basic principles there are, in fact, 
only two sources from which additional capital 
employed can arise. These are, firstly, the injection 
of new funds in the form of share capital, debentures, 
loans, etc., and secondly, from the profit made by 
the business. Depreciation retentions are not new 
capital but merely a stage in the normal cycle of 
capital movement whereby fixed assets are converted 
into current assets and possibly at some later stage 
converted again into fixed assets. 

‘It is impossible, in my view, to say that depreciation 
retentions do not form part of the capital employed. 
The capital employed includes all assets in whatever 
form they may be temporarily employed and the 
management of the company must earn a satisfactory 
rate of return on all these assets. If funds are invested 
outside the business for any reason they must earn a 
return which is as good as that being earned by the 
funds employed in the business-or the management 
can rightly be accused of failing to make full and 
proper use.of the resources at their disposal. ` ` 

As mentioned, I agree whole-heartedly with the need 
to think clearly about basic principles and I think 
that the basic principle which has been lost sight of 
here is the fundamental conception of capital and its 
normal cycle of conversion from one type of asset to 
another. The other basic principle which must never 

' be lost sight of is that capital, as already mentioned, 
can only come from two sources and that it can only 
disappear by distribution to’ proprietors, where this 

-is allowed, and by genuine loss arising from mis- 
fortune or mismanagement. 

I do not support the theory that in computing the 
return on capital employed one should include fixed 
assets at original cost without any deduction for 

‘depreciation. One cannot be dogmatic and say that 
any such method is right or wrong but I do think 
that this particular method is, in most cases, more 
misleading than helpful. The primary consideration 
that must be borne in mind in establishing any figure 
of return on capital employed is the use to which 
such a figure will be put once it has been established. 
I would suggest that this means almost inevitably an 
intention to make some form of comparison by 
examining the return in one business compared with 
another, or in one section of a business compared 
with another. 'This being so, it is most unlikely that a 
comparison on the basis of original cost of fixed assets 
will be a fair one. It must be recognized that the return 
is influenced by the efficiency of assets and this in 
itself tends to be a function of age. Therefore if one 
is comparing two units whose fixed assets may have 
the same original cost but in one unit these assets 
are; say, fifteen or twenty years older than-the other, 
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could one possibly be entitled to expect the same 
return from each unit? It seems to me that, whilst not 
providing a perfect answer, to make the comparison 
on the basis of net book values would certainly get 
closer to the truth. | 

 'The real answer to statistical comparison of the 
return on capital employed requires a valuation of 
fixed assets related to their potential earning capacity. 
Normal depreciation methods will rarely recognize 
this. Such an approach must have considerable appeal 
to the manager being judged on his profit in relation 
to capital employed who can justifiably argue that 
original cost is grossly unfair and that net book value 
is rarely realistic. 

The measurements under discussion are not 
academic exercises. They must be practical and useful 
aids to good management, Is not this question of 
valuing fixed assets in this context a most profitable 
field for accounting research? 


Yours faithfully, 
; W. D. ASHCROFT, A.C.A., A.C.W.A. 
Burnham, Buchs. 


Courses for Chartered Accountant Students 


Sir, — I hope that the report of the Union of Char- 
tered Accountant Students’ Societies annual confer- 
ence (December 14th issue) did not accurately convey 
the main points of their discussion on the comparative 
merits of correspondence courses and technical 
colleges. If it did it appears to have been at an 
astonishingly superficial level. 

'The points in the report may be valid but they can 
hardly be considered a 'true and fair view' of the 
problem, as the matters left unsaid are many and 
some of these are vital to any adequate discussion of 
the best method of training accountants. I will not 
try here to deal with the neglected factors, as they have 
received considerable attention recently, but I would 
like to comment on the insulting tone of the generali- 
zations on the low standards of lectures and the 
dictatorial attitude of ‘school masters’. Admittedly 
many courses are poor and, no doubt, all could be 
improved, but the prime determinant of the quality 
of a course is the demand which exists for it. The 
lack of co-operation between the Institute and tech- 
nical colleges (for which I am not apportioning blame) 
makes the organization of a successful course for 
chartered accountant students much more difficult 
than the organization of similar courses for other 
professional bodies. 

At Slough College we have in the School of Ac- 
countancy Studies eight qualified accountants (two 
chartered accountants, five certified accountants, and 
one cost and works accountant); yet recently when we 
extensively advertised an introductory course for 
newly-articled clerks, only two students enrolled. 
The course consequently had to be combined with 
another. Colleges must plan ahead but the difficulty 
of gauging the demand for chartered accountants' 
courses must-be a deterrent to.arranging such courses; 
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it also prevents the colleges from engaging suitable!. ` 


staff and means that some chartered accountani 
students may be put into unsuitable courses when ne 
chartered accountants’ course is running. 
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The recent report of the Education Committee of |.’ . 


the Council indicates that they are taking steps tc, ` 


improve the relations and communications betweer; — 


the local students societies and technical colleges: ` 
This is encouraging, but the Institute's approach tc.. 
these matters does seem to me to be rather amateurish 


and faltering. There are, for instance, no education-" 


alists on the Education Committee. If the Council 
are suspicious of teachers as such, there must be many 
members of the Institute who are also in the teaching 


profession. Yours faithfully, 
M. J. MEPHAM, B.sc.(ECON.), A.C.A., 
Senior Lecturer in Accountancy, | 
SCHOOL OF ACCOUNTANCY STUDIES, 
Slough, Bucks. SLouGH COLLEGE. 
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SIR, - The letter from Mr C. V. Best in your issue of - 


December 14th describes the new course which it 
announces as ‘a first experiment’. Your regular 
readers will no doubt recall.the correspondence in 
your journal in December 1962 about the introductory 
courses for articled clerks already then in operation 
at the City of London College. The firm of chartered 
accountants originating the correspondence said that 
the courses (six weeks, in two periods of three weeks) 


. were shorter than they had envisaged but had never- 


theless been found very valuable. These courses have 
been running regularly since then, and are being 
used by an increasing number of firms for the initial 
training of their articled clerks. 

Our experience, which we should be pleased to put 
at the disposal of Mr Best and his committee, leads 
us to doubt whether anything much shorter can be 
effective and therefore we are glad to find them 
receiving continually growing support. 


Yours faithfully, 
A. J. McINTOSH, 
Director, 


London EC2. CITY or LONDON COLLEGE, 


SIR, — Although I endorse Mr C. V. Best's plea for 
the support of the profession in the above matter 
(your issue December 14th), I would point out that 
the courses to be run by the Joint Committee of the 
London Chartered Accountants! District Society 
and Students’ Society do not, in fact, constitute the 
‘first experiment’ in this field. 


We held a full-time course of three weeks’ duration ` 


for thirty students in September/October of this year, 
are at present engaged on a second similar course, 
and start a third one early in January. 
' l Yours faithfully, 

J. M. HIGGISON, 


London ECr. H. Fourgs LyNcH &.Co.Lrp. - 
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Selecting the Right Computer 


London Data-Processing Discussion Group Meeting 


t a meeting of the London and District Society of 
hartered Accountants! Data Processing Discussion 
;roup on December roth, Mr B. L. Collins, of the 
ifice Administration Department, I.C.I. Ltd, and 
Ar D. T. Caminer, of English-Electric Leo Computers 
itd, led a discussion on ‘Selecting the right computer’. 
‘his followed on from the meeting in November — 
eported in The Accountant of December 7th — at 
"hich a discussion was held on ‘Defining the informa- 
on requirements of a business’. 


: Detailed Job Specifications 


fr Collins dealt first with the necessity of including 
3 much detail as possible in the job specifications. He 
numerated the following points which should be 
overed: 


(1) A definition of the limits of the proposed pro- 
cedure: (a) the start - the source of basic data 

. and its contents; (b) the finish — e.g. does the 

: payroll system end with allocation of wages into 
nominal account heads, or with labour costs in a 
standard costing system? 

(2) Input: (a) precise details of each source; (b) cal- 
culations of volumes including maxima and 
minima; (c) time-tables to be adhered to; (d) 
necessary controls; (e) likelihood of any changes 
in volumes, timings, etc.; (f) codes — are existing 
ones to be modified or new codes created? 
(g) exceptions in the form of information, 
timings, etc. 

(3) Output: (a) content and form — paper, magnetic 
tape, paper tape or punched cards; (b) calcula- 

tions of volumes; (c) frequencies required; 
(d) time-tables — are the deadlines valid? (e) 
controls; (f) exceptions. 

(4) Files. Full details would be required for each of 

. the following classifications: (a) short-term — to 
be stored until the next run has been proved 
correct; (b) long-term — to be stored for a longer 
period, e.g. P.A.Y.E. records; (c) permanent, 
e.g. pension details. The frequency of reference 
to the files should also be indicated as this had 
an important bearing on the most suitable method 
of storage, and whether or not urgent references 
had to be made at times. 

(5) Processing, i.e. the treatment of information by 
the computer: (a) sorting ~ sorting data into 
different sequences, e.g. customer number order; 
(b) up-dating of information held in store; (c) 
calculations; (d) re-writing tapes and discs, e.g. 
after ledger accounts are up-dated, the new tape 
or disc is written out and goes forward to the 
next processing run: (e) printing, e.g. invoices, 
statements, payslips, etc.; (f) punching cards or 
paper tape - possibly for input to other pro- 
grammes. 


Consideration of input, output, files and processing, 
id Mr Collins, would determine the major character- 
ics of the computer required. 


Armed with a detailed job specification, initial 
approaches could be made to computer manufacturers 
to discuss their particular products. Following on 
these discussions modifications or alterations could 
be made to the job specifications, but the choice would 
be narrowed down to three or four manufacturers who 
would be invited to quote on a common basis aad in 
accordance with the job spécifications. 


Initial Staffing 


Commenting on the staffing of the computer installa- 
tion, Mr Collins said that this question arose even 
before preparation of the job specification and a deci- 
sion had to be made as to where staff would be drawn 
from. There were three alternatives: 


(1) Utilizing an existing member of the business 
with previous knowledge and experience of 
computers or the training of existing personnel 
in computer knowledge. 

(2) Buying experience' by engaging experienced 
personnel ~ this raised recruiting problems but 
assistance might be obtained from outside 
sources such as consultants. 

(3) Engaging consultants to advise on planning and 
procurement of the computer. 


. Assessment of Quotations 


When quotations had been received from the selected 
manufacturers, a valid assessment had to be made and 
it was from this point onwards that a competent 
knowledge of computers was essential, said Mr Collins. 
He stressed the following points: 


(1) Were requirements in respect of input, output, 
storage and processing fulfilled? 

(2) Were autocodes (ie. simple programme lan- 
guages) used and what backing facilitiss were 
provided by the manufacturer in the way of 
programme libraries? 

(3) Maintenance and technical services and costs of 
servicing; e 

(4) cost of purchase or rental; 

(s) installation requirements, e.g. air conditioning 
equipment; 

(6) conditions of contract - minimum and maximum 
periods, termination notice, etc. ; 

(7) stand-by facilities offered in case of breakdowns; 

(8) relative speeds — input and output, and operating 
times; 

(9) delivery date; 

(10) staffing —selection, training courses, loan of 
systems staff, etc. 


In addition to the detailed technical appraisal, 
determining factors would also include discussions 
with actual users on such items as relicbility of 
machines, quality of maintenance, degree of technical 
assistance, tsaining facilities, stand-by facilities, reli- 
ability of delivery dates, etc. The final choice, of 
course, was determined to a greater or lesser extent by 
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the personal impressions gained during the investiga- 


tions, the competence of the manufacturers’ report 
and the general attitude of his representative during 
the negotiations. 


Computer Flexibility 

Mr Caminer commented on the importance of detailed 
job specifications and said how essential it was to pick 
a computer which was the right size — not one which 
was too’powerful nor one which would be overloaded. 
Unfortunately, thé potential user was usually ill- 
equipped to'buy a computer and sometimes this was 
the most costly piece of equipment in his business. 
The manufacturer's estimates of timings must be 
examined -carefully and allowances made for set-up 
times. Flexibility of a computer was sometimes over- 
looked and this factor should always be considered 
and the.costs of additions and extra storage noted. The 
software was also most important as all users tend to 
make programme changes fairly often as their busi- 
nesses expand and methods change. The use of auto- 
codes had simplified programming considerably and 
this often gave one cod a distinct advantage over 
another, l 


DISCU SSION 


During the discussion that followed, the use‘of service 
bureaux before delivery dates for debugging pro- 
grammes and for trial and parallel runs was thought to 
be a good scheme, if it proved to be reasonably eco- 
nomic. Several members had satisfactory experience 
of similar arrangements. Sometimes it was practical to 
use the service bureaux until a break-even point had 
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been reached, at which point the computer would b 
installed - having been ordered earlier for delivery o 
an agreed date. 

A member suggested that in the past few years, 
whether a user bought or rented his computer depended . 
largely on the manufacturer, and each manufacturer, 
tended to prefer one or the other method. Mr Collin:? 
and Mr Caminer thought that most manufacture: 
were quite willing to either rent or sell nowaday: : 
Indeed, more users were buying now, possibly because . 
of investment allowances and the proven ability of 
certain computers, but this, of course, depended on 
the cash resources of the user. There were alternative | 
schemes: with a hire-purchase arrangement the invest- 1 
ment allowances are spread over the two or three years * 
of the agreement; leasing over three years had become . 
more popular and the leasing companies, who recer m 
the -investment allowances, pass back to the usc 
some of the benefit of these allowances, thereby% 
reducing the yearly rental. It was quoted that a leasing ` 
arrangement for three years’ rental worked out at 
approximately 95 per cent of the total cost price and 
at the end of the three years the rental was greati y: 
reduced. 









The next Group ese will be held at ‘Ye Old 

Dr Butler’s Head’, Mason's Avenue, Coleman Street, ' 
London EC2, on January 7th, at 6 for 6. 30 p.m. Mr 
Caminer will.speak first and Mr Collins second on 
‘Tve bought a computer - how do I make it work? 
Further details of the data-processing discussion group 
are available from Mr J. P. Hough, 4 Copthall Avenu: . 
London ECa. i 


Notes and Notices 


THE ACCOUNTANT 


Index to Vol. CXLIX: July-December 1963 
"Ihe general index to this volume- July to December 
1963, Vol. CXLIX — will be published with the i issue 
dated January 4th, 1964. - 
The parts of this volume should therefore not be 
sent for binding until the index has been added. 


PROFESSIONAL NOTICES 


Messrs ANNAN, Impey, Morrisu & Co, Chartered 
. Accountants, announce that they have moved their 
London office to Qldbourne Hall, 43 Shoe Lane, 
London EC4. 

Messrs Bryn OWĖN, POTTER & Co, Chartered 
Accountants, of 22 Iron Gate, Derby, announce that 
they have taken into partnership Mr ROBIN GEORGE 
CooPzn-PanRY, A.C.A. and Mr JOHN MARSHALL HALL, 
F.C.A., who have been ‘senior members of their staff for 
some years. The firm name will remain unchanged. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


REVALUATION OF. ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Eté. — B 


. Messrs Goopwin, MassiNc & Co, Davin LEIGH & 
Co and Goke, GoLtp .& Co.announce that they are 
amalgamating their respective practices as from 
January rst, 1964. The new firm will practise under 
the style of LEIGH, GOODWIN Massinc & Co. at 
National Bank House, 101-103 Baker Street, London 
Wi, and the partners are Messrs ALAN H. MASSING, 
F.C.A., BERNARD GOODWIN; F.C.A., G. Davip LEIGH, 
F.A.C.C.A., and SIDNEY GOLD, F.C A. 


‘Chartered Accountants, announce with regret thi 
retirement of Mr ALEXANDER Joun DONALD, C.A., fron 
partnership in their West Indies firms, after twenty- 
five years of partnership in Trinidad. 


Messrs PANNELL FITZPATRICK GRAHAM & p 


Messrs PANNELL FITZPATRICK GRAHAM & eegen 
Chartered -Accountants, announce that they havı, 
opened an office at 4 Circular Road, P.O. Box 300, 
Zaria, Northern Nigeria, with Mr IAN CRUIKSHAN}. 
CURD, A.C.A. as resident manager. 


Telephone: Victoria 2002 (3 lines) 


m 28th, 1963 


Izessrs ViNEY, Price & 'Goobv&Am, Chartered 
ountants, of Empire, House, St Martin's-le-Grand; 
don EC, announce that Mr Joun. ANTHONY 
ES BENTALL, B.A., A.C.A., has been admitted into 
partnership. - `, 
spe RoBERT J. Warp & Co, Chartered Account- 
, announce that as from December 18th, 1963 their 
s is 2 Catherine Place, London SW1. Telephone: 
e Gallery 3133. 
srs D. G. WILLIAMS & Co, Chartered Account- 
, announce that their address is now Moor House, 
don Wall, London EC2. 


Ge IN PARLIAMENT 
Export Guarantees . 


t (SKEET asked tbe Secretary of State for Industry, 
* de and Regional Development how many guaran- 
have been granted under the Export Guarantees 
« § 1949 to 1961, in the past full year for which 
J: res are available, giving the names of the countries 
"  yived and the total amounts guaranteed. 
HATH: In the twelve months to October 31st, 
, 5,599 guarantees were granted. Of these 5,341 
9l e comprehensive guarantees which usually give 
x br for all the exports made by the policy-holder 
a period of one to three years. The number of 
actions covered under such guarantees is very 
e but is not recorded. 
T total amount guaranteed during the same period 
£1,142 million. 
would be against the commercial interests of the 
artment to disclose the volume of its business. on any 
vidual market. 


ard, December 12th, 1963. Written answers, col. 105. 


ORIGINS OF ACCOUNTING 


Earliest. Books on Book-keeping, 1494-1683, is 
title of an interesting publication issued by The 
itute of Chartered Accountants in England and 
es, Although it extends to only sixteen pages it 

: tains considerable detail on the early history of 

unting during the two hundred years from: 1494- 

8. Included as a frontispiece is a coloured repro- 
ion of a painting by Jacopo de Barbari of Luca 
ioi with the Duke of Urbino. The booklet's 











NOPSIS OF THE FINANCE ACT 1963 
xtra copies of the supplement included with 
HE ACCOUNTANT of November 23rd are 
vailable price 1s each or ros per dozen, post 
ree, from GEE & CO (PUBLISHERS) LTD, 
51 STRAND, LONDON WC2. 
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purpose — to` provide historical’ background informa- 
tion. for exhibitions of ud books on accounting ~ is 
neatly : achieved. 


THE INSTITUTE OF CHARTERED 


; ACCOUNTANTS IN ENGLAND AND WALES 


“Taxation and Research Committee 


The 131st meeting of the Taxation and Research 
Committee was held at the Institute on Kees 
December 12th, 1963, at 2 p.m. 

Present: Mr H. C. Shaw (in the chair). Messrs F. W. 
Allaway, G. L. Aspell, tD., D. G. Bee, K. A. Buxton, 
J. Cartner, K. P. Chapman, L. H. Clark, P. G. Craven, 
T.D., S, Edgcumbe, W, F. Edwards, R. W. Foad, C. R. P. 
Goodwin, J. S. F. Hill, K. J. Hilton, A. P. Hughes, G. N. 
Hunter, H. Kirton, T.D., S. Kitchen, C. Yates Lloyd, 
E. D. London, J. W. Margetts, A. G. Martin, D. S. 
Morpeth, F. A Moulding, R. D. Pearce, J. Perfect, A. L. 
Pitman, T. Pritchard, D. W. Pursglove, D. W. 
Robertson, H. RER B. G. Rose, E. C. Sayers, H. G. 
Sergeant, H. G. Smith, C. C. Taylor, G. Thompson, 
L. R. Turner, J. A. P. Whinney and S. P. Wilkins (forty- 
one members) with Mr J. M. Renshall, Acting Secretary 
to the Committee and Mr G. A. Slator, Assistant Sec- 
retary to the Committee. Messrs D. L. Combridge, P. J. 
Greaves, C. D. Jackson, R. P. uin and P. R. W. 

. Whyman attended by invitation. 


Subcommittees 
Reports were received in connection with thirty-five 
matters. 
Future meetings 
Future meetings in 1964 have been arranged for: 
Thursday, February 2oth, 1964 
Y April 9th, 1964 
ze June 11th, 1964 
T September 17th, 1964 , 
» October 22nd, 1964 
Se December 17th, 1964. 


THE CERTIFIED ACCOUNTANTS' LODGE 


Atthe installation meeting of The Certified Accountants’ 
Lodge held on Monday, December 2nd, at Colonial 
House, Mincing Lane, London EC3, W. Bro. C. R. M. 
Davidson installed his successor, W. Bro. J. E. Harris, 
as W.M. for the ensuing year. The following officers 
were also appointed: 
Bro. R. G. L. Jobson, S.W.; Bro. D. W. Page, ?.W.; 
W. Bro. J. P. Shaw, P.P.G.ST.B. oar) Chaplain; W. Bro. 
C. S. Setchell, Treasurer; W. Bro. C. R. M. Davidson, 
Secretary; W. Bro. A. C. S. Meynell, D.C.; Bro. M A. P. 
Miller, S.D.: W. Bro. R. A. Bishop, X5 . Bro. 
Edgar Spencer, PROV. A.G.REG.(NOTTS), A D. hy Bro. 
F. A. Gommer, Organist; Bro. K. H. Bickmore, I.G.; 
Bro. W. Rapson, Bro. A. W. Nelson, and W. Bro. C. G. A. 
Hodges, Stewards; W. Bro. A. J. Courtney, L.G.R., 
Tyler. 
The address of the secretary of the Lodge is 42 
Hollingbourne Avenue, Bexley Heath, Kent. 
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ANNOTATED TAX CASES 


Part 5 of Volume XLII of the Annotated Tax Cases, 
edited by Mr Peter Rees, of the Inner Temple, 
Barrister-at-law, is now published and contains 
reports "with notes on the judgments of the following 
cases: Went v. Rendell (C.A.) ; C.I.R. v. West Hertford- 
shire Main Drainage Authority (C.A); CLR. v. 
F.S. Securities Ltd (C.A.); Stafford-Coal-& Iron Co 
Ltd v. Brogan (H.L.); C.I.R. v. De Vigier (Ch.D.); 
Varty v.. British South Africa Co (Ch.D.); Tryka Ltd 
v. Newall (Ch.D.); Kidston v. Aspinall (Ch.D.). 

The annual subscription to the Annotated Tax Cases 


is 50s post free; the publishers are’ Gee & Co (Pub- 
Noise Limited, 151 Strand, London WCa. 





New Legislation 
The date given indicates when an Act received 


the Royal Assent or when a Statutory 
Instrument became effective. 


STATUTES 


Chapter 54: Kenya Independence Act, 1963 


An Act to make provision for, and in connection with, 
the attainment by Kenya of fully responsible status 
within the Commonwealth, including provision for 
terminating the giving of financial and other assistance 
to the East African Common Services Organization 
under the Colonial Development | and Welfare Act, 
1959. 

December 3rd, 1963. 


Chapter 55: Zanzibar Act, 1963 


An Act to make provision in connection with Zanzibar 
becoming an independent State within the-Common- 
wealth. 


Price Is net. December 3rd, 1963. 


Chapter 56: Bahama Islands (Constitution) Act, 
1963 

An Act to provide for the grant of a new constitution 

for the Bahama Islands. . 


Price 3d net. December 3rd, 1963. 


: December ee . 
Di 


CHRISTMAS CROSSWORD: SOLUTI. 


The solution to the Christmas Crossword cox. 
by Mr Kenneth Trickett, F.C.A., which appes 
last week’s issue, is as follows: 


u EHE 
WWW H 

DH BH Hn Rubin 
frënn D d: 


HRH 





STATUTORY INSTRUMENTS 
The Registered Securities (Completion of" 
Transfers) Order, 1963. 


(S.I. 1963 No. 1743 (C. 16)) 


This Order brings section 67 of the Finance. 
1963, into force on October 26th, 1963, the dz, 
which the Stock Transfer Act, 1963 (C. 18), is be~ 
into force by the Stock Transfer Act, 1963 IG: 
mencement) Order, 1963, (S.I. 1963/1592 (C. 
Under the simplified procedure for transferring ze. 
tered securities which will follow the coming in cu’ - 
of the Stock Transfer Act, 1963, it is intender the" - 
stock exchange transactions the transfer «i 
delivered to the buyer or his agent before the an. 
the transferee has been inserted. Section 6, of 
Finance Act, 1963, provides, in brief, that wh wc 
a blank transfer has been delivered pursuant to .. 
or gift any person into whose hands the transfe es 
must not part with possession of it, or allow it E, 
Great Britain, before the name of the transfer ii 
been inserted. 
Price 3d net. October 18th; 963. 
The Contracts of Employment Act, 1963. 
(Commencement) Order, 1963 

(S.I. 1963 No. x9x6 (C. 18)) pO 
This Order brings into force on July 6th, rop ... x 
provisions of the Contracts of Employment Au. + og. 
The main purposes of the Act are to require a min. iux. 
period of notice to terminate the employment of thos- 
who have been employed for a qualifying period anc 
to require employers to give written particulars. e 
terms of employment. i 


Price 3d net. November 27th, 1957 
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